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Evolution of Atlanta Fed GDPMNow real GDP estimate for 2025: Q1 HUDSON VALLEY
Quarterly percent change (SAAR) INVESTMENT ADVISORS, INC.

nty Bancorp, Inc.
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Very unusual behavior 1n long rates after the Fed started cutting in September 2024 HUDSON VALLEY
|NVESTMENT ADVISORS INC.
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Term premiums driving 10s over the last month
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== Adrian Crump & Moench 10 Year Risk Neutral Yield - expected short-term rate [c.o.p. val 1 month]
= Adrian Crump & Moench 10 Year Treasury Term Premium [c.o.p. val 1 month]

Source: Renaissance Macro Research, Macrobond
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. . HUDSON VALLEY
US Treasuries Yield Curve INVESTMENT ADVISORS, INC.
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A charting app for interest rates and macroeconomic indicators
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Exhibit 7: The correlation betweeaen stocks and bonds
has reverted to its uswual inverse relationship
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HUDSON VALLEY
Consumers Express Rising Uncertainty Over Path of Inflation INVESTMENT ADVISORS, INC.,

Uncertainty Estimated by 75% Percentile — 25 Percantile of Expeclations
JF-Month Moving Averages

10 - Uncertainty - Year-Shead Inflation Expectalions

-------- Uncertainty - 2-10 Year Inflabon Expectations

|:| i i i i i
1977 1982 1987 1992 1997 2002 2007 2012 2017 2022
University of Michigan, January 10, 2025
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What’s driving CPI?
(% change, year-over-year)

ounty Bancorp, Inc
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Big revisions in the new tenant rents series e
New Tenant Rent Index (Y/Y % change) INVESTMENT ADVISORS, INC.

15.00

10.00 / \ |
5.00 // \

0.00
20 21 22
-5.00
-10.00
1/21/2025 10/17/2024 7/15/2024
4/17/2024 1/16/2024 11/22/2023

Source: RENMAC

DELIBERATE INVESTING. INTENTIONAL VALUE.



Year-over-year inflation 1s close to 2%, but the price level today 1s 22% higher than in January 2020

APOLLO
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HUDSON VALLEY
INVESTMENT ADVISORS, INC.

A subsidiary of Orange County Bancorp, Inc

U.SHCRUDE OIL RRODUCTION
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DELIBERATE INVESTING. INTENTIONAL VALUE.



Firms can add hours before bodies

Hours

33.00 HUDSON VALLEY
INVESTMENT ADVISORS, INC.
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Labor demand remains soft HUDSON VALLEY
INVESTMENT ADVISORS, INC.
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Source: Renaissance Macro Research, Macrobond
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Chart 3. Labor Productivity, Output, and Hours Worked index series, nonfarm business, 2019 Q4 - 2024 Q4
Index (2019 Q4=100)

HUDSON VALLEY
INVESTMENT ADVISORS, INC.
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HUDSON VALLEY
INVESTMENT ADVISORS, INC.
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FRED Nominal (Trade Weighted) Dollar Index
3 2006 - Present

Dollar Has Compounded {;f
: At An Average +1.4% Since 2006 Jrll'l"

Source: Board of Governors of the Federsl Reserve System (US) fred stlouisfed org
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S&P 500 REVENUES PER SHARE GROWTH RATE
(yearly percent change) HUDSON VALLEY
2 lilll 5&P 500 RPS, yearly percent change (03-2024 = 7.0) INVESE:_/IENT ADV:SOBS INC.
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HUDSON VALLEY

INVESTMENT ADVISORS, INC.
CORPORATE PROFIT* MARGIN i
(percent of GDP, quarterly, sa, with IVA & CCadj)
N[== Profit Margin (Q3-2024 = 12.94)
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Source: LSEG Datastream and @ Yarden| Research. Bureau of Economic Analysis.
“Pre-tax profits from current production.




o HUDSON VALLEY
Exhibit 9: US M&A volumes were up more than -259 INVESTMENT ADVISORS, INC.

vear-on-year in 2024...
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NWFIE SMALL BUSINESS SURYEY: DUTLODK FOR GENERAL BUSINESS CONDITIONS
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HUDSON VALLEY

S US NEW BUSINESS APPLICATIONS INVESTMENT ADVISORS, INC.
(thousand, sa, ratio scale)
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Source: LSEG Datastream and @ Yardeni Research. US Census Bureau.
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HUDSON VALLEY
INVESTMENT ADVISORS, INC.

