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Agenda

• A Look Back
- Economic Expectations going into 2020

- The Pandemics Impact

• The Liquidity Market Today and the Impact of Historic Reserves
- Impact on Liquidity - Stimulus Growth

- Reducing Deposit Costs - Liquidities Impact on Rising Rates

• Continuity of Liquidity
- What Liquidity Entails - Money Market Rates

- Time Horizons - Alternatives
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A Look Back at What Changed Deposits

• August 2019

– Fed Begins to Cut Rates

• March 2020 – Global Pandemic

– Fed Slashes Rates

– Global Govts. Imposes Lockdowns

– CARES Act

• April 2020

– Paycheck Protection Program

– Healthcare Enhancement Act

– Expansion of Main Street Lending Program

• December 2020

– COVID Relief Bill

– Government funding Plan

Fed Fund Rate Movements 
Date

August 1, 2019
Increase

0
Decrease

25
Level (%)
2.00 - 2.25

September 19, 2019 0 25 1.75 - 2.00

October 31, 2019 0 25 1.50 - 1.75

March 3, 2020 0 50 1.00 - 1.25

March 16, 2020 0 100 0 - 0.25

3Fed Announcement Dates

1-Aug-19 19-Sep-19 31-Oct-19 3-Mar-20 16-Mar-20 16-Mar-21
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The Liquidity Market
Reducing Deposit Costs
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Stimulus Growth

• March 2020
o Cares Act

• April 2020
o Paycheck Protection Program &

Health Care Enhancement Act
• Summer & Fall 2020

o E.O. Orders to Extend Benefits
• December 2020

o $600 Public Payments
• March 2021

o American Rescue Plan
o PPPLF Extension
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Liquidities Impact on Future Rising Rates

•Raising Rates, Expect a Lag From Banks
– Won’t be as rapid than the housing crises

•Liquidity at a breaking point for the BIG 5
– Spillage to Large Regionals
– Need an extension of leverage ratio exception

•A Balance sheet MUST Balance
– Denominator is Getting Too Big

•Federal Reserve Board of Governors
– Additional Fiscal Support, Drives Spending
– Inflation to Average 2%
– Non-Labor costs increasing
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Continuity of Liquidity

• Understanding liquidity needs is vital in providing customized investment  solutions. Fifth Third delivers highly customized
investment solutions to efficiently manage excess cash  based on an organization’s strategic liquidity requirements.
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Duration: 6 months – 5 years
SEEKING INCREASED CREDIT EXPOSURE AND DURATION

OperatingCash
Typical characteristics:

• Cash for primary business
purposes

• Highly liquid
• Typically maintained in TM system
• Overnight to 6 months
• Examples: DDA, hybrid DDA, IB

DDA, and money market funds

Duration: 0 – 3 months

Enhanced Cash

Typical characteristics:

• Cash not needed immediately;
excess liquidity

• Seek higher yield
• Overnight to 1 year
• Examples: MMDA, hybrids, IB

checking, and CDs
• Capital Markets - Fifth Third Money

Market Navigator, Commercial  Paper,
Agencies, etc.

Duration: 3 – 12 months

StrategicCash

Typical characteristics:

• Cash not needed immediately
• Seek higher yield
• May be identified for specific use
• 6 months to 5 years
• Discretionary strategies
• Capital Markets - Non discretionary

fixed income strategies and ladders

Federa*DDA, Hybrid DDA, and IB DDA deposit products provided by Fifth Third Bank, National Association. Member FDIC. Equal Housing Lender.

**Fifth Third Money Market Navigator offered through Fifth Third Securities. Fifth Third Securities is the trade name used by Fifth Third Securities, Inc., member  FINRA/SIPC, a registered broker-dealer and a wholly owned subsidiary of Fifth Third Bank. Securities and investments 
offered through Fifth Third Securities,  Inc.: Are Not FDIC Insured, Offer No Bank Guarantee, May Lose Value, Are Not Insured By Any l Government Agency, Are Not A Deposit.
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Federal Open Market Committee Meeting Projections

• Economic projections of Federal Reserve Board members and Federal Reserve Bank presidentsunder
their individual assessments of projected appropriate monetary policy, March 2021.

