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Today’s Objectives

1. Explore the U.S. Treasury and the role of the Federal Reserve
2. Describe how the US Treasury Market works

3. Review allowable investments

4. Explore the U.S. National Debt

5. Discuss the implications for Florida Local Government

This presentation is for Institutional Investors Only — Not for Public Distribution
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U.S. Treasury Department

History:
* Founded in 1789 to manage U.S. Finances and pay Revolutionary War debts
* Alexander Hamilton was the first Secretary

* Created the IRS in 1862 and Secret Service in 1865

Purpose:

e Advices economic policy * Produces U.S. Currency
* Manages Federal Finances * Protects financial systems

* Oversees tax policy * |ssues Treasury Securities

This presentation is for Institutional Investors Only — Not for Public Distribution
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Role of the Federal Reserve

How Does the Federal Reserve Work And Who Owns It?
1

Federal Reserve Board is The Fed is comprised of The Fed's primary The Fed is accountable to The Fed's funding comes
an independent agency of the o government-appointed function is to manage the public and Congress from investments
federal government and its central board and 12 inflation
decisions don't need approval regional banks
from the president, legislators,
or any elected officials the ba lanc e

This presentation is for Institutional Investors Only — Not for Public Distribution
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Role of the Federal Reserve
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Role of the Federal Reserve

e Conducts the nation’s monetary policy to promote maximum employment,
stable prices, and moderate long-term interest rates in the U.S. economy;

* Promotes the stability of the financial system and seeks to minimize and
contain systemic risks through active monitoring and engagement in the
U.S. and abroad;

* Promotes the safety and soundness of individual financial institutions and
monitors their impact on the financial system as a whole;

* Fosters payment and settlement system safety and efficiency through
services to the banking industry and the U.S. government that facilitate U.S.-
dollar transactions and payments; and

* Promotes consumer protection and community development through
consumer-focused supervision and examination, research and analysis of
emerging consumer issues and trends, community economic development
activities, and the administration of consumer laws and regulations.

This presentation is for Institutional Investors Only — Not for Public Distribution
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US Treasury Market
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* Approximately $30.5 trillionin
securities outstanding as of
October 23, 2025
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 The average daily trading
volume is over $1 trillion
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US reasury Securlties » Treasury bills (T-bills)

* Short term debt with
maturities of 1 year or less

 Sold atadiscount to face
value and mature at face
value. There are no periodic
interest payments. Investors
earn interest by buying the
bills at a discount and
receiving the full-face value at
maturity.

US Treasury securities come in various forms,
each with different characteristics and maturities

* Treasury notes (T-notes)

* |ntermediate-term debt
securities with maturities
ranging from 2 to 10 years.

* Pay semiannual interest
payments based on a fixed
coupon rate

* Treasury bonds (T-bonds)

* Long-term debt securities with
maturities ranging from 10 to
30 years.

« Paysemiannual interest
payments based on a fixed
coupon rate.
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Florida State Statute 218.415

* Such policies shall be structured to place the highest priority
on the safety of principal and liquidity of funds. The
optimization of investment returns shall be secondary to the
requirements for safety and liquidity. Each unit of local
government shall adopt policies that are commensurate with
the nature and size of the public funds within its custody.

DEEP BLUE




Florida State Statute 218.415 (17)

* (17) AUTHORIZED INVESTMENTS; NO WRITTEN
INVESTMENT POLICY.—Those units of local government electing
not to adopt a written investment policy in accordance with
investment policies developed as provided in subsections (1)-(15)
may invest or reinvest any surplus public funds in their control or
possession in:

* (@) The Local Government Surplus Funds Trust Fund, or any
intergovernmental investment pool authorized pursuant to the
Florida Interlocal Cooperation Act of 1969, as provided in s.163.01.

 (b) Securities and Exchange Commission registered money
market funds with the highest credit quality rating from a nationally
recognized rating agency.

* (c) Interest-bearing time deposits or savings accounts in qualified
public depositories, as defined in s. 280.02.

* (d) Directobligations of the U.S. Treasury.

