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Banking Q1FY1992 Do mapping of NIM triajority and model out the next 2Q in
addition to our normal division review. Let's try and get a snapshop of how
the business performed QOQ YOY itself as well as against competition and
what we are expecting for the next 2Qs as prep for the board.

Searched project for “Banking Division Q4 FY1991 quarterly performance NIM deposits loans”

Good — I have full Q4 FY1991 context. Now let me read the Q1 FY1992 data from the
images carefully before asking clarifying questions.

Before I build the full review package, I have a few targeted questions to make sure the NIM
trajectory model and QoQ/YoY comparisons are precisely calibrated:

1. Quarter timing confirmation 0
The images show "Year-to-date" figures. Is Q1 r 11992 a single-quarter read (i.e., YTD = Q1
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2.Internal $100B deposit — current status

The deposit register (Image 4) shows a WMGP Corp entry at $13,056M on a 5-year term
maturing Sep 10, 1992. The Q4 retention prompt references $100B placed across four
tranches. Can you confirm whether the $100B is still fully intact at Q1 close, or have any
tranches matured and departed? I see only one WMGP Corp line visible — this may mean
the other tranches aren't shown on the visible pages.

3.NIM trajectory model scope

You've asked for a 2-quarter NIM projection. Our standing rule is NIM actuals only to the
Board (R. Chen commitment). Do you want the 2Q forward model as an internal CFO
working document — not presented to the Board — with the Board receiving only actuals at
Q2and Q3? Or are you revising the "actuals only" posture for this cycle given the maturity
event visibility?

4. Competition screen

Images 13 and 14 show competitor bank headquarters data. Should I treat these as the Q1
FY1992 competitive benchmark, or do you have a separate Competition tab screenshot
(Image 10) that supersedes them for market share analysis?

5. Deposit cohort visibility

The Q4 retention prompt flagged a ~$120.5B FY1992 maturity cohort at 3.75-4.00% as the
"next major NIM step." Images 4-7 show the HQ deposit register. Before I model the NIM
step, I want to confirm: are all four HQ deposit pages fully captured in Images 4-7, or is
there additional scrolling below Quanta (Image 6) that wasn't captured?

Qtisindeed a single quarter read. Last month is the final month of Q1. The
$100 billion is fully in tact remember $25 billion was a saving account $25
billion was 6 months $25 billion was a one year timed deposit and $25 billion
was a two year timed deposit. I've captured our internal $100 billion for you. |
want to model 2Q forward looking NIM as an internal CFO working document
for both me and the CFO. The board gets actuals only NIM but it would be
helpful if we have an internal model of where we're headed for our discussion
with the board and forward guidance we may provide to them. Treat as Q1
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Searched project for “Banking Division Q4 FY1991 NIM deposit expense loan income key metrics”

Inow have everything I need. Let me build this comprehensively.
Now I have everything needed to build the full package. Let me construct this
comprehensively.

Q1FY1992 — HEADLINE KPIS

Bank revenue (trailing) Bank profit (trailing) Net profit —last month Net profit— YTD (Q1)
$3.90B $2.30B $957.6M $3.395B
Last 36 motrailing Last 36 mo trailing Final month Q1 +81616Bvs Q4 FY1991

annualized run-rate basis

NIM Capital ratio Market share Brand rating

1.49% 38.86% 39.14% 98

+3bp vs Q4 FY1991 (1.46%) +75bp vs Q4 FY1991 -34bp vs Q4 FY1991 ~1vs Q4 FY1991 (99 — all
(38:1%) (39.48%) time high)

Service quality Staff skill

92 96

At Whitfield floor — ~1vs Q4FY1991(97)

holding

QOQ PERFORMANCE — Q4 FY1991 VS Q1 FY1992

Metric Q4FY1991 Q1IFY1992 Change Direction
NIM 146% 149% +3bp Improving
Net profit —last month $981M ($11.778 $957.6M ($11.49B - T
(annualized) ann. ann., $23.4M/mo

Net profit — YTD (Q1 only) Z:I‘:f) (@4 $3.3958 +$1.4328 Strong
Total deposits (reported) $1.336T $1.323T -$138 Runoff cont
Total deposits (organic, ex- $1.236T $1.221Test. -$158 Runoff cont
internal)

