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FIGURE 8-1 Interest Rate on U.5. 91-Day Treasury Bills, 1%&5-2015
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CGAP = One-year rate-sensitive assets — One-year rate-sensitive liabilities
= RS5A — RSL
= $155 — %140 = %15 mullion

sale ) (A) Usa¥) Mlanl (o 4 sie dasi€ B s Al e Al Gl all i L Wlle
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CGAP _ %15 million
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= .056 = 5.6%
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TABLE 8-2 Security Federal Corp., Interest Rate Sensitivity Report, 2014

Soerre: Seruriny Federal, Ammmual Repom, 2004

SECURITY FEDERAL CORPORATION AND SUBSIDIARES
Management's Discussion and Analysts of Ananclal Condition and Results of Operations

Threse Ohver Cher Ohver Cheer
Months 312 13 3-5 B-10 Crver
Or Less Months Years Years fears 10 Years Total
iDodlars In Thousands)
Interest-Earmings Assets
Loans $100529 % EB7S505 % 92031 §$45733 % 13367 % 9090 3348255
Mortgage-Backed Securiies:

foailable For Sale, At Fair Value 87,309 17819 54,244 2748z 43,230 8,269 238 B53
Investment Securities:

Hyailable For Sale, & Fair Value 87 4954 6,908 9,048 11,790 53,607 21,541 190,B48
FHLE Sinck, At Cost — 3,145 — — — — 3,145
Ciher Interest-Eaming Asseis 2,252 100 1,995 — — — 4,347

Total Interest-Eaming Assets $278044 $115477 F 157 ANE FBEL0S 110204 0% 38000 FTASM4B
Interest-Bearing Liabdlitlies
Deposits:

Cestfficate Accounts § 39860 F102630 % T79T7SL 31006 % — % —  §2653251

MOAY Accounts 4,380 13,142 70,084 — — — Breil

Money Market Accounts 37571 115,061 82,187 — — — 234149

Statement Savings Accounts 1.431 4,293 228949 - - - 28623
Bormowings 18,678 100000 32,900 5000 — 0,084 72662

Total Interest-Bearng Liabdities  $101920 %245,026 % 287830 $36006 % — % 60834 S6TL966
Current Period Gap 176124 H12964% F(130512y §F49409 F110204 % 32B16 3102482
Cumulative Sap §176,124 § 46475 F (B4037) $[I453E % Toe6c F1024B2 F108482
Cumulative Sap A= A Percent 22.4% La% (10.7% (4.47% 3.5% 13.8% 13.8%

Cf Total Interest-Earning Assets

510y Laal) il el 5 jaas ylalie Gubdl (3lEaiud Aie )l dag 80 5l a3l $8Y) Laal o)
W e sale) a3 Al (315 W) e aed) el ALy ghall ) 0le) 558 (et | jhalaal) o2
Lpa gandl A Jaall A 320N prs Apulies 8 Al Wl (ol el 30le) 358 IS dalide Bl

A laad Hhlaal da je Adlal) G gall &y
A ) 38 sae o Bl el halad (o el iy A i) & jldie) e (Ji) Qi e
IS eelld s anl s ale A LSy yal 1Y 50 0 gl el Bale] (85 sand agal g Lath aal 5 ale Lgiae
Aall e T A5 i) b W e sale) a3 U RSLs (e ST RSAS Y 99 0 sale 50 i) (5

iy i gud AT Al el sae e b i sale ] 23 ) Jsa) e ST Y 90 5l 505
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i) eban (JalS ol (500 o b sadll Jolat 3 Al (yuat 8 Coan A Bl lad 8 ) il
dag b Jah Ailie e i) Culdasy Jgal (81 [0 = (50=) + 504] ia e Bale) 3 5ad
Ao stall 3 gadll ae 5 saldll jland il el (o ey ¢ Jll g chassall (BlaainY)