Real GDP (YoY %)
Projections - Median Percent

Meeting Dat 2022 2023 Longer Run

Jun 2020

Sep 2020

Dec 2020

3.5

3.0

3.2

N/A

2.5

2.4

1.8

1.9

1.8

Mar 2021 3.3 2.2 1.8

Core PCE Inflation
Projections - Median Percent

Meeting Date 2021 2022 2023 Longer Run

Jun 2020 1.5 1.7 N/A N/A*

Sep 2020 1.7 1.8 2.0 N/A*

Dec 2020 1.8 1.9 2.0 N/A*

Mar 2021 2.2 2.0 2.1 N/A*

Unemployment Rate
Projections - Median Percent

Meeting Date 2021 2022 2023 Longer Run

Jun 2020 6.5 5.5 N/A 4.1

Sep 2020 5.5 4.6 4.0 4.1

Dec 2020 5.0 4.2 3.7 4.1

Mar 2021 4.5 3.9 3.5 4.0

Meeting Date 2021 2022 2023 Longer Ru

Jun 2020 0.1 0.1 N/A 2.5

Sep 2020 0.1 0.1 0.1 2.5

Dec 2020 0.1 0.1 0.1 2.5

Mar 2021 0.1 0.1 0.1 2.5

Federal Funds Rate
Projections - Median Percent

* Longer run projections for core PCE inflation are not collected.
† Because of rapidly evolving developments related to the spread of the coronavirus, the FOMC did not release a March 2020 Summary of Economic Projections.  Source: Board of Governors of the Federal Reserve System. Monetary Policy.

Retrieved  from: https://www.federalreserve.gov/monetarypolicy/files/fomcprojtabl20201216.pdf
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Money Market Fund Rates

▪ Money Market Navigator is a web based trading platform that is simple to  use,
operationally efficient, and rich with features that  provides clients access to 8 of
the largest and well known  money market fund families. Through a single
connection, clients can research, analyze, trade, and  generate reports.

▪ With higher interest rates, the yields on money market  funds have increased
dramatically and may provide a  yield advantage over other investments
such as bank  deposits.

– Bank deposits can be used to off-set banking fees  on a tax free basis,
after such fees are covered,  the Earnings Credit Rate on bank deposits
ceases  and companies should use excess cash to invest  for 
additional interest income.

▪ Institutional Money Market Funds provide clients safety,  liquidity and yield.

– Goldman Sachs Prime 474 Fund, AAA rated, daily liquidity, yielding
0.117%

– Dreyfus Government Cash Mgmt. 289 Fund, AAA rated, daily
liquidity, yielding 0.03%

▪ Set compliance rules within the portal to comply with  investment policy
statements.

Source: Bloomberg Finance LP as of March 24, 2021 9



Investment Alternatives

Commercial 
Paper

90
Days

180
Days

1
Year

2
Year

3
Year

0.15 0.17 - - -

U.S. Agency 
Securities

90
Days

180
Days

1
Year

2
Year

3
Year

0.03 0.04 0.07 0.17 0.29

Corporate Bonds
A+, A, A-

90
Days

180
Days

1
Year

2
Year

3
Year

0.21 0.23 0.27 0.37 0.58

Tax Exempt

Municipal Bonds

AAA GO

A Revenue

90
Days

180
Days

1
Year

2
Year

3
Year

0.09 0.09 0.12 0.17 0.26

0.22 0.23 0.26 0.32 0.43

Yield Range1 (%) Considerations
• Unsecured debt instrument, issued for immediate needs.
• Generally a cash market (settlement is the same day).
• Availability determined by daily needs by issuers.

• Generally slightly higher yields than Treasuries.
• Bid/ask spread slightly wider than Treasuries.
• Liquid market.
• May contain calls which may increase yield.
• Government sponsored enterprises.

• Opportunity to pick up yield/income vs. Treasuries or Agencies.
• Bid/ask spreads are generally wider than Agencies.
• In times of market stress, liquidity is more challenging than Treasuries

or Agencies.
• Availability of names is determined by inventory.

• Availability of names is  determined by inventory.
• Bid/ask spreads are generally wider than Agencies.
• In times of market stress, liquidity is more challenging than Treasuries

or Agencies.
• Taxable equivalent yield calculated to compare to

taxable bonds:
‒ Yield/1-Tax Rate = TEY

1. Source: Bloomberg Finance LP as of March 24, 2021 10



Deposit and Investment Services

Corporate Liquidity and Investment

• 2020 can best be described as  unpredictable. The Fed took
aggressive  action in the face of a global pandemic and  interest
rates reached historic lows.  Businesses raised capital by
multiple means  including; tapping credit lines and accessing
the capital markets.