Loan book ~$1.380T $1.400T +$208 Light demand
LTA ratio 7515% 75.00% ~15bp Atguideline
Capital ratio 381% 38.86% +75bp Strengthening
Market share 39.48% 39.14% -34bp Deliberate
Brand 99 (all-time high) 98 -1 Watch
Service quality 92 92 Flat Atfloor
Deposit interest rate (1yr) 2.40% 240% Nochange  Held
Annual deposit expense $50.828 $50.26B -$563M Declining
Annual loan interest income $76.958 $78.088 +$1138 Growing
Netinterest income (annual) $26138 $27.828 +$1.698 strong
Portfolio default rate 0.85% 081% -4bp Declining
Dollar defaults (annual) $11.358B est. $11.3588 Flat Stable

YOY COMPARISON — Q1 FY1991 BASELINE VS Q1 FY1992

YoY context: Q1 FY1991was the NIM trough quarter — NIM was approximately 1.03% with deposit expense near
$65B. The YoY comparison reflects the full structural benefit of the deliberate runoff strategy executed across
FY1991.

Metric QIFY1991 (est) QIFY1992  Change

NIM ~1.03% 1.49% +46bp structural
Annual deposit expense ~$65.98B $50.26B ~$15.728 permanently
Annual loan interest income ~$84.938 $78.08B ~$6.858 (Fed rate cuts)
Net interest income (annual) ~$18.95B $27.82B +$8.87B (+46.8%)
Net loan income after losses (annual) ~$7.978 $16.478 +$8.508 (+106.7%)
Capital ratio ~34.50% 38.86% +436bp

Brand ~97 98 “

Default rate ~0.80% 0.81% Stable (best in market)

DEPOSIT ARCHITECTURE — ORGANIC VS REPORTED (Q1 FY1992)

Internal $100B deposit: four tranches fully intact. Savings $25.633B (1.40%, matured Oct 81991 — NOW
OVERDUE, on savings account basis), 6-month $25.633B (2.00%, matures Apr 8 1992), 1-year $25.633B (2.50%,
matures Oct 81992), 2-year $25.633B (3.00%, matures Oct 8 1993). Total carrying cost: ~$2.23B/year. Board
commitment: return short-duration tranches by Q4 FY1992 if loan demand not sustained.

Deposit category Balance Avgrate % of total Annual expense
Branches — retail customers $72.039B 241% 5.45% $1,735M

HQ — corporates (organic) ~$1147T ~3.88% ~86.7% ~$44.498
HQ — internal WMGP Corp $102.532B ~218% ~1.75% ~$2.23B
Total reported $1,322.98 3.80% 100% $50.26B
Total organic (ex-internal) ~$1.220T s o ~$48.03B

FY1992 MATURITY REGISTER — KNOWN DEPOSIT EXITS (NIM CATALYST)

Scope limited to FY1992 maturities only, per analytical mandate. FY1993+ not modeled. The ~$120.5B FY1992
cohort flagged at Q4 FY1991 has now partially clarified: we can see the 6-month internal tranche ($25.633B at
2.00%) matures Apr 8,1992 = Q2. External cohort maturities visible across Mar-Sep 1992 window.

Depositr type Mty hao  Soee o

Internal — 6-month tranche APre,1992(Q2) 200% $256338 $5127M

External cohort A (Lenovo + Pfizer + WMGP  Aug-Sep 1992 B .

Pk Py 400% -$119.08 $4768

Mattel Han 23,199 375%  $28.8718 $1082M
(Q4)

Total FY1992 exits (est.) Q2-Q3primary  — -$173.58 ;32'275 L

NIM TRAJECTORY MODEL — INTERNAL CFO DOCUMENT (BOARD RECEIVES ACTUALS ONLY)

Model assumptions: (1) No Fed rate movement Q2-Q3 FY1992. (2) Deposit rate held at 2.40%/1.40% — no pivot
absent sustained loan demand signal. (3) Loan book grows modestly at current demand pace (+$10-15B/quarter).
(4) Dollar defaults held flat to slightly declining given Q1 default rate improvement to 0.81%. (5) Q2 maturity
event: $25.633B internal tranche at 2.00% exits April 8 — net annual expense saving $512.7M. (6) Q3 maturity
event: ~$119B external cohort at 4.00% exits — net annual expense saving ~$4.76B.