DEEP BLUE
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Florida State Statute 218.415 (16)

* (168) AUTHORIZED INVESTMENTS; WRITTEN INVESTMENT POLICIES.—Those units of local
government electing to adopt a written investment policy as provided in subsections (1)-(15) may by
resolution invest and reinvest any surplus public funds in their control or possessionin:

* (a) The Local Government Surplus Funds Trust Fund or any intergovernmental investment pool
authorized pursuant to the Florida Interlocal Cooperation Act of 1969, as provided in s. 163.01.

* (b) Securitiesand Exchange Commission registered money market funds with the highest credit
quality rating from a nationally recognized rating agency.

* (c) Interest-bearingtime deposits or savings accounts in qualified public depositories as defined in
S.280.02.

* (d) Directobligations of the United States Treasury.
* (e) Federalagencies andinstrumentalities.

« () Ratedorunrated bonds, notes, or instruments backed by the full faith and credit of the
government of Israel.

* (g) Securities of, or otherinterestsin, any open-end or closed-end management-type investment
company or investment trust registered under the Investment Company Act of 1940, 15 U.S.C. ss.
80a-1et seq., as amended from time to time, provided that the portfolio of such investment company
or investment trust is limited to obligations of the United States Government or any agency or
instrumentality thereof and to repurchase agreements fully collateralized by such United States
Government obligations, and provided that such investment company or investment trust takes
delivery of such collateral either directly or through an authorized custodian.

* (h) Otherinvestments authorized by law or by ordinance for a county or a municipality.

* (i) Otherinvestments authorized by law or by resolution for a school district or a special district.
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Florida State Statute 215.47

Allow for investing in the following (among other investment):

* () Commercial paper of prime quality of the highest letter and numerical
rating as provided for by at least one nationally recognized rating service.

* (2) With no more than 25 percent of any fund in:

« (a) Bonds, notes, or obligations of any state or organized territory of the
United States or the District of Columbia; of any municipality or political
subdivision or any agency, district, or authority thereof; or of any agency or
authority of this state, if the obligations are rated investment grade by at
least one nationally recognized statistical rating organization.

* (b) Notes secured by first mortgages, insured or guaranteed by the
Federal Housing Administration or the United States Department of
Veterans Affairs.

* (¢c) Mortgage securities which represent participation in or are
collateralized by mortgage loans secured by real property. Such securities
must be issued by an agency of or enterprise sponsored by the United
States Government, including, but not limited to, the Government National
Mortgage Association, the Federal National Mortgage Association, and the
Federal Home Loan Mortgage Corporation.

* (4) Withnomore than 80 percent of any fund, in interest-bearing
obligations with a fixed maturity of any corporation or commercial entity
within the United States.
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DEFAULT RISK

Low

Type of Bonds

4
é‘(ﬁl High yield bonds
2 1

There are many different types of bonds:

U.S. Treasury Bonds — issued by the U.S.
government, considered a safe investment

* Agency Bonds - issued by agencies of the
U.S. government or government sponsored
enterprises.

 Municipal Bonds - issued by states, cities,
counties, etc. to fund public projects.
Taxable and non-taxable

> . Corporate Bonds — issued by corporations

DEEP BLUE




US Treasury Market
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Primary issuance auctioned from the U.S. Treasury

Secondary markets traded between market participants via broker dealers
Most liquid market worldwide

* Very narrow bid ask spread

 Small impact when buying or selling into the market

* Pricing or yields change based on interest rates, inflation expectations,
economic news, and fiscal policy

INVESTMENT ADVISORS




US Treasury Auction

1. Announcement: Auctions are public, announced in advance and are held
regularly — weekly for T-Bills, monthly/quarterly for others. Details like
auction date, amount, issue dates, maturity, settlement date and more are
provided.

2. Bidding Process: Investors submit bids before the auction closes. Bids
can be submitted directly through Treasury Direct or through banks and
brokers.

« Competitive Bids: For larger institutions that specify the exact rate they
want. They may get some, all or none of what they ask for depending on
how their bid compares to others.

* Non-Competitive Bids: Accepted first and are bids from individual
investors who accept whatever the rate the auction sets.

3. Execution & Issuance: On auction day, the yield is set by sorting all
competitive bids from lowest to highest, then matching bids until the total
amount the Treasury wants to sell is reached (after for accounting for the
value of the non-competitive bids). The highest accepted yield to fill the
offering needs becomes the yield for everyone. Securities are then issued and
delivered to accounts and payments from participants are debited.

