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4Q17 Initial: Delivers Better-Than-Expected NIM,OP

ROCK [$0.09, $0.36, $0.34, $0.36] R vs. O: Operating excludes atax-related $0.16
DTA revaluation charge, $0.10 of non-recurring merger charges, and a $0.01 non-
recurring securitiesloss. O vs. K: Thein-line quarter to KBW and beat to consensus
reflects stronger NIl (+$0.03) and a lower provision expense (+$0.01), partialy
offset by weaker core fee income (-$0.03) and a higher operating tax rate (-$0.01).
CC: None.

Initial Take: Thisquarter'sbottom lineresultswerein linewith our projections; however,
the composition to get therevaried somewhat. Highlightsfor the quarter include: 1) better-
than-expected NIM, as both asset yields and funding costs came in better than we were
expecting; 2) dightly better loan growth than deposit growth, moving the loan to deposit
ratio up to 108% from 107%; 3) feesfell, as insurance revenue missed full year growth
target of 20%,; 4) expenses declined; and 4) NPAsfell, while NCOsrose. Operating ROA
improved to 0.89% from 0.85%, while TBV was essentialy flat despite the DTA write-
down, at $15.13.

NIM expansion drivesstronger NII. Net interest income rose +3.9% versus our +0.2%
estimate, reflecting a considerably higher NIM. The reported NIM rose +4bps to 3.46%,
versus our 3.33% estimate, driven by a +5bp increase in earning asset yields, partialy
offset by a+2bp increasein IBL costs. Interest-bearing deposit costs increased +3bps o/
g, bringing the full year betato 27% for 2017. Total loans grew +3.2% ¢/q compared to
our +5.0% estimate, while deposit growth came in stronger at +2.8% versus our +2.0%
estimate. The loan-to-deposit ratio ticked up to 108% from 107% in 3Q17.

Flash Note

Operating expenses fall, serving to improve the efficiency ratio. Core fee income
fell -2.0% versus our +12.8% estimate, reflecting lower insurance fees (-7%), partialy
offset by stronger deposit fees (+13.5%). Insurance fees comprise approximately 58%
of SBBX's core fee income, and rose 11% Y QY, which fdl short of the company's
20% target. Excluding $705,000 of non-recurring merger charges, operating expensesfell
-2.8%, versus our -2.4% estimate. Operating efficiency improved to 61.9% from 65.4%
in 3Q17. CONTINUED ON PAGE 2.
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Credit impacted by higher NCOs, trends still hold within areasonable range. Nonperforming
assets fell $591,000 or -6.0% to comprise 0.94% of total assets, versus our flat 1.03% projection.
NCOs rose to $626,000, or 0.31% of average loans, versus our 0.12% estimate. The provision
expense came in at $459,000, below our $512,000 expectation and slightly higher than the 3Q17
level of $340,000. The provision fell short of NCOs and loan growth for the quarter, causing the
reserve-to-loan ratio to fall to 0.89% from 0.94% in 3Q17, and below our 0.93% estimate.

Please refer to important disclosures and analyst certification information on pages5 - 9. 2



e | KEEFE, BRUYETTE & WOODS January 30, 2018
S| Specialists in Financial Services SBBX, 4Q17 Initial: Delivers Better-Than-Expected NIM,OP

A Stifel Company

This report is intended for nshapiro@intermarket.com. Unauthorized redistribution of this report is prohibited.

Sussex Bancorp (SBBX - Outperform - $32.50 Target) KBW Analyst: Collyn Gilbert
Conference Call: None
ROCK: [$0.09, $0.36, $0.34, $0.36] Dial-In: Code:
Variance to
($ in millions) 3Q17A Q/Q% 4Q16A Y/Y %
Net Interest Income $8 $0.03 $8 3.9% $7 19.5%

Provision 0 1 $0.01 0 35.0% 0 93.7%

Net after Provision $7 $7 $7 2.4% $6 16.7%

—

Deposit Fees 0 0 0 13.5% 0 24.9%

ATM/Debt Fees 0 0 0 0.5% 0 4.7%

BOLI 0 0 0 0.0% 0 75.6%
Insurance Fees 1 2 1 -7.1% 1 24.0%
Brokerage Fees 0 0 0 33.3% 0 50.0%