f— Loanincome  Depositexpense  Netinterest NIM NIM Net loan income
(ann.) (ann.) income (est) change after losses
81:2’;;92 $78.088 $50.26B $27.828 149% g;’p VS s1647B
Qray?  enmsBest  s49rBest  $2875Best.  -154% +Sbpest. ~$17.0Best
?r:om‘)m $790Best.  -$4499Best.  -$340Best.  182% o0 -$220Best

NIM trajectory — Q4 FY1990 through Q3 FY1992 (model)

2.10%
180 ...
S O — e
1.40%
120%
100%
050%
4 Yo a1 Fvor Q2 Yot 3ot 4 FYo1 VY2 Q2FYO2 (model) Q3 FYO2 (mode)
DEFAULT WATCH — Q1 FY1992 (ASHFORD FOUR-LINE ITEM)
Rating Loan balance Default rate Dollar defauits QoQ rate change Status
AAA $560.18 0.04% $203.8M - Pristine
A $420.08 0.68% $2.8708 - Strong
B8 $346.58 159% $5.5158 -7bp mproving
cce $45.58 302% 13758 ~Tibp mproving
c $28.08 498% $13938 -14bp mproving
Total portfolio  $1.400T 0.81% $11.3588 -4bp Bestin market

BB second derivative: Q1 +2bp > Q2 +6bp > Q3 +9bp > Q4 Obp > Q1 FY1992 ~7bp. First confirmed negative
second derivative. Credit cycle inflection confirmed — not noise. Unscheduled alert trigger (>10bp in either
direction) not triggered. Management view: default stabilization and decline through FY1992 now supported by
data.

COMPETITIVE LANDSCAPE — Q1 FY1992 (FULL MARKET BENCHMARKING)

Bank Branches  Depositrate Service quality Brand  Market share QoQshare
WMGP Corp 262 240% 92 98 39.14% -34bp
CNP 104 2.50% 85 86 12.48% —
ASUSTeK 104 2.40% 79 90 12.39% -

BAT 104 2.50% 93 82 9.29% —

Dow Chemical 103 2.50% 97 85 8.51% -
Volkswagen 94 2.50% 76 78 6.82% —

Merck 36 2.50% 97 60 5.10% -

Kraft 73 2.30% 85 64 3.93% =

Barilla 37 240% 77 85 234% —

COMPETITIVE NET LOAN INCOME AFTER LOSSES — Q1 FY1992

Bank GrossNLI  Loandefaults ~ NetNLlafterlosses  Default/grossNLI  Status

WMGP Corp $27.829B  $11.358B $16.470B 40.8% #1— dominant
CNP $15.329B $6.551B $8.778B 427% #2— stable
BAT $15170B $6.661B $8.508B 43.9% Stress elevated
ASUSTeK $12.480B $4.359B $8.121B 34.9% Best default ratio
Dow Chemical $12.060B $5.621B $6.439B 46.6% Stress elevated
Merck $7.570B $3.665B $3.904B 48.4% High stress ratio
Volkswagen $8.833B $4.961B $3.872B 56.2% Severestress
Barilla $3.401B $1.684B $1.717B 49.5% Highstress.
Kraft $937.3M $479.9M $457.4M 51.2% Critical watch

KRAFT CRITICAL WATCH — Q1 FY1992 DOSSIER

CRITICAL: Kraft net NLI after losses $457.4M. After operating expenses (~$100M est.), net banking profit
approaches near-zero or loss territory. One adverse credit development from posting a banking loss. WMGP
holds Kraft bonds and is building an equity stake. This is both a competitive opportunity and a credit exposure
management priority.

Kraftindicator Q3FYI991  Q4FY1991 QIFYI992 Trend

Net NLI after losses iz?UM $435M $457.4M Marginally stabilized

Branches 73 73 73 No rationalization

64(Q3
Brand 53est. recovery) 64 Flat at low level
. 10bp below market — cannot
Deposit rate offered 2.30% 2.30% 230% e
: i _ _ Adequate but resource-

