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Damian Howard, CFA
Security National Bank
Senior Vice President, Director of Investment Services

Damian is a financial and wealth advisor with over 20 years of
experience assisting individuals and institutions in investments
and wealth management. He is active on the investment
committees for Essential Pregnancy Service and the Archdiocese
of Omaha. Damian earned a bachelor's degree in economics from
Wabash College and an MBA in finance and international business
from Indiana University Bloomington.

Clinton Rushing, CFA

Security National Bank
Vice President, Senior Investment Officer

Clinton plays a vital role in managing client portfolios, creating asset
allocation models, and conducting equity research. With 20 years of
experience in investments and financial institutions, he also teaches
at Creighton University's Heider College of Business. Clinton holds an
MBA from Northwestern University's Kellogg School of Management
and a bachelor's in business administration from the University of
Nebraska-Omaha. He is a board member and past president of the
Chartered Financial Analyst (CFA) Society of Nebraska.

THE WEBINAR WILL START AT NOON CST.




2025
ECONOMIC
‘ OUTLOOK

SECURITY

NATIONAL BANK



B SECURITY
ST e T v~ - ~ o NATIONAL BANK

- SRS~ , 23 <> - O S ' > PRIVATE CLIENT SERVICES
DISCLAIMER = e - . : .

This material is intended for informational purposes only and does not constitute an
invitation or solicitation to invest in any particular investment product. Information contained
herein has been obtained from sources believed to be reliable but may change without
notice. We do not guarantee its accuracy or completeness. Security National Bank accepts no
liability for the results of any action taken on the basis of this information.

Financial commentary discussed in this report may not be applicable or suitable for all
investors, and investors must make their own independent legal, tax, accounting, and
financial evaluations of their risks and merits. Past performance is not indicative of future
results. Investments offered by Security National Bank:

-Are Not a Deposit

-Are Not FDIC-insured

-Are Not Guaranteed by The Bank

-Are Not Insured by Any Federal Government Agency
-May Go Down in Value

This report reflects the current opinion of the authors and is subject to change without
further notice. There can be no assurance that any of the projections cited will occur.
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“An attempt will be made to find how to make
machines use language, form abstractions and The Dartmouth Summer Research
concepts, solve kinds of problems now reserved e
for humans, and improve themselves. We think
that a significant advance can be made in one or
more of these problems if a carefully selected

group of scientists work on it together for a
summer.”

McCarthy, J., Minsky, M. L., Rochester, N., &
Shannon, C. E. (1955). A Proposal for the
Dartmouth Summer Research Project on Artificial
Intelligence.
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Al research began in the 1950s, but
tda the recent surge in advancements
a and impact is largely attributed to

the launch of ChatGPT.

OpenAl launched its initial version
of ChatGPT to the world on
November 30, 2022.

Since then, ChatGPT and other
platforms have opened-up numerous
use cases for Al in business,
education, healthcare, and more.
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Consumer and business interest in Al is
substantial as society evaluates its uses
and potential impact.

Popular Al platforms feature both
subscription-based and free offerings.
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ChatGPT popularized Al, but
NVIDIA played a crucial role in its
development.

NVIDIA launched its first GPU in
1999 and the CUDA platform in
2006 for Al tasks.

NVIDIA's revenue grew by 636%

from calendar year 2022 to Fiscal
Year 2025.

Since October 14, 2022, NVIDIA's
stock has increased more than

1,000%.
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The rise of artificial intelligence
increases the demand for computing
power and storage.

A hyperscaler is a major cloud provider
that enables businesses to scale data
and applications.

Examples of hyperscalers include
Amazon, Microsoft, and Google.

Cloud capex is projected to reach
$275 billion this year, comparable to
the Apollo Space Program's spending
from 1960-1973.
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Cloud and data center infrastructure ' ;
spending is projected to reach nearly ——— ’
$300 billion this year, making stocks like |
NVIDIA attractive.

NVIDIA represents about 50% of data center
spending.

The other 50% goes to companies providing
supporting technologies like electrical
equipment, cooling, and power management
(e.g., Eaton, nVent, Trane)
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After three decades of flat electricity demand,
growth is set to accelerate to 2.4% during the
coming years due to Al and data center growth.

With over 8,000 data centers globally and more
in development, energy consumption looks set
to grow for the foreseeable future.

US data center electricity consumption is
expected to account for roughly 6% of total

electricity demand by 2026, up from 4% in 2022.

While nuclear energy is a potential solution, we
remain skeptical of a nuclear renaissance due to
lengthy regulatory requirements from the NRC.

Global Electricity Consumption
From Data Centers (TWh)
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Source: IEA 2024 Annual Electricity Analysis & Forecast, TWh: Terawatt-hour
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B Exceeded Expectations [ Met Expectations I Missed Expectations
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Source: AlphaWise, Morgan Stanley Research

Companies like
Microsoft, Salesforce,
and ServiceNow have

introduced Al solutions
to boost productivity and
cut costs.

Recent surveys show
90% of Al projects have
met or exceeded
expectations in large
firms.

Security and reputational
risks are significant
concerns regarding Al's
broader use.