Other Income 0 0 0 4.8% 0 19.0%

Operating Fee Income $2 $2 -$0.03 $2 -2.0% $2 24.2%

Securities Gains (Losses) 0 0 0 103.8% 0 -163.9%

Other Non-Recurring Revenues 0 0 0 NM 0 NM

Total Non-Interest Income $2 $2 -$0.04 $2 -3.4% $2 15.0%

Compensation Costs 4 4 4 0.7% 3 11.1%

Occupancy & Equipment 1 1 1 0.3% 1 0.9%

Marketing 0 0 0 -23.4% 0 -14.0%

Professional Fees 0 0 0 30.4% 0 81.2%

Director Fees 0 0 0 16.0% 0 51.4%

FDIC Assessment 0 0 0 42.9% 0 -45.7%

Insurance 0 0 0 10.0% 0 14.9%

Stationary 0 0 0 -28.6% 0 -28.6%

Collection Costs 0 0 0 104.3% 0 51.6%

Data Processing 1 1 1 -6.2% 0 10.0%

Other Operating Expenses 1 0 0 153.0% 0 167.9%

Operating Expenses $6 $6 $0.00 $6 -2.8% $6 6.8%

Non-Recurring Expenses 1 0 0 704 0 NA

Total Non-Interest Expense $7 $6 -$0.07 $6 8.4% $6 19.1%

Operating Pre-Tax Earnings 3 3 3 10.5% 2 47.4%

Tax Rate 36% 34% -$0.01 34% 162bp 35% 89bp

Est. Operating Tax Provision 1 1 1 15.8% 1 51.2%

OPERATING NET INCOME $2 $2 $2 7.8% $1 45.4%

Non-conv Preferred Div. 0 0 0 0

OPERATING NET INCOME TO COMMON $2 $2 $2 7.8% $1 45.4%

Average (fd) Shares 6 6 6 0.2% 5 27.8%

Reported Earnings per Share (fd) $0.09 $0.36 -$0.27 $0.33 -72.7% $0.32 -71.9%

Operating Earnings per Share $0.36 $0.36 $0.00 $0.33 9.1% $0.31 16.1%

Profitab Operating

PTPP ROAA 1.56% 1.55% 1bp 1.42% 14bp 1.20% 37bp

Return on Assets 0.89% 0.88% Obp 0.85% 4bp 0.71% 18bp

Return on Common Equity 2.2% 9.1% -690bp 8.4% -625bp 10.1% -798bp

Tangible Return on TCE 9.4% 9.3% 2bp 8.8% 58bp 10.4% -103bp

Net Interest Margin (reported) 3.46% 3.33% 13bp 3.42% 4bp 3.35% 11bp

Efficiency Ratio 61.9% 62.0% -11bp 65.4% -349bp 69.8% -789bp

Average Loans 808 815 -0.9% 784 3.1% 679 18.9%

Average Earning Assets 928 932 -0.5% 903 2.7% 794 16.8%

Average Assets 964 971 -0.8% 937 2.8% 829 16.3%

Average Securities 112 109 2.3% 113 -1.4% 105 6.6%

Average Deposits 752 749 0.4% 726 3.6% 643 17.0%

Average Common Equity 94 95 -0.8% 93 1.0% 59 58.5%

EOP Loans 821 835 -1.7% 795 3.2% 695 18.0%

EOP Assets 979 985 -0.6% 957 2.4% 849 15.4%

EOP Deposits 762 757 0.8% 742 2.8% 661 15.4%

EOP Common Equity 94 96 -1.6% 94 0.3% 60 56.8%

Tangible Common Equity 91 93 -1.7% 91 0.3% 57 59.6%

EOP Loans / Deposits 107.6% 110.3% -269bp 107.2% 46bp 105.2% 244bp

Average Securities / AEA 12.0% 11.7% 32bp 12.5% -50bp 13.2% -115bp

TCE Ratio (TCE/TA) 9.4% 9.5% -10bp 9.6% -20bp 6.8% 259bp

CET1/RWA NA NA NA NA NA NA NA

Tier 1 Leverage Ratio NA NA NA NA NA 10.4% NA

Tangible Book Value per Share $15.13 $15.38 -1.7% $15.09 0.3% $12.08 25.3%

oset —

Total NPAs 9 10 -1 10 -6.0% 9 -1.3%
NPA's / Loans & OREO 1.12% 1.21% -9bp 1.23% -11bp 1.34% -22bp
Provision / Avg Loans 0.23% 0.25% -2bp 0.17% Sbp 0.14% -22bp

Net Charge-offs 1 ) 0 0 20766.7% 0 -589.1%
Net Charge-offs / Avg Loans 0.31% 0.12% 19bp 0.00% 31bp -0.07% -22bp

EOP Loan Loss Reserve 7 8 0 8 -2.2% 7 9.5%
Reserve / Loans 0.89% 0.93% -4bp 0.94% -5bp 0.96% -22bp
Reserve / NPLs 1.22x 1.29x -0.07x 1.14x 0.08x 1.15x 0.07x

Source: Keefe, Bruyette, & Woods, Inc.