• Investment Grade bond issuance volume  reached $1.77 trillion,
or a 57% increase  year-over-year, shattering the previous
record (and 65% more than the 10-year  average).* Many
businesses continue to  hold their cash positions, resulting in a
year- over-year increase of over $1.74 trillion, or  123% in
excess reserve balances with  Federal Reserve Banks.**

• Federal Reserve officials continue to hold  interest rates near
zero and signaled they  would stay there for at least two years,
vowing to delay tightening until the U.S. gets  back to maximum
employment and 2%  inflation.

• Corporations are increasingly including investment
alternatives to seek desired yields on excess or idle cash.

1 Deposit and credit products provided by Fifth Third Bank, National Association.. Equal Housing Lender.
* Source:  Fifth Third Securities, Bloomberg, Informa
** Source: Federal Reserve statistical release, H.4.1 – Factors Affecting Reserve Balances of Depository  Institutions and Condition Statement of Federal Reserve Banks; January 7, 2021 
https://www.federalreserve.govCl/raelseassifesic/h41/atiocurnrent: In/ ternal Use
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In Conclusion 

Why it Matters

• The pandemic added to an already declining rate environment

• Banks flush with liquidity aren’t going to compete to acquire funds

• Benchmark rates projected to remain low through 2023

• Dynamic investment strategies needed to produce returns

• Value in exploring alternative investments for longer-term deposits

• Your success is our success
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Questions

Fifth Third Bank, National Association. Member FDIC
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About Fifth Third

• Fifth Third Bancorp is a diversified financial services company headquartered in Cincinnati, Ohio and the indirect parent company of Fifth Third
Bank, National Association, a federally chartered institution. As of September 30, 2020, Fifth Third had $202 billion in assets and operated
1,122 full-service banking centers and 2,414 ATMs with Fifth Third branding in Ohio, Kentucky, Indiana, Michigan, Illinois, Florida, Tennessee,
West Virginia, Georgia and North Carolina. In total, Fifth Third provides its customers with access to approximately 52,000 fee-free ATMs
across the United States. Fifth Third operates four main businesses: Commercial Banking, Branch Banking, Consumer Lending and Wealth &
Asset Management. Fifth Third is among the largest money managers in the Midwest and, as of June 30, 2020, had $422 billion in assets
under care, of which it managed $53 billion for individuals, corporations and not-for-profit organizations through its Trust and Registered
Investment Advisory businesses. Investor information and press releases can be viewed at www.53.com. Fifth Third's common stock is traded
on the Nasdaq® Global Select Market under the symbol "FITB." Fifth Third Bank was established in 1858.

• Investments and investment services are offered through or are made available by one or more of Fifth Third Bancorp’s indirect
subsidiaries. Investments and Investment Services are not FDIC insured, offer no bank guarantee, may lose value, are not insured by
any federal government agency, and are not a deposit.

• Copyright © 2021 Fifth Third Bank, National Association

• Deposit and credit products provided by Fifth Third Bank, National Association. Member FDIC.      Equal Housing Lender.

0



About Fifth Third Capital Markets

Fifth Third Capital Markets is the marketing name under which Fifth Third Bank, National Association, and/or its subsidiary, Fifth Third Securities, 
Inc., provide certain securities and investment banking products and services. Fifth Third Capital Markets offers investment banking++, debt 
capital markets+, bond capital markets++, equity capital markets++, financial risk management+, and fixed income sales and trading++. Fifth 
Third Bank, National Association provides access to investments and investment services through various subsidiaries, including Fifth Third 
Securities. Coker Capital is a division of Fifth Third Securities. Fifth Third Securities is the trade name used by Fifth Third Securities, Inc., 
member FINRA / SIPC, a registered broker-dealer and registered investment advisor registered with the U.S. Securities and Exchange 
Commission (SEC). Registration does not imply a certain level of skill or training. Securities and investments offered through Fifth Third 
Securities, Inc.: 

• Are Not FDIC Insured
• Offer No Bank Guarantee
• May Lose Value
• Are Not Insured By Any Federal Government Agency
• Are Not A Deposit

+ Services and activities offered through Fifth Third Bank, National Association.