Al is increasingly
integrated into
enterprise software.
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Walmart LOREAL A

Save money. Live better. PARIS AXO N
- - » , . Market Cap: $231bn/Industry: Consumer  Market Cap: $32bn/Industry: Telecom &
Overview Market Cap: $641bn/Industry: Food Retail Staples Networking
Business Retailing a wide assortmentfrom  Manufactures and sells cosmetics ~ >c| [aw enforcement equipment

(taser/bodycam/sensors) and the

model ~10,500 stores in 19 countries. and beauty products. SR e

Carries 140,000 SKUs per store.  Navigating among offerings to find  Police officers are spending ~25%

Challenge Product catalogue, which drives the products customers need can of their time writing incident
many business processes, is vast. be complex. reports.
s ~ GenAl powered catalogue update. Skin Genius — Al powered skin Draft one — Axon’s LLM powered
‘={s/lllilela) | Cleaner data helps associatesfind diagnosis. Analyses customer skin  report writing tool which plugs into
, products quicker. and rank orders relevant products. officer bodycams.

Updated an 850mn piece data At the counter conversionrates Axon has generated ~$100mn of
catalogue, ~100x faster than if are ~10%. Using an Al diagnosis pipeline from Draft One, fastest
done manually. tool, this goes up to ~70-73%. in company history.

Source: Company Data, AlphaSense, Morgan Stanley Research
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DeepSeek is a Chinese startup that has
released several open-source Al models.

Launched a free, open-source large
language model this week at a purported
cost of just $6 million (likely an
exaggeration).

DeepSeek advancements could cut
inference costs by 95% compared to
similar models. According to Jevon'’s
Paradox, as Al becomes more efficient
and accessible, demand is likely to
increase significantly.

Although many questions remain regarding DeepSeek, this
development serves as a good example of why discipline in Calls into question the massive Al spend,
asset allocation and asset concentration is a central tenant of Wssteled”c'ty use assumptions in the

wealth management.
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The Disruptive Nature of Al -~ - .

« Gemini being rolled out across the firm's offerings

Faces innovator’s dilemma regarding legacy search
business

Q)

e,
Q.

®

« Alis enhancing the firm’'s high-end offerings

« ButAlis pressuring the firm’s individual
consumer offerings within graphic design
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75 Million Fewer Workers by 2030

1

50 l Al is needed to offset a
] significant decline in the
75m working-age population in the
-100 coming decades.
-150 ]
- e4m China, Europe and Japan
200 may lose 75 million workers
(age 25-69) by 2030.
-250 [] _
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Source: UN, Morgan Stanley Research
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Forward P/E and subsequent 1-yr. returns Forward P/E and subsequent 5-yr. annualized returns
S&P 500 Total Return Index S&P 500 Total Return Index
60% 60%
.
.
* Jan. 9, 2025: 21.5x
* Jan. 9, 2025: 21.5x
40% 40%
20% 20%
0% 0% .
24
® o
20% ** . —e o 20%
. " 2
o*
.
-40% 128 -40%
.
Rz = 7% Rz = 20%
-60% -60%
8x 11x 14x 17x 20x 23x 26x 8x 11x 14x 17x 20x 23X 26x

Source: FactSet, Refinitiv Datastream, Standard & Poor's, Thomson Reuters, J.P. Morgan Asset Management.
Returns are 1Z2-month and 60-month annualized total returns, measured monthly, beginning 12/31/198%_ R* represents the percent of total variation in total
returns that can*be explained by forward price-to-earnings ratios. Price-to-earnings is price divided by consensus analyst estimates of earnings per share for the
next 12 months as provided by IBES since May 15259 and by FactSet since lanuary 2022,

Guide ta the Morkets — .5, Data are as of January 9, 2025.
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Free cash flow margins by decade for the ten largest

stocks, 1952-2024, Percent
30% -

25%

These firms have enormous scale, dominant market
share, and massive technological advantages. 20%

15%

Mega-cap tech stocks have the highest profit margins 10%
in history and thus deserve to trade at premiums to
historical valuation ranges. o

0%

Monday's trading showed that with high valuations
comes higher volatility.

oaL -

19508 1960= 1970s 1980 1990s 2000s 2010 2020s
source. Empirical Research, September 2024
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Long Term Returns

Five Years Ten Years Twenty Years Thirty Years Forty Years
Stocks 14.1% 12.8% 10.3% 11.0% 11.0%
Bonds -0.3% 1.4% 3.0% 4.6% 5.9%

Investment Grade SR SO0 foira e [E s 22 Expect lower stock returns
but average stocks has a 17

Corporates yield 5.4% forward P/E over next five years.
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Select Exports and Imports as a Percent of Economy

Imports from Mexico 1.6%

Exports = 10% of GDP, while
imports = 13% of GDP.