Uil 038 CilS ¢ yual ppeiiil) 3ale) ol ad o 4 oy 531 e 31 sl GIS LS il el o) (4
Sland Sl (el 8 kel Jind a1 5 el pandl) ale) 5y (b dlld (o (uSall o 5 spial
Ll ol pransill Bale ] 5 538 4leal 5 jilee A0 3 i) 6 L ypest e ) Ol sllaall 5 <l g gl 5308Y)
SN e < sl A geadl Al el dpulien (e JIS

Jsa¥) dpuslual Lulis CGAP is :RSLs 5 RSAs (A& Salll jlaad (8 4 gludiall < )
sl s CGAP G 8l e ¢ suall 3-8 Jpaal) Jalusy Aulle G el 523080 Jana olad o gasadll
RSLs J 3234l s &l 2l 4y glue RSA J 32008l jeis o G madll oS5 Ladie NI

RSAs Leal Adlall dsgall il 13} ) Lin g (5 52l) dsnsi 5f) CGAP (158 Ladie «JUdl) Juw e
sl O 1 ki ¢(3-a8 Jsaal) o1 caall) 52l jlasdd adi 55 Ladie i jivs NI (8 ¢(RSLs (e S
S Gl g pema (e ST & 33 200 Gal)

il il g BNl A <l il G A o daS) il padl) Bale) 3 gad il 98-3 Jgan)
Bl et Abal) a guadll g o gua] o Bl il 185 (g sbas Lal 381 aa i) o) A3 ila B

Change Change Change
in Interest in Interest in Interest Change in
Row CGAP Rates Income Expense NIl
1 >0 1t ft > ft ft
2 >0 I 4 > (3 1
3 <0 1t ft < 1 {
4 <0 [} [t < U ft

11-8 Jsaadl & JUall B gally
dic (CGAP) &) 1aiin) RSLs s RSAS (3 JS (Ao 2aall 8 1 Ay Camdi ) 32080 el () (j2a yiadl
Al aill e il (ANTT) 50 sdl) Jaa ila 6 a8 siall (5 ginad) purill () s san) )l Aiudd) day yd
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ANF = CGAP = AR
= ($15 million) > .01
= $150,000
addin (3-8a Jsaall <2 Cauall) RSLs 5 RSAS - dassilly (5 sbastilly 3lal) lasd cacadal 1) ¢ Jially
Cay Juae (o L gl )y (adds Galal) el (@A ae L e CGAP 05Ss Ledie NI
NI padady ¢ dulls ) sl
(CGAP) I Taliic) Alall 8 1 Loy (omddiian 5250l ¥ are (8 Al Lila gleal dpully 5 yoa yiai]

1 L (N Gadiis saal o)) daull 4y xie

ANN CGAP = AR
= ($15 million) > —.01

= —$150,000

@) NIl & ST adsiall usill QIS ¢ ST CGAP Jddlhal) dall culS LK 43f Alaleall 028 (o ey
(390 58} Cay jlmay 45yl el A all 5 gl lal ) & il 530 3

Slo sl Jlad & el e IS dasi s NIT psl) ol dlula) CGAP 058 Ledie cale IS
A A e allaey 3l el Camdi 13 Al (3528l Lt 1) CGAP 0588 Ledie ¢l (o uSal)
RSLs Le) bl duansall (0¥ 1353) NIl sdise (it (3-8a Jseall ¢3 —aall) RSLs s RSAS
O s Levie Lulayl L alA)) CGAP 058 O 455 Adlall Al o ¢ Jilles (RSAS o S
AN el a3

NIl O ¢(3-a8 dsaall ¢4 Caall) RSLs 5 RSAS & Aailly (5 sbucilly 33581l cacadaiil 13) ((Jially
ol ) eSSk 20l Cay jlae JE G2l ¥ are (@lisl ae Al CGAP (5S35 Ladie 2l Y
S bl (& il Gla Jadi p NIT 8wl & Ll CGAP 058 Ledie cale JS5y il 6l
B el (i o @ giall e O3S Letie Lulu 0 5S OF CGAP 2 Allal) s all G o Uil

