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* When we first had the idea for this call, our point was:

* Camps get large tuition inflows starting in early spring that they don’t use until late-June

* |n prior years, when interest rates were close to zero, keeping this money in the bank was
costless since non-bank options paid very close to zero as well

* But given where interest rates are now (around 4.5%), if you are earning zero in your
deposit account, you are leaving a lot of money on the table

* We wrote in our piece from March 15t that “you can keep $250,000 in your bank,
since that is the FDIC insurance cap, and invest the remainder in a U.S.
government money market fund”

* Little did we (or anyone else) know, Silicon Valley Bank — the 16t largest bank in
the U.S. — would see a depositor run and be seized by the FDIC on Friday, March
10, 2023

* This has made the issues we wanted to discuss even more timely

THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT
ADVISOR BEFORE MAKING INVESTING DECISIONS.
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U.S. banks

* The state of the U.S. banking system is robust
* For many reasons, this is nothing like the Global Financial Crisis of 2008-2009

* While there are issues with Silicon Valley Bank (SVB), Signature Bank, and First
Republic Bank, in many ways, Silicon Valley Bank was unique:

* A large concentration of depositors from the same industry with the same small set of advisors
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* An unusually large exposure to long-term U.S. Treasury bonds which saw steep price drops in 2022
* Other banks do not have similar issues

* The regulators have stepped in to guarantee all deposits at SVB and Signature Bank
 Typically, deposits are automatically insured up to $250,000
* Regulators are now discussing extending this protection to any bank if the need arises

* U.S. Treasury Secretary Janet Yellen on 3/21/2023: “And similar actions could be warranted if
smaller institutions suffer deposit runs that pose the risk of contagion”

* Given the scope of the problem and the regulatory response, a systemic banking
problem is highly unlikely

THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT
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https://www.axios.com/2023/03/20/how-this-financial-crisis-is-different-from-2008
https://www.ft.com/content/0e1c671f-7998-4a55-a44e-edf07193616d
https://www.federalreserve.gov/newsevents/pressreleases/monetary20230312b.htm
https://www.fdic.gov/resources/deposit-insurance/faq/
https://www.reuters.com/markets/us/treasurys-yellen-says-committed-protecting-bank-deposits-more-actions-may-be-2023-03-21/
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How much are you giving up?

* Say you have $1,000,000 in the bank for part of
March, all of April and May, and part of June

* If you earn a 0.5% annual rate, this translates to
$1,250 in earnings over three months

* If you can earn 4.5% (the current rate of return
on U.S. Treasury bills), you would earn $11,250

* As long as you are not taking on any more risk,
this should be very attractive

* Some banks pay more than 0.5% (and some less)

* More information is available in the article on

our website
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Tuition deposits: $1,000,000
Months invested: 3

Interest rate: 0.50% 4.50%
Earnings: $1,250 S11,250

If R is the interest rate, the calculation is:

3
R X —x 1,000,000
12
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Next steps

Advantages of keeping deposits in the banks:
* Convenient to handle outgoing payments
* High liquidity — you can get your money whenever you want

e Completely safe up to $250,000 FDIC limit; very safe for amounts about
$250,000

What are your options?

* Talk to your bank and see if they can give you a better rate. You have a strong
negotiating posture give recent events.

* You can move money above the $250,000 FDIC limit to a money-market fund.
* You can use money above the $250,000 FDIC limit to buy Treasury bills.
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Money market funds

* Money market funds are a type of mutual fund which invests in short-term, highly liquid securities

* There are many types of money market funds, but the safest invest only in U.S. Treasury (or closely
related) securities

* One is the Vanguard Treasury Money Market Fund (VUSXX). According to Vanguard:

As a government money market fund, this fund is required to invest at least 99.5% of its total assets in cash, U.S.
government securities, and/or repurchase agreements that are collateralized solely by U.S. government securities or
cash (collectively, government securities). As such it is considered one of the most conservative investment options
offered by Vanguard. Although the fund invests primarily in short-term U.S. Treasury bills, the amount of income that
a shareholder may receive will be largely dependent on the current interest rate environment. Investors who have
short-term savings goals and want the added security of investing in a fund in which the majority of the underlying
securities are backed by the full faith and credit of the U.S. government may wish to consider this option.