Service quality 85 iy

Market share R aamest 393% Decliing —structural

Revenue graph (36-mo _ _ $160M Collapsing — down 90%+ from

trailing) trailing peak

Profit graph (36-mo trailing) — - $82M trailing  Approaching zero

Default / gross NLI ratio - - 51.2% Worstin market vs scale
Kraft failure scenario — bond exposure implications Kraft failure scenario — equity upside
WMGP holds Kraft bonds. If Kraft posts a banking Building equity stake is strategically sound. If Kraft
loss and enters distress, bond covenants may be fails as a standalone bank: 73 branches become
triggered. Monitor: (1) Kraft operating expense avallable, deposit clients need a home, loan book
coverage ratio, (2) any branch closures signaling could transfer at discount. WMGP's 262-branch
wind-down, (3) deposit rate moves — if Kraft raises network, fortress capital ratio (38.86%), and #1
rates above market it signals desperate deposit brand (98) positions us as the natural acquirer.

Here is my CFO summary narrative alongside the visual package:

Q1FY1992 — Executive Summary

The division delivered a clean quarter. NIM advanced 3bp to 1.49%, deposit expense
continued its structural decline to $50.26B annually, and — most significantly — the default
cycle appears to have inflected. BB defaults fell 7bp to 1.59%, CCC fell 11bp, and C fell 14bp.
The second derivative went negative for the first time in the cycle. This is not noise; it's the
credit turn we've been expecting. Dollar defaults held flat at $11.358B, which at a loan book
now approaching $1.4T annualized represents genuine rate improvement. Conditions 3 and
4 of the capital adequacy framework are now met.

The NIM model — Q2 and Q3 forward

The Q2 impact is modest: the internal 6-month tranche at $25.633B exits April 8, saving
~$513M annually. Q2 NIM should print around 1.54%.

The Q3 event is the story. The ~$119B external maturity cohort at 4.00% clears in a single
wave across Q3. That eliminates approximately $4.76B of annual deposit expense
permanently. NIM should step to approximately 1.82% exiting Q3 — a 33bp jump in a single
quarter. This is the largest single-quarter structural improvement in the division's history
and should drive annualized net loan income after losses toward $22B. That is the internal
expectation we manage against. The Board gets the Q3 actual when it arrives.

Kraft — critical intelligence

The trailing revenue graph showing $160M and profit at $82M over 36 months is stark.
Kraft is running a banking operation generating less than $500M in net loan income on a
73-branch footprint, with 51.2% of gross NLI consumed by defaults — the worst ratio in the
market at their scale. At 2.30% deposit rate they are 10bp below every competitor — they
cannot attract deposits at any price. Brand at 64 is structurally impaired. The equity stake
we are building is a well-positioned call option on a forced restructuring. The bond position,
however, deserves active monitoring — if Kraft's operating losses accelerate, covenant
triggers become a real consideration before Q4.

One flag for the Board discussion

The savings account tranche of the internal deposit ($25.633B, 1.40%) matured October 8,
1991 and is now on savings account rollover basis — it can depart at any time. This is the
tranche most aligned with the Q4 FY1992 return commitment. I'd recommend flagging this
to the Board as an item of transparency rather than waiting for the formal Q4 assessment.

Ready to advance to Phase 4 Board simulation on your direction.

Saving accounts maturity date is actually deposit date. Its not overdue we're
just able to pull the money out whenever we desire. It earns interests if we
keep it in the bank rather than earning nothing sitting in cash on our balance
shit. | would like to keep the $25 billion we keep in the bank but if forced by
the board per the Q4 FY1992 commitment will pull if we can. The loan
demand bar is empty but via the balance sheet we're able to tell during the Q
that we were able to originate $20B in new loans. If deposits continue to be
lower than loan book what's our liquidity risk? Can you graph out loan to
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Searched project for “Banking liquidity loan to deposit ratio deposit runoff strategy”

I have full context. Now let me build the comprehensive liquidity model and Kraft deep
dive.

PART | — SAVINGS ACCOUNT MECHANICS CLARIFICATION (LOCKED)
Savings account tranche ($25.633B at 1.40%): the Oct 8, 1991 date is the deposit origination date, not a maturity
date. Funds earn 1.40% continuously and can be withdrawn at any time. Strategy preference: retain in bank as

long as it earns 1.40% rather than sitting idle in corporate cash. Board commitment governs forced return only —
not automatic. This is confirmed and locked for all future analysis.

