Maximizing Your FHLBank
Membership

@ FHLBank Boston

eeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee

Empyrean Solutions User Conference
June 19, 2024

Classification: Public



4 FHLBank Boston

Cautionary Statements Regarding Forward-
Looking Statements & Disclaimer

Disclaimer: The data, material, and information provided in this presentation (“Content”) does not, and is not intended to, constitute legal, accounting,
consulting, or other professional advice. The Content is for general informational purposes only, may not constitute the most up-to-date legal,
accounting, or other information, and may become stale. Some Content is unaudited. The Content does not necessarily represent the views of the
Bank or its management, and should not be construed as indicating the Bank'’s business prospects or expected results. Content identified herein with a
third-party source is provided without any independent verification by the Bank, the Bank does not guarantee the accuracy, adequacy, completeness,
timeliness or availability of any Content, and the Bank expressly disclaims any responsibility for providing any additional information that might be
necessary to make the Content not misleading. Accordingly, you are cautioned against placing any undue reliance on the Content. You should consult
with your accountants, counsel, financial representatives, consultants, or other advisors regarding the extent the Content may be useful to you and
with respect to any legal, tax, business or financial matters. In no event shall the Bank be liable for any damages, costs, expenses, legal fees, or
losses (including lost income or lost profit and opportunity costs) in connection with any use of the Content. Reproduction of any Content, in any form,
is prohibited except with the Bank's prior written consent.

Forward-looking statements: This presentation, including any preliminary and unaudited financial highlights herein, uses forward-looking statements
within the meaning of the "safe harbor" provisions of the Private Securities Litigation Reform Act of 1995 and is based on our expectations as of the
date hereof. All statements other than statements of historical fact are “forward-looking statements,” including any statements of the plans, strategies,
and objectives for future operations; any statement of belief; and any statements of assumptions underlying any of the foregoing. The words
‘possible”, “to be”, “will”, “would,” and similar statements and their negative forms may be used in this presentation to identify some, but not all, of such
forward-looking statements. The Bank cautions that, by their nature, forward-looking statements involve risks and uncertainties, including, but not
limited to, the uncertainty relating to the timing and extent of FOMC market actions and communications and changes in interest rates and indices,
such as SOFR, that could affect the value or performance of financial instruments, including Bank products. In addition, the Bank reserves the right to
change its plans for any programs for any reason, including but not limited to legislative or regulatory changes, changes in membership, or changes at
the discretion of the board of directors. Accordingly, the Bank cautions that actual results could differ materially from those expressed or implied in
these forward-looking statements or could impact the extent to which a particular objective, projection, estimate, or prediction is realized, and you are
cautioned not to place undue reliance on such statements. The Bank does not undertake to update any forward-looking statement herein or that may
be made from time to time on behalf of the Bank.
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4 FHLBank Boston

FHLBanks

There are 11 FHLBanks covering all 50 states and territories, serving bank, credit union, insurance company and CDF|
members.

Us TEERITOHRIES

Guarm fumrto Bico
Amearican Samoa Virgin |slands
Northern Mariana |slands
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Office of Finance

The Office of Finance centralizes and handles all debt issuance needs for the FHLBank System.

Advances
($763 Billion)
Investors FHLBanks Members
'] '] %
$1,254 Billion Assets 6,502
N D —
1 Collateral
Issuance proceeds
Debt Securities
\p v
Dealers| = | Office of Finance Customers
_—
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Member Types

Commercial banks are the largest segment of members, by count and by outstanding borrowings.

Advances by Members

Number of Members
450,000
CDFI's, 73 $403,720
400,000
350,000
Credit
Unions, 300,000
1,631
@ 250,000
S
= 200,000
Savings Commercial $147,350
Institutions, Banks, 150,000

3,665 $107,550
100,000 $78,741
50,000
$323
0

Commercial Insurance  Savings Credit CDFl's
Banks Companies Institutions  Unions

Source: Office of Finance Consolidated Financials
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Flexible Balance Sheet

The System’s business model is designed to expand and contract as member needs warrant.