* VUSXX yields, after-fee 4.59% per year (like U.S. Treasury bills) and its expense ratio is 0.09% per year
* Fidelity’s Treasury Only Money Market Fund (FDLXX) is a comparably safe fund
* |t has a lower yield (4.16%) because it has a higher expense ratio (0.42%)

* Be careful to invest only in money market funds that hold U.S. government securities, and not those
that hold corporate debt (which is safe, but not as safe as U.S. government debt)

THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT
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https://www.investopedia.com/terms/m/money-marketfund.asp
https://investor.vanguard.com/investment-products/mutual-funds/profile/vusxx
https://fundresearch.fidelity.com/mutual-funds/summary/31617H300
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Investing in money market funds @
VUSXX US ¢ NAY 1.00 Yield 4.59 Avg Days to Maturity
* Money market funds (almost) always trade at S1 — e
pe r Sha re 00199 _ " ‘Tabl.:llcl-l.; .ﬂ.:-:_::emeﬂ Da:';a EH « # Edit Chart #
« With $500,000 you would buy 500,000 shares of S

the fund at a price of $1 per share varage % 10

Low on 03/31/93 1.00

* If you invest when the fund has a 4.59% yield,
over the next three months you will earn
approximately $500,000 x 4.59% x % = $5,737.50
in interest

e Approximate because the 4.59% fund yield may
change slightly over time

* When you need the money back in three
months, you sell your 500,000 shares of the fund
to recoup your $500,000 investment Source: Bloomberg

° You keep the earned interest * This is the price of VUSXX going back to 1992

* There is a very small chance that the price of . B}
each share can “break the buck” (fall below $1), lihnr:#égigtgﬁs?s?tcf)ovr?[)l?ijg’b;%’dt?ﬁeGrlgcbearl,t

but this never happened for the Vanguard fun banking mini-crisis, VUSXX never broke the buck

*|t rarely happens overall, and when it does, it usually

happens for money market funds that own short-term 15 pRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT

corporate bonds. For example, in September 2008, ADVISOR BEFORE MAKING INVESTING DECISIONS.
the Reserve Primary Fund went to $0.97.
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U.S. Treasuries
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Treasury bills (T-bill) have the full faith and credit
of the U.S. government — essentially the same

level of protection as FDIC insurance T ——— T ——
When you buy a T-bill, you pay $98.95 now (for Vv EETR thow 1Ps asrer vses Manes e ey mw
example) to receive $100 in three months MO ade/an Sse o0 | @obm a4 A o
If you have $500,000 to invest, you could buy Rl A A QOB 4913/ 453 > o
5,053 T-bills Wi/ asio/don Al e

When they T-bills mature (in three months), each 351’21,"}?3 b :'I‘?‘m o

will pay you $100, so you will have $505,300 in 2 ROLL
three months $2.05/23/23

This is a return of 1.06% for three months (or
4.24% per year)

15 09/21/23
i3 WI 6MTH
19 6M ROLL

el ol e el el el o
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Current T-bill yields are given in the table

206/22/23
Note T-bills have different maturities, so choose 21
the one that pays prior to when you need the :
money

Source: Bloomberg (as of 3/22/2023)

You can buy staggered maturities to match the

timing of your cash flows
THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT
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Mechanics of investing in Treasuries
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* You open up a brokerage account (for example, with Fidelity, Vanguard, Schwab,
Merrill Lynch, JP Morgan, or a broker affiliated with your local bank)

* You link the brokerage account to your bank account

* When you have cash in your bank account, you can transfer it electronically into your
brokerage account, and then buy T-bills

* Note that your broker will charge you a price for the T-bills that is higher than what
they paid for it

* This is how they make money on the transaction without charging a commission

* You should ask them how much they are charging you, i.e., their markup, for the transaction

* The way these securities are held at the broker is very safe for customers

* When the T-bills mature (and each pays you $100) you can electronically send the
money back to your bank account

THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT
ADVISOR BEFORE MAKING INVESTING DECISIONS.
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* You have many options for how to invest your camp’s cash

* Three important ones are:
* Bank deposits
* Money market funds

 Directly buying Treasuries
* The preferred method for many camps will be some combination of these three

* Talk to your financial advisor to find out what is the right option for your camp

THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT
ADVISOR BEFORE MAKING INVESTING DECISIONS.



Q&A

https://quantstreetcapital.com/contact/

hello@quantstreetcapital.com

212-537-3877
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Bank stock prices: Then and now
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Business Savings Account Rates

If you're enrolled in Preferred Rewards for Business(é! [2!

Select average daily Interest APy Gold Tier APY Platinum Tier Platinum
balance Rate [ aol, [ ApyUloL. Honors Tier
APyl 1]
Less than $99,99¢ v 0.01% 0.01% 0.02% 0.03% 0.04%

Business Platinum Savings
Preferred Rewards for Business clients get extra interest based on
their relationship tier.