Exports to Mexico 1.1%

1.4% China imports = 1.5%
Mexico = 1.4%
Mexico = 1.6%

Imports from Canada

Exports to Canada 1.2%

Imports from China 1.5%

Exports to China 0.5%

0.00% 0.20% 0.40% 0.60% 0.80% 1.00% 1.20% 1.40% 1.60% 1.80%



SECURITY
NATIONAL BANK

PRIVATE CLIENT SERVICES

Shelter is 36% of CPl and has been very
T - . 0 . . . .
U.5. CPI Shelter vs. New Rent X/Y % sticky, accounting for 57% of Y/Y inflation.
12.5 -
10.0 - The government tracks new tenant rent
7.5 - | | with another survey it turned negative 4Q.
5.0 - , o
Rentis currently 4.6% Y/Y versus long-term
231 average of 2.5%
New Rent, Lead g * O.
0.0 - 4 Qtrs. —> .
s J 2025 Q4 -2.43 ® Slower rent growth will keep a lid on
2019 2020 2021 2022 2023 2024 2025 inflation in 2025 and 2026.
--New Tenant Rent, Change Y/Y [lag 4 obs] ) .
= U.S CPI, Housing, Shelter, SA, Index [c.0.p. 1 year] LA is 6% Of rent IndeX. Rent COﬂtFOlS ShOUld
s [imit impact.
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China joined the
World Trade
Organization (WTQO)
December11, 2001.

On March 22,2018,
President Trump
applied tariffs on $50
billion of Chinese
goods.

Durable goods are
only 10% of basket.

Food

Energy

Durable Goods

The U.S. traded its
durable goods
manufacturing base
for lower inflation. This
paradigm is over.

Non-Durable Goods

Services

Long-run Inflation will
likely be closer to 2.7% Core
versus 2.1%.

Inflation

-2.0%
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Inflation from China WTO to Tariffs

-1.00/0 -

-1.0% 0.0%

2.3%

3.8%

2.1%

2.6%

1.9%

2.1%

2.0% 3.0% 4.0%

5.0%
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The second wave of inflation |
doesn 't typically siart right away. It ‘210
< | takes ftime to be sure you are \t
avoiding “stopping and going.” ' /
/ --15
Months ~ 20

0.0 4 I | 1 1 1 1 1 1 1 1 [ [ [ I I [ [ [ I i I I i i ] I i i
1 6 11 16 21 26 31 36 41 46 51 56 61 66 71 76 &1 86 91 96 101 106 111 116 121 126 131 136 14

1910 Jan - , rhs [c.0.p. | year] 1939 Jan -, rhs [c.0.p. 1 year] 1972 Jan -, lhs [c.0.p. 1 year] ==2019 Jun -, lhs [c.0.p. 1 year]

Strategas/BLS Macrobond
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Inflation tends to
come In waves.

/\,7'

History is not fate. = 0

LS \odel a second
wave in 2027.
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Economic Outlook Inflation :

10% Trailing 12 Months %
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This wave is optional.

Inflation should be
benign for next
couple of years.

Higher long-term
inflation will lead to
higher long-term
Interest rates.
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60

e Citi Economic Surprise Index - United States Recession Periods - United States

Economy has
performed better "
than expected.

Stocks and bonds .
have become highly '
data dependent and

thus volatile. .

Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan
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Quarterly GDP Growth

No recession in forecast
horizon.

2.3%
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Strong growth
continues.

Return to the

business cycle.

A second
inflationary wave
would lead to an

FRB reaction.

Have not
incorporated an
Al productivity

boom.
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2024 Est 2025 Est 2026 Est 2027 Mod

GDP Growth 3.1 % 2.5 % 2.1 % 1.9 % 1.1 %

Change in Consumer Prices 3.3% 2.9 % 2.5% 2.6 % 4.2 %

Fed Funds Target Rate 5.50% 4.50% 4.00% 3.75% 5.00%

5-Year Treasury Yield 3.85% 4.38% 4.25% 4.25% 5.10%

10-Year Treasury Yield 3.84% 4.57% 4.75% 5.00% 5.25%

S&P 500 EPS $217 $240 $263 $287 $304
Growth remains modest Inflation reaccelerates High deficits result

(no recession). during 2027. in higher rate.



- N SECURITY

< - NATIONAL BANK

PRINVATE CLIENT SERVICES

5 g <

B e




e

= _)ai 5o
4 - - ,- -"-._...——-..u —— L

Our Dlstmctlve Approach to Investmg

Security National Bank’s Investment Team adheres to a
Quality At A Reasonable Price (QUARP) investment
philosophy.

Through this philosophy, we seek to own high quality
firms that are trading at reasonable valuations.

As a part of our research process, we evaluate Equities
across several key metrics including:

o Balance Sheet Strength
o Net Debt/EBITDA <3.0x

o Return on Total Capital
o 10% or More Over 6 Years

o Consistent Cash Flow

o Cash From Operations Greater than 100%
of Net Income

SECURITY
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Key Components of
Our Investment Approach

S
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Lauren Mozur Damian Howard Clinton Rushing
Investment Officer SVP, Director of Investment Services VP Senior Investment Officer
Imozur@snbtexas.com dhoward@snbomaha.com crushing@snbomaha.com
469-619-4888 402-221-0178 402-221-0188

Reach out to our Wealth Management team to have a further discussion about today’s presentation.
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