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US Bank Faillures: Will Cracks
Turn into Chasms?

After a long period of relative calm in the US banking
system, the back-to-back failures of Silicon Valley Bank
(SVB) and Signature Bank—the second- and third-
largest bank failures in the country’s history—have
depositors and markets on edge.

Looking to shore up confidence in the system and prevent the infection
from spreading, a coterie of US authorities—including the Federal Reserve,
Treasury and Federal Deposit Insurance Corporation—intervened over the
weekend. As of March 13, these measures appear to have been at least
partially successful. Though market volatility remains elevated, the selloff
in broad equity indexes has abated for now. Regional bank stocks have not
been as fortunate; the S&P Regional Banks Select Industry Index opened
Monday morning down more than 14%, and trading was halted in several
stocks during the day. In contrast, perceived “safe havens” like gold and US
Treasuries have rallied.!

Contagion is a difficult thing to predict, and we won't attempt to do so here.
That said, the idiosyncratic nature of these bank failures and the intervention
of US authorities suggest that containment may be the likely outcome of this
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The impact of the recent midsized bank
failures appears to be contained for now,
though the episode highlights the vulnerabili-
ties inherent in today’s financial system.

Portfolios managed by the Global Value team
had no direct exposure to Silicon Valley Bank
or Signature Bank.

Given our focus on trying to avoid the
permanent impairment of capital, the Global
Value team has long sought to build resilience
in our portfolios through rigorous security
selection and thoughtful diversification.

Our philosophy is to hold gold as a potential
hedge against extreme market events, and
the metal has provided stability during the
recent tumult.

Views expressed are as of March 13, 2023.

episode. While some observers may hear echoes of 2008 in recent headlines, the magnitude of and reason for last week’s failures point
to something less far-reaching—which is not to say that broad-based fallout from these events is not possible. Further, these failures
highlight the pronounced vulnerabilities inherent in today’s financial system and the potential for unintended consequences as policy-
makers attempt to unwind years of highly accommodative monetary policy. They also underscore why the Global Value team seeks to
build resilient portfolios through rigorous security selection and thoughtful diversification, often complemented by a strategic allocation

to gold as a potential hedge against extreme market events.

1. Source: FactSet; data as of March 13, 2023.
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Bank Failures Highlight Cracks in the System

Despite being little known outside of its customer base of venture
capital-backed tech names, Silicon Valley Bank (SVB) grew to

be the 16th largest bank in the US. The bank’s deposits nearly
doubled over the course of 2021 in conjunction with a massive
increase in venture capital investment, and by the end of the
year it had nearly $190 billion on its books. With more deposit
assets than it could profitably lend out given rock-bottom
interest rates, SVB sought to boost profits through an investment
portfolio focused on longer-term agency mortgage-backed
securities.? While these highly rated securities carried minimal
credit risk, their long durations made them susceptible to rising
interest rates.

US regulators took extraordinary
action over the weekend to
protect customer deposits in the
two failed banks and to bolster
wavering confidence in the
nation’s banking system.

The beginning of the end for SVB likely can be traced back to the
early-2022 commencement of fed fund rate hikes. Rising interest
rates weighed on the venture capital investment that fueled SVB's
rapid growth, and its customer base was now burning cash rather
than hoarding it. More impactful, however, was that rising interest
rates were punishing the extensive long-dated fixed-rate bond
holdings in SVB's portfolio.

A press release issued by SVB on Wednesday, March 8, set the
end game into motion. The bank reported that it had sold $21
billion of securities from its investment portfolio for an after-tax

. Source: Wall Street Journal, data as of March 12,2023.
. Source: Silicon Valley Bank; data as of March 8,2023.
. Source: Federal Deposit Insurance Corporation; data as of March 10, 2023.
. Source: Federal Deposit Insurance Corporation; data as of March 12,2023.
. Source: Bloomberg; data as of March 13,2023.