Please refer to important disclosures and analyst certification information on pages5 - 9. 3
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SUsSSex Bancorp (SBBX]
Statement of Operations - $000s except per share data
2014 2015 1016 2016 316 4a16 2016 117 2017 3Q17 aQ17 2017 1Q18€ 2018€ 3Q18€ 4Q18€ 2018E 2019€
Interest Income 21,300 23644 6,726 6,999 7575 7.860 29,160 8,268 8542 9,255 9,634 35,699 12711 12,984 13,654 14,087 53.437 62,120
Interest Expense 3294 3568 1,080 1182 1,227 1,273 4762 1,519 1,647 1,681 1,764 6611 2360 2448 2538 2635 9,981 11,623
Net Interest Income 18,006 20,076 5,646 5817 6,348 6,587 24,398 6,749 6,895 7.574 7,870 29,088 10,351 10,536 11,116 11452 43,456 50,497
Loan Loss Provision 1,537 636 am 385 458 237 1,201 407 380 340 459 1,586 732 710 755 641 2,838 4,086
Deposit Fees 1,047 906 225 256 25 249 975 253 285 274 311 1123 313 326 329 335 1,303 1326
ATM/Debt Fees 726 776 187 200 190 190 767 180 200 198 199 777 191 199 200 201 790 797
BOLI 324 313 77 75 7 82 308 106 128 144 144 522 144 144 144 144 576 576
Insurance Fees 3139 3,686 1721 1,039 1,090 946 4,79 1,747 1,143 1,263 1173 5326 2257 1,928 2120 2014 8320 10,246
Brokerage Fees 108 130 27 50 (10) 8 75 3 - 9 12 24 9 9 9 9 36 36
AFS Securities Impairment - - - - - - - - - - - - - - - - - -
Securities Gains 289 271 167 105 89 83 444 107 (30) (26) (53) 2 - - - - - -
Loan/OREO Gains (5) (130) (13) (6) - - (19) - - - - - - - - - - -
Other Income 333 501 133 107 % 147 483 81 9 167 175 515 19 201 203 205 804 840
Total Non-Interest Income 5,961 6,453 2,524 1,826 1774 1,705 7,829 2,477 1818 2,029 1,961 8,285 3110 2,806 3,005 2,908 11,828 13821
Other Non-Recurring Income - - - - - - - - - - - - - - - - - -
Fee-Based Income 5,677 6312 2,370 1,727 1,685 1622 7,404 2370 1,848 2,055 2,014 8,287 3,110 2,806 3,005 2,908 11,828 13,821
16.0% 737
Total Revenue 23,967 26,529 8170 7,643 8122 8292 32,227 9,226 8,713 9,603 9,831 37,373 13,461 13,342 14,121 14,361 55,284 64,318
Operating Revenue 23,683 26,388 8,016 7.544 8,033 8,209 31,802 9,119 8,743 9,629 9,884 37,375 13,461 13,342 14,121 14,361 55,284 64,318
Compensation Costs 10,079 11,506 3353 3076 3243 3406 13,078 3558 3677 3755 3783 14773 4836 4839 4,984 5123 19,782 21,753
Occupancy & Equipment 2353 2616 657 795 711 689 2,852 740 690 693 695 2818 895 889 898 924 3,606 3847
Marketing 281 326 105 86 63 57 311 106 89 64 49 308 65 66 67 67 265 276
Professional Fees 737 654 174 177 219 218 788 277 198 303 395 1173 184 185 186 187 742 764
Director Fees 475 544 59 160 159 72 450 107 89 9 109 399 103 103 103 103 214 455
FDIC Assessment 607 446 120 121 138 129 508 51 93 49 70 263 51 51 51 51 206 216
Insurance 288 271 73 73 67 67 280 66 66 70 77 279 72 72 72 72 290 300
Stationary 21 197 52 50 47 22 191 32 4 42 30 148 s s a4 2 173 183
Collection Costs 380 207 32 53 2 31 140 2 28 23 a7 122 2 2 2 25 97 103
Data Processing 1714 1,653 549 548 529 482 2108 557 521 565 530 2173 576 582 588 594 2340 2435
OREO Costs 432 535 75 144 98 141 458 45 32 21 (15) 283 56 56 57 57 227 236
Other Operating Expenses 1,262 1,598 361 315 353 392 1421 414 999 415 1,050 2878 1,268 1,233 1,263 1,295 5059 5245
Total Non-Interest Expense 18,829 20,553 5,610 5,598 5,651 5726 22,585 5,977 6,526 6.294 6.820 25,617 8175 8144 8338 8,543 33,200 35815
Other Non-Recurring Expense - - - - - - - - 556 1 705 1,262 - - - - - -
Recurring Operating Expense 18,829 20,553 5,610 5,598 5,651 5726 22,585 5,977 5,970 6293 6115 24,355 8,175 8,144 8338 8543 33,200 35,815
Pre-Tax Income 3,601 5340 2349 1,660 2,013 2329 8351 2842 1,807 2,969 2552 10170 4554 4488 5027 5177 19,246 24,417
Income Taxes 1,001 1,640 775 551 696 806 2828 831 603 1,006 2,039 4479 975 960 1,076 1,108 4119 5225
Net Income 2,600 3,700 1574 1,109 1317 1523 5523 2,011 1204 1,963 513 5691 3579 3528 3,951 4,069 15.127 19,192
Preferred Dividend - - - - - - - - - - - - - - - - - -
Discontinued Operations / Minority Interests - - - - - - - - - - - - - - - - - -
Net Income Available for Common 2,600 3,700 1574 1,109 1317 1,523 5523 2,011 1,204 1,963 513 5,691 3,579 3,528 3951 4,069 15.127 19,192
Diluted EPS 057 s 0.81 034§ 024§ 028 § 032 s 119 043 $ 025 § 033 § 0.09 1.06 046 $ 045§ 050 § 052 s 1935 244