INVESTMENT ADVISORS
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US Treasury Debt

The US National debt is approximately $37.98 Trillion as of
10/24/2025

2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2025

PUBLDEBT Index (US Treasury Total Public Debt Outstanding) Quarterly 01JAN2000-200CT2025 Copyright® 2025 Bloomberg Finance LP.

We fund this debt through the sale of UST securities via Auctions
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US National Deficit:
Driving Debt Issuance

The Federal deficit arises when Deficits from previous years are
government spending exceeds added to the current year’s deficit to
revenue in a fiscal year equal total debt.

U.S. Deficit Compared to Revenue and Spending, FY 2025 Visualizing Deficit vs. Debt

$425

S1.7T8T
Deficit
5150
—|— $100 f—
$7.01T .
$5.23T Spending _ B
Revenue Deficit from This year’s deficit Total debt

previous years

*Please note this illustration uses fictional data.

The illustration on the right is simplified to show how debt and deficit are different. In reality,
the U.S. government must pay interest on the national debt. This interest expense increases
spending each year, widening the deficits further.
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US National Deficit:
Driving Debt Issuance

Met interest payments

The 2025 federal budget Federal deficit and net interest payments
USD tillions % of GDP, 1973 - 2034, CBO Baseline Forecast
$8.0 -15% !
+  Forecast
) Total deficitor surplus . —
$7.0 Total s pending: $7.0tn 11% 5 .
Non-defense disc.: $989bn ‘tariffs and other
(14%%) 7% ; adjs."

360 Defense:
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$50 . 90 (4%) | -3%
Other mandatory: $855bn (12%) 524bn (7%)
$4.0 Medicaid: $656bn (9%) 1%

Payroll taxes:$1,759bn (25%)

Primary deficitor surplus

Medicare: 504 '
$30 $1,145bn (16%) 73 '78 '83 '88 '93 '98 03 '08 13 18 '23 '28 '33
$20 Federal net debt (accumulated deficits)
% of GDP, 1940 - 2034, CBO Baseline Forecast, end of fiscal year
$1.0 Incometaxes:$2,621bn (37%) 140% : I
Netinterest: $952bn (14%) 120%  118.0%
$0.0 . :
Total government spending Sources of financing 100% 2034
i 115.9%
CBO's Baseline economic assumptions 80% '
P P s ! With OBEBA
2025 26-'27 28-'29 30-'35 Sariis ame afiar
Real GDP growth 2.2% 1.8% 1.8% 1.8% 60% . adjs.’
10-year Treasury 4.1% 3.9% 3.9% 3.8% 40% 'Forecast
He >
adline inflation (CPI1) 2.3% 2.4% 2.3% 2.2% :
Unem ployment 4. 2% 4 4% 4.4% 4.4% 20% .

‘40 '48 '56 's4 72 'B0O '88 '96 '04 12 20 ‘28

JP Morgan — Guide to the Markets




US National Deficit:
Driving Debt Issuance

Since 2001, the federal government’s budget has run a deficit each year.
Starting in 2016, increases in spending on Social Security, health care, and
interest on federal debt have outpaced the growth of federal revenue. Interest
expense alone is now over 1 Trillion dollars per year.

Federal Deficit Trends Over Time, FY 2001-2025

2025 $1.78T

Fiscal Year Total Deficit

$35T

$30T
$25T
$20T
$15T
$10T
-l
lllllll III
' 2000 2005 2010 2015 2020 2025
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Who owns the US National
Debt

U.S. Federal Debt Ownership by Category

Federal Reserve and Government Accounts || NG, 11522
Mutual Funds | $4.136

Depository Institutions | | $1,803
State and Local Governments | $1,807

Pension Funds [ $975
Insurance Companies | $615
U.S.SavingsBonds | $161

Other Domestic Investors || NN  $5.758
Foreign and International | NN 8,688

Billions

Source: Treasury Department, First Trust Advisors. Data as of Q3 2024. Other domestic investors include individuals, government-sponsored
enterprises, brokers and dealers, bank personal trusts and estates, corporate and non-corporate businesses, and other investors.