.(CGAP effects) CGAP <l il cilddlall oda ) s
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Llay) CGAP 05S5 Laie ) gdll Jan il o 308l el & s i1 1 1-8 (gl
e 71 Aty Candi ) 33 Hlaesd () Gl il g 02-8 Jsaad) 8 Alall A pall Apaily 4dl (j2a ikl
(ANIT) 2 gall Dl ) Ala (8 a8 gl (5 giud) Huaill B CGAP JMA (e .RSLss RSAs (« JS
b LS el A 5all

ANII = (RSA x AR) — (RSL x AR)= CGAP x AR

= ($155 million x 0.01) — ($140 million x 0.01) = ($15 million)x 0.01
= ($1.55 million — $1.40 million) = $150,000

¢(a3-8 Jsaall 2 aall) RSLss RSAs (o) dsills sludia JS5 33081 el Cumsail 13) (Jialli
o ASU 2 gl Ja (sd Gailal) jlaad mlads) & An 50 CGAP O5Si Ladie NI paddss o g
(L Al A pall ) dnlly 4l (i gl NI 208l JAs Gilia Gaddsy o3Sa 5 0l Cag pas

(0sSee l8l) J2a Sla (U CGAP A (e ASLally 1 Aty 303Ul Y ama (aliss) yal il

ANII = ($155 million x (—-0.01)) — ($140 million x (—0.01)) = $15 million x —0.01
= —%1.55 million — (~$1.40 million) = — $150,000

:RSLsy RSAS (e 3l il (B 4 giwal) 4o g ATl ) il
Dl b asl) O el il Bl el yuad ae 231 sil) Jao a8 el A Gilad) il sy
O ol e «sal 3 5les RSLs (Ao sailal) el 8 ill Lol U sluse (S RSAS (e sl
& Jal s Gad 138 (el ae ClB) iy Al RSLs 5 RSAS (oo 338l jlasd (s 3381 a3 58
8 B3 ga sall Glli e Lo sac RSAS (Ao 38l jlaad 3 <l yunall Calias «@lld (e Yoy ) e 53
(Y ) pda il g e i ) Lin iy o geadll s Jgea¥) e 83080 e (o G 5T)RSLs
sl Lo saldll jland 5 (asadll) ddliaidll CD g la¥) Cilaled C¥are a8 Al (4-8 JSa) kil
Y] Gl b ale JS5 & ati cVasall G (e a2l e 4l BaaY 2006-1990 3 sill (J sa¥))



Jrdiall july - (Y1 e ) sl el Hlalae (b SEI Juadll— aalill 5 (o jliaall anddayl )l daull — lalad) 3 )

g 8 LAl Wal oNII o sl Jlead <l puas 8l 1 ks Allal) sda & Llad ddasi e e Ll V)

FIGURE 8-4
Three-Month CD
Rates versus Prime
Rates for 1990-2006

Source: Federal Reseroe

Builetin, various issues. T
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ool Cla o4 (Al 0.2 = Akl 1 - Al 1.2 4ewiy 3 RSLs 5 RSAs (e Yl

;g,JLﬂ\ el e NI 28l Jaa SHba

= Alnterest evenue — Alnterest expense
= ($155 million > 1.2%) — ($155 milion = 1.0%)