[0eratina EPS 052 s 0.78 032 § 023 § 027§ 031§ 113]$ 041§ 034§ 033 § 0.36 1.42 046 $ 045§ 050 § 052 193[s 244
% Chanae 119.7% 50.2% 46% -29.2% 18.8% 16.2% 43.9% 31% -17.9% -1.8% 7.6% 26.4% 29% -2.5% 12.0% 3.0% 35.2% 26.5%
Avg. Diluted Shares 4,580 4,594 4,606 4610 4684 4705 4651 4727 4741 6.001 6,012 5370 7779 7.861 7.861 7.861 7.841 7.861
Effective Tax Rate 27.8% 30.7% 33.0% 33.2% 34.6% 34.6% 33.9% 29.2% 33.4% 33.9% 79.9% 44.0% 21.4% 21.4% 21.4% 21.4% 21.4% 21.4%
Dividends Paid 006 | $ 015 004 $ 004 $ 004 $ 0043 016 | $ 004 $ 006 $ 006 $ 0.06 022 006 $ 006 $ 006 $ 006 | $ 024 024
Dividend Paout (Diluted) 1% 19% 12% 17% 14% 12% 13% 9% 24% 18% 70% 21% 13% 13% 12% 12% 12% 10%
Dividend Pavout (Operating) 12% 19% 13% 18% 15% 13% 14% 10% 18% 18% 17% 15% 13% 13% 12% 12% 12% 10%
Book Value 1099 | $ 1161 1191 $ 1215 $ 1237 $ 1267 | $ 1267 | $ 13.04 % 1527 % 1555 % 15.59 15.59 1831 $ 1870 $ 19.14 $ 19.60 | $ 19.60 | 21.35
[Tanaible Book Value 1038 [ S 11.00 1131 § 1155 § 1177 § 12.08 [ § 12.08 [ § 1246 S 1481 § 1509 § 15.13 15.13 1544 $ 1583 § 1627 $ 1672 [ § 1672 [ § 18.48
% Chanae 10.2% 6.0% 2.7% 2.2% 1.9% 2.6% 9.8% 3.1% 18.9% 1.9% 0.3% 25.3% 0.4% 2.5% 2.8% 2.8% 8.7% 10.5%
Growth Rates 2014 2015 1Q16 2016 3016 4Q16 2016 1Q17 217 3017 4Q17 2017 1Q18 2018 3018 4Q18 2018 2019
Net Income 82.1% 42.3% 72.4% -29.5% 18.8% 15.6% 49.3% 32.0% -40.1% 63.0% -73.9% 3.0% 66.6% -1.4% 12.0% 3.0% 106.5% 26.9%
Net Interest Income 9.5% 11.5% 6.6% 3.0% 9.1% 3.8% 21.5% 2.5% 22% 9.8% 3.9% 19.2% 36.4% 1.8% 5.5% 3.0% 50.8% 16.2%
Non Interest Income 2.6% 83% 80.8% 27.7% 2.8% -3.9% 21.3% 45.3% -26.6% 11.6% -3.4% 5.8% 34.1% -9.8% 7.1% 3.2% 36.9% 16.8%
Non Interest Expense 31% 9.2% 7.9% -0.2% 0.9% 13% 9.9% 2.4% 9.2% -3.6% 8.4% 13.4% 33.1% -0.4% 2.4% 2.4% 33.1% 7.9%
Recurring Revenue 7.0% 11.4% 17.5% 5.9% 6.5% 22% 20.5% 11.1% 4.1% 10.1% 2.6% 17.5% 35.8% -0.9% 5.8% 17% 47.8% 16.3%
Recurring Expense 31% 9.2% 7.9% -0.2% 0.9% 13% 9.9% 2.4% -0.1% 5.4% -2.8% 7.8% 33.1% -0.4% 2.4% 2.4% 36.2% 7.9%
Core Pre-Tax Pre-Provision Income 25.0% 20.2% 47.9% -19.1% 22.4% 4.2% 58.0% 26.5% 11.7% 20.3% 13.0% 41.3% 40.3% -1.7% 11.2% 0.6% 69.6% 29.1%
Return on Avg. Assets (ROA) 0.46% 0.59% 0.90% 0.59% 0.66% 0.74% 0.72% 0.94% 0.54% 0.84% 0.21% 0.62% 1.22% 1.02% 1.11% 1.11% 1.11% 1.21%
Operating ROA 0.43% 057% 0.84% 0.56% 0.63% 0.71% 0.68% 0.90% 0.71% 0.85% 0.89% 0.84% 1.22% 1.02% 111% 111% 111% 121%
Pre Provision Pre Tax ROA 0.87% 0.93% 137% 1.04% 1.19% 1.20% 1.20% 1.46% 1.24% 1.42% 1.56% 1.42% 1.80% 1.50% 1.62% 1.59% 1.62% 1.80%
Return on Ave. Equity (ROE) 5.3% 7.0% 11.4% 7.9% 9.1% 10.1% 9.6% 13.1% 7.2% 8.4% 22% 7.2% 11.9% 9.7% 10.6% 10.6% 10.6% 11.8%
Return on Avg. TCE (ROATCE) 5.1% 7.3% 11.3% 7.8% 9.2% 10.4% 9.7% 13.2% 8.6% 8.8% 9.4% 9.7% 13.3% 11.4% 12.5% 12.5% 12.4% 13.7%
Net Interest Margin (Reported) 3.49% 3.45% 3.46% 331% 334% 335% 337% 339% 3.29% 3.42% 3.46% 339% 331% 3.29% 337% 338% 334% 3.42%
Efficiency Ratio (Reported) 78.6% 77.5% 68.7% 73.2% 69.6% 69.1% 70.1% 64.8% 74.9% 65.5% 69.4% 68.5% 60.7% 61.0% 59.1% 59.5% 60.1% 55.7%
Efficiency Ratio (Operating) 79.5% 77.9% 70.0% 74.2% 70.3% 69.8% 71.0% 65.5% 68.3% 65.4% 61.9% 65.2% 60.7% 61.0% 59.1% 59.5% 60.1% 55.7%
Core Fees/Operating Revenue 24.0% 23.9% 29.6% 22.9% 21.0% 19.8% 23.3% 26.0% 21.1% 21.3% 20.4% 22.2% 23.1% 21.0% 21.3% 20.3% 21.4% 21.5%
leesierperricc .~ -~ -
Net Charge-offs 1317 688 (11) 209 115 (128) 185 306 12 3 626 947 300 300 325 325 1,250 2,500
NCOs/Avg, Loans 031% 0.14% 0.01% 0.14% 0.07% -0.08% 0.03% 0.17% 0.01% 0.00% 031% 0.12% 0.12% 0.11% 0.11% 0.11% 0.11% 0.18%
Nonperforming Assets 12,048 10219 9,949 8910 9116 9,347 9,347 8,603 10,641 9818 9,227 9,227 10416 10728 11,050 11,382 11,382 12,810
NPAs/Assets 2.02% 1.49% 1.39% 113% 113% 1.10% 1.10% 0.99% 1.15% 1.03% 0.94% 0.94% 0.76% 0.76% 0.76% 0.77% 0.77% 0.76%
NPA Formation (3,204) (1,142) (281) (830) 321 103 (687) (438) 2,050 (820) 35 827 603 612 647 657 2519 3929
Provision/NCOs 117 092 (19.18) 184 398 (1.85) 6.98 133 3167 11333 073 167 244 237 232 197 227 163
Reserve/NPAS a7% 55% 58% 67% 69% 72% 72% 79% 67% 76% 79% 79% 79% 80% 82% 82% 82% 127%
Reserve/Gross Loans 1.20% 1.03% 1.00% 0.94% 0.95% 0.96% 0.96% 0.95% 0.93% 0.94% 0.89% 0.89% 0.75% 0.75% 0.75% 0.75% 0.75%