How to qualify

Avoid the $15 monthly service fee with one of the following each fee period:

= Linked to Navigate Business Checking®
= Linked to Optimize Business Checking®

. . . . . . = $10,000 minimum daily balance
https://www.bankofamerica.com/smallbusiness/deposits/savings-accounts/business-advantage-savings/ ¥ Y

Minimum Opening Deposit: $25

Balance Standard Interest Ratel Annual Percentage Yield (APY)
$0 - $99,999.99 0.25% 0.25%
* There are also CDARS programs (Certificate of Deposit $100,000 - $499,999.99
ACCO u nt Regist ry Se rVice) $500,000 - $999,999.99 1.98% 2.00%
$1,000,000 or more 2.47% 2.50%

* But you need to be pretty big for this to make sense
* And these lock up the money for some number of months

The Bank may limit the amount you may deposit in this product to an aggregate of $5 million.

https://www.wellsfargo.com/biz/savings/rates/
THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT

ADVISOR BEFORE MAKING INVESTING DECISIONS. (M)



https://www.bankofamerica.com/smallbusiness/deposits/savings-accounts/business-advantage-savings/
https://www.wellsfargo.com/biz/savings/rates/
https://americandeposits.com/what-is-cdars/
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Are bank deposits totally riskless?

* Description of priority of claims in a bank insolvency

* Insured deposits come first
* The uninsured deposits

* Then all other creditors

 Past instances of closed banks and recoveries for uninsured depositors

* Given the current market and regulatory climate, even uninsured depositors are likely to
get fully paid back in the very unlikely event of other bank failures

THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT (b k)
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https://www.fdic.gov/consumers/banking/facts/priority.html
https://closedbanks.fdic.gov/dividends/
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* Client securities held at brokerage firms are treated differently than bank deposits.

* According to the SEC's Customer Protection Rule, broker-dealers must keep client
securities (those that are fully paid and not owned using margin borrowing) in
segregated accounts that can only be used to return securities to the firm's clients,

and which cannot be used to repay any obligations that Schwab has to its own
creditors.

* This is what happens it the very unlikely case a broker shuts down.

» Excess margin securities are treated the same as fully paid securities.

* For example, this is described in Schwab's Asset Protection document, which you can
read here. You should ask your broker for their version of this document.

* The punchline is that the way securities are custodied at U.S. broker/dealers is
extremely safe for clients.

THIS PRESENTATION IS FOR EDUCATIONAL PURPOSES ONLY. PLEASE CONSULT AN INVESTMENT (b k)
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https://www.sec.gov/about/offices/oia/oia_market/key_rules.pdf
https://www.finra.org/investors/alerts/if-brokerage-firm-closes-its-doors
https://www.finra.org/sites/default/files/SEA.Rule_.15c3-3.pdf
http://content.schwab.com/learningcenter/assets/pdf/Asset_Safety.pdf
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This report is provided for general educational and informational purposes only and does not contain any
personalized investment advice or individualized recommendations. No opinion expressed in this presentation
should be relied on as investment advice or an investment recommendation. Any mention of particular securities,
indexes, companies, or strategies in this presentation does not constitute and should not be considered an
investment recommendation. The past performance of any security, index, company, or strategy discussed in this
presentation is not a guarantee of future results. Current and future performance may be higher or lower.

Investing in financial markets involves risks. Investors may lose money. Diversification, rebalancing, and asset
allocation do not ensure a profit or protect against loss in adverse market conditions; we cannot ensure a profit or
protect against loss in adverse market conditions. There are many factors that affect future risks and returns that
we are unable to anticipate.

Nothing contained in this presentation shall constitute any representation or warranty as to future performance of
any security, index, company, strategy, financial instrument, credit, currency rate, or other market or economic
measure. Analyses and opinions contained herein may be based on assumptions that, if altered, can change the
analyses or opinions expressed.

Certain information contained in this presentation constitutes forward-looking statements, which can be identified
by the use of forward-looking terminology such as “seek,” “may,” “will,” “should,” “expect,” “anticipate,” “target,”
“project,” “estimate,”” “intend,” “continue,” or “believe” or the negatives thereof or other variations thereon or
comparable terminology. Due to various risks and uncertainties, actual events, results, or performance may differ
materially from those reflected or contemplated in such forward-looking statements and no undue reliance should
be placed on these forward-lookin%statements, nor should the inclusion of these statements be regarded as a
representation that any strategy, objectives, or other plans will be achieved.
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