Source: Federal Reserve; as of March 12,2023.
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loss of $1.8 billion and planned to issue $2.25 billion of new shares,
ostensibly to plug the hole these sales left in its balance sheet.®
Prominent venture capitalists advised their clients to pull their
money from the banks, and the run was on. On March 10, SVB was
closed by California authorities and the FDIC was appointed as
receiver. While SVB depositors with balances under the $250,000
insurance threshold were expected to have access to their funds
within days, the fate of larger deposits was murky.*

This lack of clarity raised concerns about the safety of bank
deposits in general and produced runs at other banks deemed
vulnerable in the uncertain environment. Among these were
crypto-focused Signature Bank, which had nearly $S90 billion in
deposits at the end of 2022. Signature lacked the bond-portfolio
overhang of SVB, but its concentration of clients in the digi-
tal-asset world appeared to undermine confidence in its ability to
continue meeting its obligations amid increasing risk aversion in
the bank space. Signature was shuttered on March 12.°

That same day, US regulators announced extraordinary action

to protect customer deposits in these two banks and to bolster
wavering confidence in the nation’s banking system. The FDIC
vowed to fully protect all SVB and Signature depositors, including
those with accounts in excess of its $250,000 insurance ceiling;
notably, such accounts represent more than 90% of depositors

at both banks, which made them particularly susceptible to bank
runs.® The Fed introduced a new Bank Term Funding Program that
offers short-term loans against collateral valued at par, which is
intended to reduce the pressure on banks to sell bonds in order to
meet their cash needs. The central bank also eased lending terms
through its discount window.” While these measures provided
relief to equity markets in general, bank stocks continued to
struggle into the new week due at least in part to the ambiguity
that persists around the programs.
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Seeking Resilience Through Selectivity and Diversification

First Eagle’'s Global Value team previously has expressed

concern about the potential risk of a financial accident emerging
somewhere in the system. We saw a number of burgeoning
threats materialize in 2022; all ultimately failed to inflict wide-
spread damage, and we are hopeful that the current tumult in the
banking sector will play out with similarly limited systemic impact.
At the same time, however, the periodic emergence of such events
may suggest a broader set of troubling tectonics shifting under-
neath the surface.

Given our focus on avoiding the permanent impairment of capital,
the Global Value team has long sought to build resilience in our
portfolios from the bottom up. This has meant searching for
companies with track records of stability in the face of market
volatility and macroeconomic weakness, with pricing power that
can be exploited in inflationary environments, with scarce assets
and strong capital structures that may serve as a buffer against
rising interest rates, and with prudent management teams. This
also has meant investing in such companies only when we can

do so at what we believe to be “margin of safety” to our estimate
of intrinsic value.2 While we have seen broad dislocation across
financial stocks over the past week, we are confident that our
investment philosophy and process will help mitigate the worst of
the downside—and may potentially reveal attractive buying oppor-
tunities in names undeservedly caught up in the downdraft.

We are also mindful of the importance of diversification as

a guiding investment principle, and our portfolios represent
carefully curated and balanced collections of businesses we
believe have strong competitive positions in a variety of industries
and geographic markets. Our benchmark-agnostic perspective
supports our disciplined approach to business selection, enabling
thoughtful diversification rather than index-tracking and helping
to ensure we are providing clients with truly differentiated invest-
ment solutions. Many of our portfolios have a strategic allocation
to gold as a potential hedge against adverse market developments,
and the metal has performed as we would expect during the
current period of uncertainty.

Portfolios managed by the

Global Value team had no direct
exposure to Silicon Valley Bank or
Signature Bank.

8. First Eagle defines “margin of safety” as the difference between a company’s market price and our estimate of its intrinsic value. “Intrinsic value” is based on our judg-
ment of what a prudent and rational business buyer would pay in cash for all of a company in normal markets.
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The opinions expressed are not necessarily those of the firm and are subject to change based on market and other conditions. These materials are provided for informa-
tional purposes only. These opinions are not intended to be a forecast of future events, a guarantee of future results, or investment advice. Any statistics contained herein
have been obtained from sources believed to be reliable, but the accuracy of this information cannot be guaranteed. The views expressed herein may change at any time
subsequent to the date of issue hereof. The information provided is not to be construed as a recommendation or an offer to buy or sell or the solicitation of an offer to buy
or sell any security. Past performance does not guarantee future results.

Risk Disclosures
All investments involve the risk of loss of principal.

There are risks associated with investing in securities of foreign countries, such as erratic market conditions, economic and political instability and fluctuations in
currency exchange rates. These risks may be more pronounced with respect to investments in emerging markets.

The principal risk of investing in value stocks is that the price of the security may not approach its anticipated value or may decline in value.

Investment in gold and gold related investments present certain risks, and returns on gold related investments have traditionally been more volatile than investments in
broader equity or debt markets.

Securities that invest in bonds are subject to interest-rate risk and can lose principal value when interest rates rise. Bonds are also subject to credit risk, in which the
bond issuer may fail to pay interest and principal in a timely manner, or that negative perception of the issuer’s ability to make such payments may cause the price of that
bond to decline.