1.11%
[ cavital Metrics
Tangible Common Equity/Tangible Assets 7.4% 6.9% 6.9% 6.8% 6.9% 0.7% 0.6% 9.4% 9.1% 2.0% 9.0% 9.1%

Source: Company reports, KBW Research
Effective date:
1/30/2018

Please refer to important disclosures and analyst certification information on pages5 - 9.
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and Wales, no. 03719559 and its registered office is 4th Floor, 150 Cheapside, London EC2V 6ET. Stifel Nicolaus Europe Limited, also trading as
Keefe, Bruyette & Woods Europe, is authorised and regulated by the Financial Conduct Authority (FCA) in the UK entered on the FCA’s register,
no. 190412 and is a member of the London Stock Exchange. Disclosures in the Important Disclosures section referencing KBW include one or all
affiliated entities unless otherwise specified.

Registration of non-U.S. Analysts: Any non-U.S. Research Analyst employed by a non-U.S. affiliate of KBWI contributing to this report is not
registered/qualified asresearch analyst with FINRA and/or the NY SE and may not be an associated person of KBWI and therefore may not be subject
to FINRA Rule 2241 restrictions on communications with a subject company, public appearances, and trading securities held by a research analyst
account.

Disclosure Information: For current company-specific disclosures, please write to one of the KBW entities: For U.S. Research: Keefe, Bruyette
& Woods, Inc. Research Department, 787 7th Avenue, 4th Floor, New York, NY 10019. For European Resear ch: The Compliance Officer, Stifel
Nicolaus Europe Limited, 4th Floor, 150 Cheapside, London EC2V 6ET. Or visit our website at http://www.kbw.com/research/disclosures. KBW
has arrangementsin place to manage conflicts of interest including information barriers between the Research Department and certain other business
groups. As aresult, KBW does not disclose certain client relationships with, or compensation received from, such companies in its research reports.

Sussex Bancorp (SBBX)
Target Price: $32.50

Risk Factors:
Key risk factorsinclude, but are not limited to: interest rate risk, credit risk, increased competition, and a prolonged recessionary or weak economic
environment.