++ Services and activities offered through Fifth Third Securities, Inc.
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About Main Street Advisors

MainStreet Advisors is an investment adviser registered under the Investment Advisers Act of 1940 and is a wholly owned subsidiary of Fifth Third Bank, National Association (“Fifth Third”). 
Fifth Third acquired MB Financial Inc. in 2019. On January 1, 2020 ClearArc Capital and MainStreet Advisors merged and the firm was redefined to include both entities; the merged entity 
continues to be owned by the parent company, Fifth Third. The surviving firm name is MainStreet Advisors. Registration as an investment adviser does not imply any level of skill or training. 
The information is current as of the date of this presentation and is subject to change at any time, based on market and other conditions. Although taken from reliable sources, MainStreet 
Advisors cannot guarantee the accuracy of information received from third parties. There is no guarantee that these objectives will be achieved.

Strategy performance results shown may reflect the reinvestment of income. Past performance is no guarantee of future results. The performance information presented is based on 
strategy composite returns. Individual account performance, holdings, and characteristics may differ depending on a variety of factors including account fees, account size, cash flows, and 
client specific investment opportunities and restrictions. There is no assurance that the strategy will meet its investment objectives.

Gross of fee returns do not reflect the deduction of investment management fees; the client’s return will be reduced by the management fees and any other expenses incurred in the 
management of its account. For example, a US $100 million account, paying a .50% annual fee, with a gross-of-fee return of 10% annualized over a 10-year period may result in a net-of-fee 
return of 9.5%. Investment advisory fees are available on request and are also described in Part 2A of MainStreet Advisor’s Form ADV. Index performance used throughout this presentation 
is intended to illustrate historical market trends and is provided solely as representative of the general market performance for the same period of time. Indices are unmanaged, may not 
include the reinvestment of income or short positions, and do not incur investment management fees. An investor is unable to invest in an index.

The characteristics and/or yield data shown are based on a representative or model account and are for illustrative purposes only. Individual client accounts may differ based on a variety of 
client-specific factors, including account fees, account size, cash flows, client specific investment opportunities and restrictions. The holdings listed should not be considered 
recommendations to buy or sell a particular security. Actual holdings will vary depending on the size of an account, cash flows within an account, and restrictions in an account. Portfolio 
holdings are subject to change daily. It should not be assumed that investments in these securities were or will be profitable.

This presentation is a general communication educational in nature. This presentation is for informational purposes only and is not designed to be a recommendation of any specific 
investment product, strategy, plan design or for any other purpose.  By providing this presentation, none of MainStreet Advisors or its employees has the responsibility or authority to provide 
or has provided impartial investment advice. This presentation does not suggest taking or refraining from any course of action. In addition, this presentation should not be viewed as an 
investment recommendation because it is provided as part of the general marketing and advertising activities of MainStreet Advisors.
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Important Notices

* This information is intended for educational purposes only and does not constitute the rendering of investment advice or specific recommendations on investment activities and
trading. Although taken from reliable sources, Fifth Third cannot guarantee the accuracy of the information received from third parties. This information is current as of the date of
this report and is subject to change at any time, based on market and other conditions. The mention of a specific security within this report is not intended as a solicitation or
recommendation to buy or sell the specific security. Diversification does not assure or guarantee better performance and cannot eliminate the risk of investment loss. Prior to making
any investment decision, you should assess, or seek advice from a professional regarding, whether any particular transaction is relevant or appropriate to your individual
circumstances. Fifth Third Bancorp provides access to investments and investment services through various subsidiaries.

This document has been prepared by Fifth Third Bank (“Fifth Third”) or one of its subsidiaries for the sole purpose of providing a proposal to the parties to whom it is addressed in 
order that they may evaluate the capabilities of Fifth Third to supply the proposed services. It is not intended to provide specific investment advice or investment recommendations 
and does not constitute either a commitment to enter into a specific transaction or an offer or solicitation, with respect to the purchase or sale of any security. 

The information contained in this document has been compiled by Fifth Third and includes material which may have been obtained from information provided by various sources and 
discussions with management but has not been verified or audited. This document also contains confidential material proprietary to Fifth Third. Except in the general context of 
evaluating our capabilities, no reliance may be placed for any purposes whatsoever on the contents of this document or on its completeness.  No representation or warranty, 
express or implied, is given and no responsibility or liability is or will be accepted by or on behalf of Fifth Third or by any of its subsidiaries, members, employees, agents or any other 
person as to the accuracy, completeness or correctness of the information contained in this document or any other oral information made available and any such liability is expressly 
disclaimed.

This document and its contents are confidential and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person in whole or in part without our prior 
written consent.

This document is not an offer and is not intended to be contractually binding. Should this proposal be acceptable to you, and following the conclusion of our internal acceptance 
procedures, we would be pleased to discuss terms and conditions with you prior to our appointment.
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