High yield securities (commonly known as “junk bonds”) are generally considered speculative because they may be subject to greater levels of interest rate, credit
(including issuer default) and liquidity risk than investment grade securities and may be subject to greater volatility. High yield securities are rated lower than investment
grade securities because there is a greater possibility that the issuer may be unable to make interest and principal payments on those securities.

Bank loans are often less liquid than other types of debt instruments. There is no assurance that the liquidation of any collateral from a secured bank loan would satisfy
the borrower’s obligation, or that such collateral could be liquidated.

Income generation and dividends are not guaranteed. All investments involve the risk of loss. If dividend paying stocks in the portfolio stop paying or reduce dividends, the
portfolio’s ability to generate income will be adversely affected.

Diversification is a strategy that involves allocating assets to a variety of investments with the intention to help manage risk.

Federal funds rate is the interest rate at which depository institutions (banks and credit unions) lend reserve balances to other depository institutions overnight on an
uncollateralized basis.

Mortgage-backed securities (MBS) are financial instruments collateralized by a pool of mortgages.

Volatility is a statistical measure of the degree to which the return of a portfolio or individual security deviates from its mean over time.

Indexes are unmanaged, and one cannot invest directly in an index.

MSCI EAFE Index measures the performance of large and midcap securities across 21 developed markets countries around the world excluding the US and Canada.
MSCI World Index measures the performance of large and midcap securities across 23 developed markets countries.

S&P 500 Index is a widely recognized unmanaged index including a representative sample of 500 leading companies in leading sectors of the US economy. Although the
S&P 500 Index focuses on the large cap segment of the market, with approximately 80% coverage of US equities, it is also considered a proxy for the total market.

S&P Regional Banks Select Industry Index measures the performance of stocks in the S&P Total Market Index that are classified as regional banks in the global industry
classification standard (GICS).

Important Information for Non-US Residents

This material and the information contained herein is provided for informational purposes only, does not constitute and is not intended to constitute an offer of securities,
and accordingly should not be construed as such. Any funds or other products or services referenced in this material may not be licensed in all jurisdictions and unless
otherwise indicated, no regulator or government authority has reviewed this document or the merits of the products and services referenced herein. This material and
the information contained herein has been made available in accordance with the restrictions and/or limitations implemented by any applicable laws and regulations. This
material is directed at and intended for institutional investors (as such term is defined in any applicable jurisdiction). This material is provided on a confidential basis for
informational purposes only and may not be reproduced in any form. This material is for general information only and is not intended as investment advice or any other
specific recommendation as to any particular course of action or inaction. The information in this material does not take into account the specific investment objectives,
financial situation, tax situation or particular needs of the recipient. Before acting on any information in this material, prospective investors should inform themselves of
and observe all applicable laws, rules and regulations of any relevant jurisdictions and obtain independent advice if required. This material is for the use of the named
addressee only and should not be given, forwarded or shown to any other person (other than employees, agents or consultants in connection with the addressee’s consid-
eration thereof).

Notice to Residents of Brazil

First Eagle Investment Management, LLC and its subsidiary investment advisers are not accredited with the Brazilian Securities Commission - CVM to perform investment
management services. The investment management services may not be publicly offered or sold to the public in Brazil. Documents relating to the investment management
services as well as the information contained therein may not be supplied to the public in Brazil.

Notice to Residents of Canada

This document does not constitute investment advice or an offer or solicitation to sell or a solicitation of an offer to buy any product or service or any securities (nor

shall any product or service or any securities be offered or sold to any person until such time as such offer and sale is permitted under applicable securities laws.) Any
products or services or any securities referenced in this document may not be licensed in all jurisdictions, and unless otherwise indicated, no securities commission or
similar authority in Canada has reviewed this document or the merits of the products and services referenced herein. If you receive a copy of this document, you should
note that there may be restrictions or limitations to whom these materials may be made available. This document is directed at and intended for institutional investors
and is only being provided to “permitted clients” as defined under the Canadian Securities Administrators’ National Instrument 31-103 — Registration Requirements,
Exemptions and Ongoing Registrant Obligations. This document is provided on a confidential basis for informational purposes only. Before acting on any information in this
document, prospective clients should inform themselves of and observe all applicable laws and regulations of Canada. Prospective clients should inform themselves as to
the legal requirements and tax consequences within the countries of their citizenship, residence, domicile and place of business with respect to the acquisition, holding or
disposal of shares or the ongoing provision of services, and any foreign exchange restrictions that may be relevant thereto.