Valuation:
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Our $32.50 PT represents ~16.2x our 2018E

Rating and Price Target History for: Sussex Bancorp (SBBX) as of 01-29-2018

1:0P:$17.00 ||OP:$19.50 ||OP:$25.50 || OP:$29.00 || OP:$28.50 ||OP:$32.50
01/13/16 11/28/16 04/04/17 06/19/17 10/038/17 12/21/17

.

Apr 20130l 20130ct 2013kn 2014Apr 20144ul 20140ct 2014Jan 2015Apr 20154l 20150ct 20154n 2016Apr 20160l 20160ct 2016Jan 2017Apr 20170l 20170ct 20174n 2018

Closing Price Price Target

Outperform (OP); Market Perform (MP); Underperform (UP); Restricted (RES); Suspended (SP); Not Rated (NR); Covered - Not Rated (CNR)

Note: The boxes on the Rating and Price Target History Chart above indicate the date of Report/Note, the
rating and pricetarget. Each box represents adate on which an analyst made achangeto arating or pricetarget.

Distribution of Ratings/IB Services

KBW
*IB Serv./Past 12 Mos.
Rating Count Percent Count Percent
Outperform [BUY] 215 34.79 80 37.21
Market Perform [HOLD] 349 56.47 126 36.10
Underperform [SELL] 38 6.15 10 26.32
Restricted [RES] 0 0.00 0 0.00
Suspended [SP] 16 2.59 1 6.25
Covered -Not Rated [CNR] 2 0.32 0 0.00

* KBW maintains separate research departments; however, the above chart, "Distribution of Ratings/IB
Services," reflects combined information related to the distribution of research ratings and the receipt of
investment banking fees globally.**Note: All ratings for Keefe, Bruyette and Woods, Inc. as of January 15,
2015 reflect arelative ratings system.

Explanation of Ratings: KBW Research Department providesthree coreratings: Outperform, Market Perform, and Underperform, and threeancillary
ratings: Suspended, Restricted, and Covered-Not Rated. For purposes of FINRA Rule 2241, Outperform is classified as a Buy, Market Perform
is classified as a Hold, and Underperform is classified as a Sell. Suspended indicates that KBW's investment rating and/or target price have been
temporarily suspended due to applicable regulations and/or KBW policies. Restricted indicates that KBW is precluded from providing an investment
rating or pricetarget dueto thefirm’'srolein connection with amerger or other strategic financial transaction. Covered-Not Rated indicates that KBW
is not providing an investment rating and/or price target due to the lack of publicly available information and/or its inability to adequately quantify
the publicly available information to sufficiently produce such metrics.

North American Stocks and European Stocks are rated based on the share price upside to target price relative to the relevant sector index
performance on a 12-month horizon. Outperform rated stocks have a greater than 10 percentage point (“pp”) relative performance versus the sector,
Market Perform rated stocks between +10pp to -10pp rel ative performance versus the sector, and Underperform rated stocks alower than 10pp relative
performance versus the sector. The 12-month price target may be determined by the stock’ s fundamentally driven fair value and/or other factors (e.g.,
takeover premium or illiquidity discount).

KBW M odel Portfolio: “Model Portfolio Buy” - Companies placed on thislist are expected to generate atotal rate of return (percentage price change
plus dividend yield) of 10% or more over the next 3 to 6 months. “Model Portfolio Sell” - Companies placed on this list are expected to generate a
total rate of return (percentage price change plus dividend yield) at or below -10% over the next 3 to 6 months.

Please refer to important disclosures and analyst certification information on pages5 - 9. 6
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The purpose of the Model Portfolio is to inform institutional investors of KBW!I’s short-term (as described above) outlook for a particular industry
sector. The Portfolio is not available for purchase or sale, cannot be duplicated as shown, is hypothetical and is for illustrative purposes only. For a
more detailed description of the selection criteria and other specifics related to the construction of the Model Portfolio, please refer to the January 5,
2010 Model Portfolio Primer and/or contact your KBWI representative for more information.

The Model Portfolio should be viewed as a short-term outlook of a particular industry sector, not as individual security recommendations. The
Model Portfolio uses a three-to-six-month time horizon and should not be considered when making longer term investments. KBWI Research
publishes research with a 12-month outlook on each issuer of securities contained in the Model Portfolio. Investors who are interested in a particular
security should request KBWI Research’s coverage of such securities by contacting your KBWI representative. KBW research contains analyses of
fundamental's underlying each issuer.

KBWI’s long-term recommendations may differ from recommendations made for the Model Portfolio. These differences are the result of different
time horizons—KBWI research has a 12-month outlook and the Model Portfolio has a three-to-six-month outlook.

Although the model portfolio is based upon actual performance of actual investments, KBWI did not recommend that investors purchase this
combination—or hypothetical portfolio—of investments during the time period depicted here. As this hypothetical portfolio was designed with the
benefit of hindsight, the choice of investments contained in it reflects a subjective choice by KBWI. Accordingly, this hypothetical portfolio may
reflect a choice of investments that performed better than an actual portfolio, which was recommended during the depicted time frame, would have
performed during the same time period. Moreover, unlike an actual performance record, these results do not represent actual trading wherein market
conditions or other risk factors may have caused the holder of the portfolio to liquidate or retain al or part of the represented holdings.