= $155 million (1.2% — 1.0%)
= $310,000

o el s pall ) gdl) J20 ilm Ciliay ALl s 3all A1 L) (e L g5 iy )l il s s o8 il 2

RSL e sl jlanf s RSAS (Ao sa3lall el oy G5 dl) Al
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‘RSLs s RSAs (e saall el (pu (5l a1 5 13)
A8l & Aagill s ) il Cayjlaa (e L 201l ) ) oo 8 il e i 5 levic o
NIl
o Aaill 5 i sdl) (i laa (pe JBT JSE ) sil) il ) (add Al lad (addi Levic e
NIl 2 33b5
¢RSLs s RSAs (e 32l w¥ama G (3Ll (adas) 1) el (o Sl e
il Uiy s ) sl Ciy e (e B (S8 23158l ol gl ol 35 Al Jland xdi i ledic o
ANIT) S50 Jaa
)58l Cay jlemn (alsdldl e ST O 2058l Clal y) oasdw el leud Jaygd Laie o
(NI sl Jas dla il
Dl A ) sl e il (oaky ¢ Jall JSE e sl el & 558 il 06 ale JS
<l juadll g (RSLss RSAS (e Wl ca¥ara () GHW & &l padll G dnlag) 483e st ildl)
NIl Jas la
NI 203 5 esalal) Hlad o Gl o j WIS o

N” ......‘éjm\ ....‘LA.‘S °

sl ¥ amae () Lains Y 50 (ysale 155 4 gbse RSLS (55 RSAS O (s (sl JUiall 22l
aie 0l J2 s () S (RdasY) AUall) RSLS RSAS (0 IS sl %1 e and

ANII = (RSA X ARgs4) + (RSL X ARgg;)
= (155 % 0.01) — (155 % 0.01)
=0
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GoAll O f) RSLs sle 4l 1 dauiyy RSAS (Ao Ailally 1.2 day adii i 5200 CVara () iyl
& omall Clua 2 (Al 0.2 = A3lall 1 - ALl 1.2 4sdy 3 3 RSLs 5 RSAs (e ¥ axdll o
;g;us\ saall e NI )8l Jaa SHba

ANII = (RSA X ARgg,) + (RSL X ARggy)
= (155mil * 0.012) — (155mil * 0.01)
=155+ 0.002
= 310000
Ol &) RSLs sle el 1.2 dain s RSAS (Ao Dlally 1 Ay Cuzaddih 338 C¥are G (2 i)
Gl gy (AWl 0.2 = Al (1.2-) — b 1- Ay 3 3 RSLs $RSAs e ¥ anall ¢ (5l
(A il e NIF X dl) Jas Jila (b sl

ANII = (RSA X ARgss) + (RSL X ARgs,)
= (155mil * —0.01) — (155mil * —0.012)
= 155 % 0.002
= 310000

20 gal) Jaa hla 5aly 30 W il ()5S Al 30 jlad <l 5 8 Lallla

G Of 1) RSLs (sde 43y 1.2 danis s RSAs (o Qlally 1 4oy adi i 3304l ¥ asa o ia il
ool il Qi (Bla-0.2 = A8lall 1,2 — Gl 1 dandy (=835 RSLs 5 RSAs (e @¥asall
() il e NIE Xl Jas Gila 8

ANII = (RSA X ARggs) + (RSL X ARgg;)
= (155mil x 0.01) — (155mil x 0.012)
= 155+ —0.002

= —-310000
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s Sul el e NI 28l Jaa SHha S Yt FURIVEN

= (155mil * —0.012) — (155mil x —0.01)
= 155 % —0.002

= —310000
3 gl Jas ila Galianly b il 0 Kb Ll 3208l el <l 5 58 Lallla

NI e Ll il 3200l iy 3 iy CGAP il (e Adlide e gana o Jsaanll 4-8 Jsaall il
5 Y) Aa )Y Casiiall ¢ s CGAP go Alle i siad 4-8 Jsaall (& Y1 dn jY) Casinall
8 g il @l i s CGAPEL (e US ) 4-8 Jpasdll 8 Laa¥ Alu CGAP e Aalle duus e yiind
13) ¢4-8 Jsaall e 6 il b (Jliall danas e NI e ) G Led 0585 of Sy 32301 e
Op GO (=eail 1Y) pmidian NI ) CGAP ili Uiy ldl) jland ol 5 4l CGAP <ils
& omidin NI o) Load i g él) 580 Jsh ¢ 33 land 320 ) ae il (uds 8 RSLs 5 RSAS
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TABLE 8-4

Change in Change in

Impact of CGAP Row CGAP Interest Rates Spread NIl
on the Relation

between Changes 1 =0 [l 1 1

in Interest Rates 2 >0 | I ¢!
and Changes 3 >0 4 1 ¢!
in Net Interest 4 >0 4 Il |