DEEP BLUE

INVESTMENT ADVISORS




Who owns the US National
Debt

Major Foreign Holders of U.S. Federal Debt
$3,500

$3,000
$2,500
§2,000
$1,500
$1,000

$500
$OI.IIIII---

Japan  China Luxembourg Cayman (anada Belgium Ireland Switzerland Taiwan All Other
Island

Billions

Source: Treasury Department, First Trust Advisors. Data through end of 2024.




Who owns the US National
Debt

Foreign Ownership of U.S. Treasuries Hits Record High

= 40% $10,000
o I Total (Right AXis) —emsJapan e (China

8,000
2 s
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T S ol (3
% 20% - ——— S é
“ $4,000 &
=
& 10% -
T I I I $2,000
: 111
o
@ 0% ll - 50
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Source; Treasury Department, First Trust Advisors. Annual end of period data from 2000-2024. *2025 data through the end of February.

P22 DEEP BLUE



Benefits and Risk

Benefits Risks
Near-Zero Default Risk: Backed by the US Interest Rate Risk: Bond prices fall if rates
Government, which can print money or issue rise, potentially leading to losses if sold early

more debt to repay if needed.
Inflation Risk: Fixed yields may erode

High Liquidity: Easily bought/sold in a deep purchasing power if inflation outpaces
market, available. returns
Safe Haven Status: Globally recognized as Opportunity Cost: Lower potential returns
premium collateral, providing stability in compared to risker assets like corporate
economic uncertainty. bonds, mortgage securities, stocks and more.
Competitive Yields: Often better yields than Reinvestment Risk: Maturing bonds may be
bank deposits or CDs for similar reinvested at lower rates in a declining rate
liquidity/tenor. environment.

DEEP BLUE
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Procurement of Financial Services GFOA recommends that:

Cash Management GB

 Governments review their financial services contracts every five years and use a
competitive process for the procurement of financial services. Governments rely
on a variety of vendors to provide essential financial services, including:

* Banking services

* Trustee/custodial

* Securities broker/dealer

* Underwriting and other debt related services
* Financial advisory

* Merchant services

* Investment advisory services

These industries are subject to constantly changing regulations, technologies, and market
conditions. As aresult, governments must provide regular due diligence of all financial
service providers. Part of ongoing due diligence includes regular competition for the
procurement of services.

GFOA recommends that governments review their financial services contracts every five
years and use a competitive process for the procurement of financial services. A _
competitive procurement process provides an opportunity for the government to obtain
market competitive rates and negotiate preferable terms and conditions and/or service
enhancements in financial service contracts

INVESTMENT ADVISORS




Cash Management

The changing economic environment highlights the importance of regularly evaluating the performance
of cash held in depository accounts

* Withthe Federal Reserve lowering interestrates, treasury departments may consider changing
cash management strategies to take advantage of potential decreased returns on deposits.

. ECR’s typically are not tied to any index or market rate but rather “managed” by the bank.

. Itis necessary to understand the terms of the ECR, bank specific fees and adjustments to
how the earnings credits are calculated to effectively manage bank balances.

. Bank services and fees can be difficult to identify due to variance in the name of the fee
such as FDIC Assessment Fee or Balance Based Service Fees and varies bank to bank.

* Somebanksimpose a Reserve Requirement which reduces the amount of the balance
available to calculate the ECR.

. Because Earnings Credits can only be used to offset bank fees, banks canrecovera
higher ECR by raising the charges for cash management and treasury services.

During a period of lower rates, higher bank balances may be required to offset fees. A great time to
evaluate utilizing adaily liquidity investment vehicle suchasa LGIP,allowing for the opportunity to earn
higherinterest earnings tothen use to offset bank fees.

DEEP BLUE
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Borrowing Costs

« Asthe U.S. government's debt grows, it can push up long-term interest
rates, which increases the cost for all borrowers, including local
governments.

* Theyield on the 10-year Treasury note has a significant impact on

homeowners' borrowing costs because fixed-rate mortgages closely track
this yield.

30-Year Mortgage and 10-Year Treasury Yield
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Source: Federal Reserve; Freddie Mac
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summary

The US Treasury Department is the steward of the U.S. economic and

financial systems

The U.S. Treasury Market is the largest, safest, most liquid market in the

world.