Exhibit 3: Credit card transitions to serious delinquencies have been particularly severe for the 18-29 and
30-39 age groups
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Commercial Property Price Index HUDSON VALLEY

Index, 100=2006 INVESTMENT ADVISORS, INC.
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Year-Over-Year Percent Change, Ordered by Volume, Q4-2024
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HUDSON VALLEY
CRE Cap Rates by Property Type INVESTMENT ADVISORS, INC.,
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. HUDSON VALLEY
CMBS Delinquency Rates by Sector INVESTMENT ADVISORS, INC.
Mot Seasonally Adjusted
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Office Supply & Demand HUDSON VALLEY

: INVESTMENT ADVISORS, INC.
Vacancy Rate; Millions of Square Feet

County Bancorp, Inc
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HUDSON VALLEY
ALFRED || @ Commercial Real Estate Prices for United States Vintage: 2024-05-01 INVESTMENT ADVISORS, INC.
@ Commercial Real Estate Prices for United States Vintage: 2024-08-01
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unty Bancorp, Inc
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HUDSON VALLEY
INVESTMENT ADVISORS, INC.

FRED -4 — RealEstate Loans: Commercial Real Estate Loans, All Commercial Banks
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Tariffs on U.S. imports

(amm [us. | 31)

Average tariff rate on U.S. goods imports for consumption

Duties collected / value of total goods imports for consumption
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A sharp drop m real estate investment 1 China

=—={_hina real estate investment as % of GDP =—=Ll% real estate investment as % of GDP

(]

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 215 2016 2017 2018 2019 2020 202

Source: Bloomberg

2023

AFOLLCE

=

i

[

HUDSON VALLEY
INVESTMENT AD

=

VISO

Bancorp, In;



54, S alrmoeasing

=

Remonal Fed manufactuning surveys pomt to rebound m natonwide manufacturmg ISM

=={hM Mangtachereng PM| Lomrpomibe Indes

—Fod Manafactunng Sarvey e er (RHE

G Sardarnaeneg - A" o anirbaeT G

3
11 1
14
13 -
16

a1

yl-14 7

Aug-LE '
rEr-L15 7
Cact-05 9
i - I0E-
L -0 7|
Jul-0¢ 7
Fusi T2
Smpn-0d
1V 8
Jun=1U 7
Aug-11
bed i
Cact-1
Sy
San-15 1
Apr-14

Feicss

Feze

Source: Federal Reserve

AT T -

- 8 m th
E & &

- m
2 4 7=

DELIBERATE INVESTING. INTENTIONAL VALUE.

HUDSON VALLEY
INVESTMENT ADVISO

1
2d
an-Z2§

fpe-23
Iun

L =T

P -2
b R

Dz 200

Oel-19
Sang-20



Corporate capex spending plans

US corporate capex plans
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Dining out has gone out of style
I A ,INC.
(month Over month % change) T SORS NG

HUDSON VALLEY
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Source: Renaissance Macro Research, Haver Analytics
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i , HUDSON VALLEY
WEE]{]}-’ retail sales strong INVESTMENT ADVISORS, INC.
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Exhibit Z2: Household mnet worth has risemn to

levels supported by the rally im markets
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Home equity lines of credit (HELOC) balances have increased

% (y/y) HELOC balances
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AroLLo HUDSON VALLEY
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US household balance sheets are 1n excellent shape

o Household debt to disposable income kLl
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US: Revolving consumer credit owned and securitized share of disposable personal income

10%
9%
8%
T
6%
5%
%6
%
= FRE, BEA, Havr 4

Credit card debt as a share of disposable income very low
Ratio




AFDLLY

Increase in pnpulaﬁﬂn s1ze 15 the pﬁmaﬂ* drrver of gfcrwth m GDP HUDSON VALLEY
" INVESTMENT ADVISORS, INC.

orp, Inc.

_E_E?" of dollars Key drivers of the increase in nominal GDP
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Exhibit 13: Exponential growth in data has been so immense that traditional units of measurement are
insufficient to capture the industry
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HUDSON VALLEY
Goods imports make up 11% of US GDFP, and 43% of US imports come from |NVESIMENTADV'SORSIINC-

Canada, Mexico, and China. This means that 5% of U5 GDP is directly
impacted by higher tariffs on Canada, Mexico, and China. This is meaningful

when annual GDP growth normally is 2%.

Canada, China and Mexico make up 43%% of US imports
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US imports from China, by category

:*55% US imports from China, by category

APOLLD

30%
30%
25%
20% 18%
15%
12%
10% Qo
10% 7o
5%
) I l - -
1%
» b = =
Computer &  Electrical Textile, Chemicals &  Machinery Metal Transport Leather & Food Others
electronic equipment apparels rubber {excluding equipment  allied products
products and electrical)

components

HUDSON VALLEY

INVESTMENT ADVISO

RS. INC.

orp, Inc.




HUDSON VALLEY
INVESTMENT ADVISORS, INC.

Rational for tariffs / Steve Pavolick

Forcing various countries to do things on your terms. Why?