Income, Allowing 5 <0 L] 1 Tl
for Different Rate 6 <0 1 Il |

Changes for RSAs 7 <0 4 m fr

and RSLs 8 <0 4 I} frl

3 @l Jaa ila e (Spread Effect) 2l el cildy i s CGAP J &l jidall il : 2-8 (4 yai
RSAs (Ao Al 1 Aty 3250 el Cuadiih ¢ 2-8 Jsaad) 8 A0lall Gy el dpsilly 5 (j2a yid)
r Al il e NI uaal) Sl oty ¥) RSLs (e Al 41,2 5

ANII = [$155 million x (<0.01)] — [$140 million x (0.012)]

= -%$1.55 million — (-$1.68 million)

= $0.13 million or $130,000

58l ld ¢ 1-8 JEall ) NI e Lol Uniia iy (RSA> RSL sf) CGAP Ll o e a2 1 e
150.000 4y NII & Laliss) 0l RSLs 5 RSAS (3o IS (sle Jaxall (8 71 dauiy alissY CGAP
of Aapal e S« spread effect <3 4l s ¢ paslal) el i g g3 B 3Ll gl e (LY 0

0¥33130.000 ey 3 3 35l Jao Jila

o o Ll gual alaal ) danally 3080 el Slalaial 50l o el A0l s gall iamy i
Macatawa Bank Corporation 48yl saa) g &l el sale) (85 sl dsud Jau i IS ¢ JUal)
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zasa Jia) ¥ ogad ST o 3lai alasind ) Gaaliiall 3500 el ) A ) Canaal) Lol jany e

Bl el Hhlae (Al (duration s 5 sad

t o) Bale) B gad 7 gad (B Ciauall Lk
Cluad 75 gaill 138 223 sasiall G ) A g 1Y) Cluse (e cabaal) 4l o e a2 )l e
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FIGURE BE-1 Treasury Yield Curves
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FIGURE 8B-3 Yield Curve under the Unblased Expectations Theory (UET) versus
the Liquidity Premium Theory (LPT)
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FIGURE 8B-4 Market Segmentation and Determination of the Slope of the

Yield Curve
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Liabilities and Equity

Assets
Floating-rate mortgages
{currently 10% annually) $ 50
30-year fixed-rate loans
{currently 7% annually) 50
Total assets $100

1-year time deposits

{currently 6% annually) $ 70
3-year time deposits

{currently 7% annually) 20
Equity _ 10
Total hiabilities and equity $100

Falall dilgd A a8 giall 20 6dll 20 Jdla 8 Lo A
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Slse M. P. Jorgan 4esl ol yil A Sa ddle 3l sali Jea 40U e gladll andial 15

Ol bl 5 (s 8 G (3 gl
Assets Liabilities and Equity

Cash $ 10 Overnight repos $170
1-month T-bills (7.05%) 75 Subordinated debt 150
3-month T-bills (7.25%) 75 7-year fixed rate (8.55%)
2-year T-notes (7.50%) 50
8-year T-notes (8.96%) 100
S-year munis (floating rate)

(8.20% reset every 6 months) _ 25 Equity 15
Total assets $335 Total liabilities and equity $335
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2-year T-notes LYo 0ne 10 1l ale Lhae AN U runoff &g a8 gl e .C
aaal 5 Aind yuuiill ale) 3928 4 L 8-year T-notes LY 52 U5l 20
1) aladl dles 8 20l Jan dla o 3l s W crunoff 8 glaeadl 2331 &5 13 D
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Assets Avg. Rate  Liabilities/Equity Avg. Rate
Rate sensitive % 550,000 1.75% Rate sensitive $ 375,000 6.25%
Fixed rate 755,000 8.75 Fixed rate 805,000 7.50
Monearning 265,000 Nonpaying 390,000

Total $1,570,000 Total $1,570,000
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