U.S. Treasuries are sold on the primary market to fund the federal budget

deficit.
The largest holder of the U.S. federal debt is the U.S. Government

The Treasury market effects cash management and borrowing cost

DEEP BLUE
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Questions

This presentation is for Institutional Investors Only — Not for Public Distribution
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René O’Day

38 Years Investment Experience

René O’Day is a seasoned investment strategist and financial advisor to Florida’s
local governments, bringing more than 38 years of experience in public finance. She
specializes in delivering investment solutions that prioritize safety, liquidity, and
performance— all while maintaining the highest standards of ethics and transparency.
René has built long-term partnerships with cities, counties, and special districts
across Florida, helping to grow investment programs, enhance fund performance, and
align financial strategies with each entity’s unique goals. Her approach is built on

trust, accountability, and results.

Before joining Deep Blue Investment Advisors, René served as Director of Investment
Services at Public Trust Advisors and Senior Vice President at PMA Financial

Network. Her decades of experience have deepened her expertise in the Florida
market, treasury management, government-held bank debt, operations, cash flow

PRESENTERS’ BIO analysis, and public sector investments.

René
e n e René is a proud mother of two sons, both raised in Florida. She holds her Series 7

license and is deeply committed to empowering government finance leaders through
O b D a education, collaboration, and strategic insight. She currently serves as Florida’s
y President of Women in Public Finance, championing the advancement and support of

women in the industry.

This presentation is for Institutional Investors Only — Not for Public Distribution
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PRESENTERS’ BIO

John
Scott

P30

John Scott, CTP

2 Years Investment Experience

John Scott is a Client Advisory Associate at Deep Blue Investment Advisors.
John plays a key role in supporting the Client Advisory team, specializing in
cultivating new and existing client investment relationships with an emphasis
on separately managed accounts and Florida Fixed Income Trust (FL-FIT)

investment pools.

Before joining Deep Blue, John dedicated fourteen years to teaching
mathematics. He transitioned into the wealth management sector as an
Operations Analyst at Members Trust Company, where he honed his account
management and client service acumen. His background in education paired

with these skills makes him a valuable and dynamic asset to our team

John holds a Bachelor of Science degree in secondary mathematics
education from St. Petersburg College. He currently holds a FINRA Series 65
license. He earned the Association of Financial Professionals (AFP)

designation of Certified Treasury Professional (CTP).

This presentation is for Institutional Investors Only — Not for Public Distribution
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Disclosures

This presentationis only intended for institutional and/or sophisticated professional investors. This material
is intended for informational purposes only and should not be relied upon to make an investment decision, as
it was prepared without regard to any specific objectives, or financial circumstances. It should not be
construed as an offer or to purchase/sell any investment. Any investment or strategy referenced may involve
significantrisks, including, but not limited to: risk of loss, illiquidity, unavailability within all jurisdictions, and
may not be suitable for all investors. To the extent permitted by applicable law, no member of the Deep Blue
Investment Advisors Team and/or Florida Fixed Income Trust or any officer, employee or associate accepts
any liability whatsoever for any direct or consequential loss arising from any use of this presentation or its
contents, including for negligence. This material is not intended for distribution to, or use by,any personin a
jurisdiction where delivery would be contrary to applicable law or regulation, or itis subject to any
contractual restriction. No further distribution is permissible without prior written consent.

The views expressed within this material constitute the perspective and judgment of Deep Blue Investment
Advisors and/or Florida Fixed Income Trust at the time of distribution and are subject to change. Any
forecast, projection, or prediction of the market, the economy, economic trends, and equity or fixed-income
markets are based upon current opinion as of the date of issue and are also subject to change. Opinions and
data presented are not necessarily indicative of future events or expected performance. Information
contained herein is based on data obtained from recognized statistical services, issuer reports or
communications, or other sources, believed to be reliable. No representationis made as to its accuracy or
completeness.

Performance data quoted represents past performance; past performance does not guarantee future results.
The investmentreturn and principal value of an investment will fluctuate so that an investor's shares, when
redeemed, may be worth more or less than their original cost. Current performance of the fund may be lower
or higher than the performance quoted.
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