Stifel/KBW Income Opportunity List, Stifel/KBW Analyst Select List, and Stifel/KBW Select Income Opportunity—The Crossovers List:
These lists include companies that analysts believe have the most attractive risk-adjusted return potential over the next 12 months, or, in the case of
the Stifel/KBW Income Opportunity Ideas List, have yield in excess of 2%. In some cases, analysts who cover more than one sub-sector may have
more than one name on the list.

Other Research Methods: Please be advised that KBW providesto certain customers on request specialized research products or servicesthat focus
on covered stocks from a particular perspective. These products or services include, but are not limited to, compilations, reviews, and analysis that
may use different research methodologies or focus on the prospects for individual stocks as compared to other covered stocks or over differing time
horizons or under assumed market events or conditions.

OTHER DISCLOSURES

Indexes: Thefollowing indexes: U.S.: KBW Nasdag Bank Index (BKX), KBW Nasdaq | nsurance Index (K1X), KBW Nasdaq Capital Markets |ndex
(KSX), KBW Nasdag Regional Banking Index (KRX), KBW Nasdaq Property & Casualty Index (KPX), KBW Nasdaq Financial Technology Index
(KFTX), KBW Nasdag Premium Yield Equity REIT Index (KY X); KBW Nasdag Financial Sector Dividend Yield Index (KDX); and Global: KBW
Nasdag Globa Bank Index (GBKX), are the property of KBWI and Nasdag.

KBW!I and Nasdag do not guarantee the accuracy and/or completeness of the indexes, make no express or implied warranties with respect to the
indexes and shall have no liability for any damages, claims, losses, or expenses caused by errors in the index calculation. KBWI and Nasdaq make
no representation regarding the advisability of investing in options on the Index. Past performanceis not necessarily indicative of futureresults.

ETFs—Important Disclosures: The shares (“Shares’) of ETFs are not sponsored, endorsed, sold, or promoted by KBWI. KBWI makes no
representation or warranty, express or implied, to the owners of the Shares or any member of the public regarding the advisability of investing in
securities generally or in the Shares particularly or the ability of its Indexes to track general stock market performance. The only relationship of
KBWI to Invesco PowerShares Capital Management LLC is the licensing of certain trademarks and trade names of KBWI and its Indexes which
are determined, composed, and calculated by KBWI without regard to Invesco PowerShares Capital Management LLC, the fund, or the Shares.
Additionally, KBWI and The NASDAQ OMX Group, Inc. (“Nasdag") are parties to an agreement (the “Nasdag Agreement”) whereby KBWI has
given Nasdaq the power and authority to license certain trademarks and trade names of KBW and its Indexes, including Source UK Services Limited
(“Source”) and potential future Licensees. KBWI has no obligation to take the needs of Invesco PowerShares Capital Management LLC or any
other current or future Licensee or the owners of the shares into consideration in determining, composing, or calculating the Indexes. KBWI is not
responsible for and has not participated in any determination or cal culation made with respect to issuance or redemption of the Shares. KBWI has no
obligation or liability in connection with the administration, marketing, or trading of the Shares.

Compensation. KBWI and Invesco PowerShares Capital Management LLC are parties to an index licensing agreement wherein KBWI licenses
its Indexes to Invesco PowerShares Capital Management LLC and KBW!I receives as compensation payments based on the amount of assets under
management in the ETFs (which the licensed Indexes underlie) and which may be recommended in this report. Pursuant to the Nasdag Agreement,
KBWI similarly receives as compensation payments based on the amount of assets under management in any Licensee ETFs (which the licensed
Indexes underlie) and which may or may not also be recommended in this report.

ETF and Index Reports. The author of index and related ETF reports is the Director of KBWI’s Research Department, who is also the head of the
KBWI Index Committee. This Index Committee selects index components for the indexes upon which the recommended ETFs are based.

ETF Risks. There are risks involved with investing in ETFs, including possible loss of money. ETFs may not always trade or price as expected.
Generally, security classifications used in calculating allocation tables are as of the last trading day of the previous month. ETFstrade like stocks, are
subject to investment risk, fluctuate in market value and may trade at prices above or below the ETFs net asset value. Diversification does not ensure
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a profit and may not protect against loss in declining markets. Investors should refer to the individual ETF prospectus for a more detailed discussion
of the specific risks and considerations for an individual ETF.

Investing in a single sector may be subject to more volatility than funds investing in a diverse group of sectors. Brokerage commissions and ETF
expenseswill reducereturns. In general, ETFs can be expected to move up or down in value with the value of the applicableindex. Although ETFs may
be bought and sold on the exchange through any brokerage account, ETFs are not individually redeemable from the Fund. Investors may acquire ETFs
and tender them for redemption through the Fund in Creation Unit Aggregations only, please see the prospectus (link below) for more details. Shares
are not actively managed and are subject to risks including those regarding short selling and margin maintenance requirements. Past performance is
not necessarily indicative of future results.