PART Il — LOAN VS DEPOSIT POSITION: CURRENT STATE AND Q1 FY1992 BASELINE

Loan book (Q1FY1992) ted ported gap (loans Organic gap (ex internal
exceed deposits) $102.5B)

$1.400T $1.323T $77B $179.58

+$20B vs Q4 FY1991 -$13B vs Q4 FY1991 -
Loans exceed deposits by True economic gap — no
$778 internal deposit

Cash on hand LTA ratio Capital ratio Annual loan income

$467.5B 75.00% 38.86% $78.1B

Primary liquidity buffer Atinternal guideline 2.59x required minimum Primary operating cash

exactly (15%) generator

PART Il — LOANS VS DEPOSITS: FY1992 FULL-YEAR MODEL WITH MATURITY SCHEDULE

Model basis: Loan demand at Q1 FY1992 pace ($20B/quarter organic). Deposit runoff: organic attrition
~$15B/quarter baseline, PLUS known maturity events. Internal $102.58 held intact (savings tranche stays in by
preference; 6-mo tranche exits Apr 8). External cohort exits Q3. Scenario: no Fed rate change, deposit rates held
at 2.40%/1.40%.

Loan Total deposits Loan-Deposit ~ Cash
Quarter book (reported) p position Key event
gcf:a';qz $1400B  $1,3238 -$778 $4678 Baseline
Q2FY1992 i $4408 6-mo internal tranche exits
(model) $1415B  $1,2828 $133B est (525.6B, Apr 8)
Q3FY1992 ~ $3958 ~$119B external cohort exits
(model) $1430B  $1,148B $2828 : (400%)
Q4FY1992 a $3708 Organic attrition only; Mattel
(model) #4358 #11308 83058 est. exits Jan 1993
$16008
$15008
~ o -

$14008 (@pmmmr

$13008

$12008

$11008
$10008

$9008
Q1 FY92 (actual) Q2 FY92 (model) Q3 FY92 (model) Q4 FY92 (model)

$4008
$3508
$3008
$2508
$2008
$1508
$100B

$508

$08

Q1 FY92 (actual) Q2 FY92 (model) Q3 FY92 (model) Q4 FY92 (model)

PART IV — LIQUIDITY RISK ASSESSMENT: CASH ADEQUACY VS GAP

The gap between loans and deposits is not aliquidity crisis — it is a structural feature of the deliberate runoff
strategy. The critical question is whether cash + operating Income covers funding needs if there is a sudden
shock. At $467B cash and $78.1B annual loan income, WMGP has exceptional near-term liquidity. But the
widening gap creates a dependency: we are increasingly funded by equity capital rather than deposits. This is by
design — but the risk window opens if loan demand accelerates before deposit base restabilizes.

Liquidity metric rq;mz Q2 (model) 8:0 o) ﬁ“‘n o Assessment
Cash /0an gap coverage 607%  331% 140% 21% Ample throughout
Anaulloanincome fanauzl 185%  ~158% -75%  ~178% improving structurally
deposit expense
Equity capital / loan book 3886% ~39.5% ~41% ~42% Rising — fortress
Fed facility drawn? No No No No Backstop intact

Very
Risk of funding shortfall Jow Very low Low Low Not a near-term concern
Risk if loan demand surges LoW Low- Medium  Medium Rate pivot needed to attract
suddenly medium deposits

PART V — SCENARIO: LOAN DEMAND BECOMES SUSTAINABLE — RATE PIVOT ECONOMICS

Target state: deposit rate raised to 2.50% (match market), which attracts inflows and begins closing the loan-
deposit gap. NIM narrows slightly on the deposit cost side but loan income growth and default decline offset.
This is the Phase 2 pivot we have designed for — waiting on the sustained demand signal.

Current

Rate pivot scenario (2.40%) Post-pivot (2.50%) Impact
1-yr time deposit rate 2.40% 2.50% +10bp — attracts new inflows
Savings account rate 140% 150% +10bp — retains existing retail
Additional deposit cost per $100B s250Mlyear Acceptable at scale
new deposits
Net loan spread at 5.58% yield 318% 3.08% ~10bp — still strongly profitable
Loan-deposit gap closure (est. ~ o
aflow/egarer) None +$50-100B/quarter  Gap closes in 2-4 quarters