- They are near recession and would have a tough time to get out of a declining economy
- Access to Critical Minerals (Canada who can reduce China’s involvement)

- Reduce immigration

- Reduce illegal drugs

- Limit China dumping of products into North American Markets (20% share of the Mexican car market
in less than 5 years)

- Set tone for MCA agreement that comes up for a vote in July 2026

USD | ¥YTD Investment as of Dec 27, 2024 | Category: Large Blend as of Dec 27, 2024 | Index: Momingstar US Large-Mid TR USD as of Dec 27, 2024
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Deepseek / What did it do? St AT E

- ltis a Chinese based company that was able to train a LLM which ran 45x more efficiently than
prior U.S. models despite a U.S. computer chip ban.

- They developed a model that activates parts of the model that are needed to solve the problem.

- Deepseek was able to do it at a cost of $5.6mm dollars/although on further analysis it did not
account for things including R&D for model architecture, algorithms, data acquisition, GPU’s,
and test runs which would have brought the cost many multiples higher.

- It appears that many parts were copied from Open Al. How do you know? When Deepseek
answers questions they are answered verbatim to Open Al. For example, when asked the

question as to what is the best place to live, they answer various American cities not Chinese.

- US based Al Models are now safeguarding their information more closely so that they cannot
have their intellectual property taken.
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Al |s Being Adopted Faster Than PCs Or the Internet
Adoption rates following first mass-market product.
Z Generative Al  PCs Internet
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have used Al g
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Source: "The Rapid Adoption of Generative Al" by Alexander Bick, Adam
Blandin and Dawvid J. Deming, NBER



Mark Lipacis -- Semi and Semi Cap

Al Expert Checks on DeepSeek
B Concern #1: DeepSeek Lowers Demand
= Legit improvemeants. Ewvolutionary, not revolutionary

 Lower Sftoken = Greater demand for tokens

H Concern #2: DeepSeek Commoditizes Inferencing

= LLMs now "Reasoning” / "Test-Time-Training™ = Inferencing + Training

B Concern #3: DeepSeek Shifts Compute to ASICs from NVDA
= External workloads/cloud services; stay ~100% NVDA
> Internal workloads: T0%-90% NVDA today -> 50%-70% in 5 yrs

m Concern #4: Blackwell push = NVDA air-pocket in 1H25
= GFPU demand high, some buying older GFPUs, some pushing orders

> Investors aware of Blackwall pushout

Evercaone [5]
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Two of the most important people in Trump’s Administration

Kevin Hassett Scott Turner




I IMPORTANT LEGAL DISCLAIMERS

_ _ _ HUDSON VALLEY
There are a few bits of fine print we wanted you to know about... INVESTMENT ADVISORS, INC.

1. Investments in securities are not insured, protected, or guaranteed and may result in loss of income and/or principal.

N

Registration with the SEC should not be construed as an endorsement or an indicator of investment skill, acumen, or experience.

3. All statements other than statements of historical fact are opinions and/or forward-looking statements (including words such as “believe,” “estimate,” “anticipate,” “may,”
“will,” “should,” and “expect”). Although we believe that the beliefs and expectations reflected in such forward-looking statements are reasonable, we can give no assurance
that such beliefs and expectations will prove to be correct. Various factors could cause actual results or performance to differ materially from those discussed in such
forward-looking statements. All expressions of opinion are subject to change. You are cautioned not to place undue reliance on these forward-looking statements. Any dated
information is published as of its date only. Dated and forward-looking statements speak only as of the date on which they are made. We undertake no obligation to update
publicly or revise any stated or forward-looking statements.

4. Investment process, strategies, philosophies, allocations, and parameters are current as of the date indicated and are subject to change without prior notice.

5. Past performance is not indicative of any specific investment or future results. Views regarding the economy, securities markets, or other specialized areas, like all
predictors of future events, cannot be guaranteed to be accurate and may result in economic loss to the investor.

6. This report may not be sold or redistributed in whole or part without the prior written consent of Hudson Valley Investment Advisors, Inc.

7. Industry recognitions or awards should not be construed as an endorsement or a recommendation to retain the Adviser by the ranking entity or any regulatory authority.
8. Recommendations may change over time and depend on market conditions and other variables.

9. Sample portfolios are for illustrative purposes only and a client’s actual portfolio will differ in composition and characteristics.

10. Unless stated otherwise, any mention of specific securities or investments is for illustrative purposes only. Adviser’s clients may or may not hold the securities discussed in
the portfolios. Adviser makes no representations that any of the securities discussed have been or will be profitable.

1. Investment products are not bank deposits, are not obligations of or guaranteed by Orange Bank & Trust, are not insure or guaranteed by the FDIC( (unless otherwise
specified), and may involve investment risk, including the loss of principle.

tel: 845-294-6127 | fax: 845-294-1438 | hviaonline.com
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