Aninvestor should consider the Funds’ investment objectives, risks, charges, and expenses carefully before investing. This and other information can
be found in their prospectuses. Not all ETFs may be suitable for retail investors. Individual ETFs may not be available for salein all jurisdictions. For
this and more complete information about the U.S Funds, call InvescoPowerShares at 1-800-983-0903 or visit https://www.powershares.com for a
prospectus. For more complete information about the non-U.S. Funds, investors should contact Source at https://www.sourceetf.com for a prospectus.
The prospectus should be read carefully before investing.

Shares of the ETFs funds are not guaranteed or insured by the FDIC or by another governmental agency; they are not obligations of the FDIC nor
are they deposits or obligations of or guaranteed by KBWI or Invesco PowerShares Capital Management LLC. ETFs are distributed by Invesco
Distributors, Inc. the distributor of the PowerShares Exchange-Traded Fund Trust |1. PowerShares® isaregistered trademark of Invesco PowerShares
Capital Management LLC.

General Risk Disclosure: Investments in securities or financial instrument involve numerous risks which may include market risk, counterparty
default risk, liquidity risk and exchange rate risk. No security or financial instrument is suitable for al investors, and someinvestors may be prohibited
in certain states or other jurisdictions from purchasing securities mentioned in this communication. The securities of some issuers may not be subject
to the audit and reporting standards, practices and requirements comparabl e to those companies located in the investor’ s local jurisdiction. Where net
dividends to ADR investors are discussed, these are estimated, using withholding tax rate conventions, and deemed accurate, but recipients should
always consult their tax advisor for exact dividend computations.

COUNTRY-SPECIFIC AND JURISDICTIONAL DISCLOSURES

United States: This report is being distributed in the U.S. by KBWI. Where the report has been prepared by a non-U.S. affiliate, KBWI accepts
responsibility for its contents.

U.K. and European Economic Area (EEA): Thisreport isissued and approved for distribution in the EEA by Stifel Nicolaus Europe Limited, also
trading as Keefe, Bruyette & Woods Europe, which is regulated in the United Kingdom by the Financial Conduct Authority (FCA). Our European
Policy for Managing Research Conflicts of Interest is available at www.stifel.com/institutional /| mportantDisclosures.

To access a table of al rating and price target changes in the preceding 12 months for stocks under KBW coverage, please click here: https://
kbw3.bluematrix.com/sellside/MAR.action

Canadian Distribution: Research produced by KBW isdistributed in Canadaby KBW inreliance on theinternational dealer exemption. Thismaterial
isintended for use only by professional or institutional investors. None of the investments or investment services mentioned or described herein is
available to other persons or to anyone in Canadawho is not a“permitted client” as defined under applicable Canadian securities law.

Injurisdictionswhere KBW isnot already licensed or registered to trade securities, transactionswill only be affected in accordancewith local securities
legislation which will vary from jurisdiction to jurisdiction and may require that atransaction is carried out in accordance with applicable exemptions
from registration and licensing requirements. Non-U.S. customers wishing to effect a transaction should contact a representative of the KBW entity
intheir regional jurisdiction except where governing law permits otherwise. U.S. customers wishing to effect atransaction should do so by contacting
arepresentative of KBWI.

ONLY DISTRIBUTE UNDER REGULATORY LICENSE

This communication is only intended for and will only be distributed to persons residing in any jurisdictions where such distribution or availability
would not be contrary to local law or regulation. This communication must not be acted upon or relied on by personsin any jurisdiction other than
in accordance with local law or regulation and where such person is an investment professional with the requisite sophistication and resources to
understand an investment in such securities of the type communicated and assume the risks associated therewith.

The securities discussed in this report may not be available for sale in al jurisdictions. Clients considering an investment in the securities discussed
should speak with their sales representative prior to making an investment decision.

CONFIDENTIAL INFO

This communication is confidential and is intended solely for the addressee. It is not to be forwarded to any other person or copied without the
permission of the sender. Please notify the sender in the event you have received this communication in error.

NO SOLICITATION OR PERSONAL ADVICE

This communication is provided for information purposes only. It is not a personal recommendation or an offer to sell or a solicitation to buy the
securities mentioned. Investors should obtain independent professional advice before making an investment.

ASSUMPTIONS, EFFECTIVE DATE, AND UPDATES
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Certain assumptions may have been made in connection with the analysis presented herein, so changes to assumptions may have a material impact
on the conclusions or statements made in this communication. Facts and views presented in this communication have not been reviewed by, and may
not reflect information known to, professionals in other business areas of KBW, including investment banking personnel.

The information relating to any company herein is derived from publicly available sources and KBW makes no representation as to the accuracy
or completeness of such information. Neither KBW nor any of its officers or employees accept any liability whatsoever for any direct, indirect, or
consequential damages or losses arising from any use of this report or its content.

This communication has been prepared as of the date of the report.

KBW does not undertake to advise clients of any changesin information, estimates, pricetargets, or ratings, all of which are subject to change without
notice. The recipients should assume that KBW will not update any fact, circumstance, or opinion contained in this report.

COPYRIGHT

Thisreport is produced for the use of KBW customers and may not be reproduced, re-distributed or passed to any other person or published in whole
or in part for any purpose without the prior consent of KBW.
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