. Modest compression, recovers
NIM impact 1.49% ~1.45-1.47%

asloans grow

Sustained loan demand bar — not

Trigger required episodic Discipline maintained

PART VI — KRAFT CORPORATE ANALYSIS: Q1 FY1992 FULL FINANCIAL DOSSIER

Kraftis a publicly traded company in active distress as a standalone banking operation. WMGP Corp Insurance
holds Kraft bonds. This dossier governs our entanglement strategy across four dimensions: competitive position,
bond exposure, equity fon thesis, and acquisiti fonali

KRAFT INCOME STATEMENT — Q1 FY1992

Line item Lastmonth  YTD(Q1) Lifetime (13 commentary
Operating revenue 50 0 0 parking subsidiary only — no operating revenue
Salaries expense §1573M  $4557M 2607w Only material operating cost —lean but

not lean enough

Total operating $1573M  $4557TM  $2607M  Entirely salary-driven

expenses
Declining — annualizes to ~$124M at
Bank net profit $31037M  $89.962M  $4,116M Cirent o rats
Insurance net profit  $0 $0 $0 No insurance operations
Operating profit $29.464M  $85406M  $3856M  Declining sharply vs lifetime average

Loan and bond
interest expense

CRITICAL — bond servicing consuming
(21740M)  ($62985M)  (1312M) 7400 0 i erating profit
L’:&:"’se inasset $565983  $1164M $913M Modest land/business asset appreciation

Net drag — bond burden exceeds asset

Other profit (net) ($21174M)  ($61.821M)  ($1,124M) appreciation

Net profit after tax $8.290M $23.584M  $2,731IM Annualizes to ~$94M — structural deterioration

KRAFT BALANCE SHEET — Q1 FY1992

ttem BT e e Commentary

AL o e Sk
e st
Land and natoval $310.6M +$9.99M  +4295M  Smallreal asset base

Business assets $55.5M 4$14M +832M  Minimal

Total assets f;fé"’g;g)' +§227M  -$1655M  Totalassets contracted $166B ast year
Issued bonds (liability) f:fggg) -$224M  -$2,028M  Bondsbeing retired —but remaining

balance significant vs profits

Share buybacks or dilution — common

Common stock $4,182M -§52M  -$2514M
stock book declining

Retained earnings $5,078M +$1IM +s6677M  Still positive = not yet burning
retained eamings
Total shareholder $9,260M Equity still growing but rate of growth

equity ($9.268) *SM #$4163M e elerating sharply

Total dividends paid
(cumulative)

still paying dividends while banking

(1294M) SI3IM <545AM operation deteriorates

KRAFT BOND REGISTER — WMGP INSURANCE EXPOSURE

WMGP Corp Insurance holds 410,000 units of Kraft bonds. At current pricing across the BBB register, this
represents an aggregate position of approximately $35.8M. Al Kraft bonds are rated BBB — investment grade,
but the lowest rung. Prices across issues range $87.31-$94.82 (all shown in red = trading below par of $100),
confirming market-wide distress pricing on the Kraft credit.

Bond Maturity Yield  Price Rating  Price signal
Kraft (nearest term) Sep29,1992 471%  $87.31 BBB Deepest discount — distress signal
Kraft Oct 31,1993  5.09% $89.12 BBB Below par

Kraft Nov 11,1995  6.12%  $90.79 BBB Below par

Kraft Sep22,1995 597% $91.48 BBB Below par

Kraft Feb12,1996  6.22% $94.82 BBB Closest to par

Kraft Sep8,1997  6.82% $91.07 BBB Below par

Kraft Feb8,1999  7.34% $92.21 BBB  Belowpar

WMGP Insurance position  — - $35797Mest. BBB  Manageable size — monitor rating

KRAFT STRUCTURAL DISTRESS MAP — SIX SIGNAL FRAMEWORK

signal Data Interpretation Severity

Banking net assets Banking sub destroyed $5.28 of value ina

declinieg -$5,169M last year single joar Sovers
Bond interest zgg‘zgim Y10 e 74% of operating profit consumed by bond —
consumingprofit S operating servicing — leaves only ~$23.6M net e
still paying $139MYTD,$433Mlast  Returning capital to shareholders while o
dividends year banking op deteriorates — governance failure X
Allbonds trading g7 51 60485 range Market pricing n distress — yields elevated
below par relative to AAA

Market share 295% and declining Losing deposits and loan customers — siovdind
erosion revenue base shrinking