Important Information for Residents of Dubai International Financial Centre

This presentation is intended for distribution only to Professional Clients. It must not be delivered to, or relied on by, any other person. The Dubai Financial Services
Authority has no responsibility for reviewing or verifying any documents in connection with the advisory services. The Dubai Financial Services Authority has not

approved this document nor taken steps to verify the information set out in it, and has no responsibility for it. If you do not understand the contents of this document you
should consult an authorized financial adviser.
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Important Information for Residents of the State of Qatar

Any funds, products or services referenced in this document may not be licensed in all jurisdictions, including the State of Qatar (“Qatar”), and unless otherwise indicated,
no regulator or government authority, including the Qatar Financial Markets Authority (QFMA), has reviewed this document or the merits of the products and services
referenced herein. If you receive a copy of this document, you may not treat this as constituting an offer, and you should note that there may be restrictions or limitations
as to whom these materials may be made available. This document is directed at and intended for a limited number of “qualified” investors (as such term is defined

under the laws of Qatar). This document is provided on a confidential basis for informational purposes only and may not be reproduced in any form. Before acting on any
information in this document, prospective clients should inform themselves of and observe all applicable laws and regulations of any relevant jurisdictions, including any
laws of Qatar. This document is for the use of the named addressee only and should not be given, forwarded or shown to any other person (other than employees, agents
or consultants in connection with the addressee’s consideration thereof). Any entity responsible for forwarding this material to other parties takes responsibility for
ensuring compliance with applicable securities laws.

Important Information for Residents of Taiwan

Information displayed on this website is only directed at Taiwanese professional investors (within the meaning of the Taiwanese Securities Investment Trust and
Consulting Law, the Futures Trading Law or the Trust Enterprise Law) and is not suitable for individual investors, as this website contains information on certain advisory
products and services. If you are uncertain about whether you are a professional investor under the laws of Taiwan, then you should consult your legal adviser.
Important Information for Residents of United Arab Emirates

The offering of the products and/or services described herein have not been approved or licensed by the UAE Central Bank, the UAE Securities and Commodities Authority
(SCA), the Dubai Financial Services Authority (DFSA) or any other relevant licensing authorities in the UAE, and accordingly does not constitute a public offer in the UAE in
accordance with the commercial companies law, Federal Law No. 2 of 2015 (as amended), SCA Board of Directors’ Decision No. (13/Chairman) of 2021 on the Regulations
Manual of the Financial Activities and Status Regularization Mechanisms or otherwise. Accordingly, the presentation is not offered to the public in the UAE (including the
Dubai International Financial Centre (DIFC))

This presentation is strictly private and confidential and is being issued to a limited number of institutional and individual clients:

a. who meet the criteria of a Professional Investor as defined in SCA Board of Directors’ Decision No. (13/Chairman) of 2021 on the Regulations Manual of the Financial
Activities and Status Regularization Mechanisms or who otherwise qualify as sophisticated clients;

b. upon their request and confirmation that they understand that the products and/or services described in this presentation have not been approved or licensed by or
registered with the UAE Central Bank, the SCA, DFSA or any other relevant licensing authorities or governmental agencies in the UAE;

c. must not be provided to any person other than the original recipient, and may not be reproduced or used for any other purpose.
Important Information for Residents of United Kingdom

This document is issued by First Eagle Investment Management, LLC and is lawfully distributed in the United Kingdom by First Eagle Investment Management, Ltd. First
Eagle Investment Management, Ltd is authorised and regulated by the Financial Conduct Authority (FRN: 798029) in the United Kingdom. This document is directed only
at persons in the United Kingdom who qualify as “professional investors. This document is not directed at any persons in the United Kingdom who would qualify as “retail
investors” within the meaning of the UK Alternative Investment Fund Managers Regulations 2013 (S.I1. 2013/1773) or the EU Packaged Retail and Insurance-based
Investment Products Regulation (No 1286,/2014), the UK PRIIPs Regulation, and such persons may not act or rely on the information in this document.

FEF Distributors, LLC (Member SIPC) distributes certain First Eagle products; it does not provide services to investors. As such, when FEF Distributors, LLC presents a
strategy or product to an investor, FEF Distributors, LLC does not determine whether the investment is in the best interests of, or is suitable for, the investor. Investors
should exercise their own judgment and/or consult with a financial professional prior to investing in any First Eagle strategy or product.

First Eagle Investments is the brand name for First Eagle Investment Management, LLC and its subsidiary investment advisers.
© 2023 First Eagle Investment Management, LLC. All rights reserved.
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