Depositratebelow 5,0 o iasoq  Cannotafford competitive rates —trappedin
market alow-deposit, low-profit equilibrium

KRAFT ENTANGLEMENT STRATEGY — FOUR-DIMENSION FRAMEWORK

1.Bond exposure (Insurance Division) 2. Equity accumulation thesis

Position: 410,000 units ~$35.8M. This is a small, Equity book value: $9.26B. Net profit annualizing
manageable exposure. The near-term maturity ~$94M = PE implied is very high relative to the
(Sep 29,1992) at $87.31 price is the highest-risk banking value being destroyed. The equity stake
bond — if Kraft posts a banking loss before being built is a strategic call option, not a value
maturity, BBB rating may be downgraded. investment at current multiples. The thesis: if Kraft
Recommendation: do not add to insurance bond fails as standalone, equity converts to acquisition
position. Monitor the Sep 1992 maturity for rights or restructuring influence. The risk: Kraft
repayment — If Kraft cannot service it that is the continues paying dividends and bleeding retained
first default signal. Bond income is currently being earnings — equity dilution at expense of

received — do not sell at a discount unless rating bondholders is the adverse scenario for our
falls below BBB. insurance position.
3.Competitive opportunity 4. Conflict management — bondholder vs equity

late
Kraft's 73 branches at 3.93% market share Sccumuator

represent a deposit and client base that needs a
home. WMGP at 262 branches, brand 98, and distress scenario. As bondholder, we want Kraft to
38.86% capital ratio is the natural counterparty. preserve cash and repay debt. As equity

Key signal to watch: i Kraft begins closing accumulator, we want alow acquisition price —
et mntins which means hoping the stock falls. Resolution:

These two positions have opposing interests ina

CEO Written A = Liquidity & Kraft

On the savings account: confirmed and locked. The Oct 8,1991 date is the deposit
origination date. We earn 1.40% on $25.633B continuously. Keeping it in the bank is the
right call — idle corporate cash earns nothing. Board commitment governs the forced
return question, not the day-to-day preference. Strategy: retain until either the Board forces
the issue at Q4 FY1992 or loan demand sustained enough that we no longer need the
optionality.

On the liquidity risk question — the honest answer is: this is not a liquidity crisis, itisa
structural transition. The gap between loans and deposits widens from $77B today to
approximately $305B by Q4 FY1992 — but we have $467B in cash, $78B in annual loan
income, and a never-drawn Fed facility. We cannot run out of money to fund our operations.
‘What we are managing is a funding composition shift: as deposits depart, we become more
equity-funded, which is actually fine given our $544B equity base and 38.86% capital ratio.
The risk is not solvency. The risk is if loan demand surges faster than we can attract
deposits — that is when the rate pivot must activate immediately, not gradually.

The Q3 FY1992 cliff is the one quarter to watch operationally. Approximately $119B of
external deposits exit in a single wave. Cash absorbs it cleanly — we model $395B cash
remaining. But it will create the widest single-quarter gap expansion in our history. The
Board will see a sudden jump from ~$133B gap to ~$282B in one quarter. We need to own
that narrative in advance rather than explain it reactively.

On Kraft — this is more complicated than it looked from the banking data alone. The
income statement reveals the structural trap: they earned $85.4M in operating profit YTD
but are paying $63M in bond interest, leaving only ~$23.6M net. At that pace they
annualize roughly $94M in net profit on a $13B asset base. They are still paying dividends
— $13.9M YTD — which in this condition is a governance failure. Management is returning
capital to shareholders while the banking subsidiary destroys value and bonds trade at 87
cents on the dollar.

The critical conflict for us: our Insurance Division is a bondholder, and we are building an
equity stake. These positions want opposite outcomes in a distress scenario. 1 recommend a
hard firewall — the insurance bond position does not grow, does not shrink unless the BBB
rating is threatened, and is governed entirely independently of the corporate equity
accumulation strategy. The Board should be formally informed of this dual position at the
next meeting to protect us from any governance optics.

The Sep 29,1992 maturity ($87.31 price) is the first real test. If Kraft cannot redeem that
bond at par, the BBB rating is at immediate risk and our Insurance position needs to be
reassessed in real time. I will flag this as a Q3 FY1992 watch item.

Ready for Phase 4 Board simulation on your direction.

o Do oeC
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