Systemwide Advances Balances
950
895 2 Rate Hiking Cycle
' 236% increase over 1 year
850 827
750 809.6
650
[72]
S
D Great Financial Crisis
40% increase over 2 years
450
350 349.4
250
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Office of Finance Consolidated Financials
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Meeting Members Liquidity Needs

The FHLBank System was quick to respond to the March 2023 bank liquidity turmoil

“FHLB borrowing has come back to earth more recently. FHLB net debt issuance on Monday rose $575 million .... a slowdown
from roughly $156 billion on March 13 and $7.3 billion on March 24.”
- “Banks Turn to Federal Home Loan Bank Funding as System Faces Review,” The Wall Street Journal, March 31

“The Federal Home Loan Bank System issued $304 billion in debt last week ... That's almost double the $165 billion that
liquidity-hungry lenders tapped from the Federal Reserve.”
- “FHLB Issues $304 Billion in One Week as Banks Bolster Liquidity,” Bloomberg, March 20

“... the Federal Home Loan Bank system had its biggest day of issuance ever on Monday, issuing $112 billion worth of debt to
fund requests from banks looking to solidify their balance sheets.”
- “Discount Window, Federal Home Loan Bank Borrowing Spikes After SVB Failed,” The Wall Street Journal, March 16

‘Demand for liquidity from the Federal Home Loan Bank System skyrocketed ... prompting the system's Office of Finance to
raise a record $88.7 billion through the sale of short-term, floating rate notes — the system's largest debt issuance in a single day,
reflecting the need for liquidity by community and regional bank members.”

- “Banks tap Federal Home Loan Bank System for $90 Billion in Liquidity,” American Banker, March 13
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4 FHLBank Boston

Borrowings by Sector Type

Scale, direction and timing of borrowing trends vary by the type of member institution.

Savings Banks Insurance Companies
$150,000 $200,000
150,000
$100,000 $1%0, N‘M
$100,000
50,000
$ $50,000
$- $-
2019 2019 2020 2020 2021 2021 2022 2022 2023 2023 2024 2019 2019 2020 2020 2021 2021 2022 2022 2023 2023 2024
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Commercial Banks Credit Unions
$700,000 $120,000
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$400,000 $60,000
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$200,000 $20,000
$100,000 $0
$- 922998899889988998g¢9¢
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Business Solutions

The System has a dual mission to provide liquidity to members and to support affordable housing across the country.

Credit - Advances Mortgage Partgership Correspondent CI-I:rlI:II?!:?J?IIf;(

and Letters of Credit Finance Services Investment
« Extensive product « A secondary market « Safekeeping « Affordable Housing

suite — Fixed rate, outlet for conventional » Deposits Program

amortizing advances, one-to-four family « Funds transfers « Community

structured advances residential loans - (Bagd] e Development Advance
» Employ various Custod Program

/ » Custodial mortgage
strategies and tools to Accounts

support member
understanding and
use of advances

* Letters of Credit used
primarily to
collateralize public unit
deposits

“Mortgage Partnership Finance” and “MPF” are registered trademarks of the Federal Home Loan Bank of Chicago.
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Distribution by Term and Rate Type

Advances by Term Advances by Rate Type
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Source: Office of Finance Consolidated Financials
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Stable Funding

As one of the largest and most consistent issuers of debt in the capital markets, FHLBank trades at narrow spreads to
Treasurys.

FHLBank Boston 1-yr Classic Advance vs. 1-yr Treasury

‘\;’T"'

0
1/3/03 1/3/04 1/3/05 1/3/06 1/3/07 1/3/08 1/3/09 1/3/10 1/3/11 1/3112 1/3113 1/3/14 1/3(15 1/3/16 1/3/17 1/3/18 1/3/19 1/3/20 1/3/21 1/3/22 1/3/23 1/3/24

e {yr Treasury — === 1yr Advance

Source: FHLBank Boston, Federal Reserve Bank of St. Louis
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FHFA 100-Year Review

FHFA sought feedback in six key areas:
1. The FHLBanks’ general mission and purpose in a changing marketplace;
2. FHLBank organization, operational efficiency, and effectiveness;

3. FHLBanks’ role in promoting affordable, sustainable, equitable, and resilient housing and
community investment;

4. Addressing the unique needs of rural and financially vulnerable communities;
5. Member products, services, and collateral requirements; and
6. Membership eligibility and requirements.

Three-day Kick-Off Nineteen Regional Two comment
Listening Sessions Roundtables Periods
Fall 2022 Winter 2022 Fall 2022
Winter 2022/23

— T ==

FHFA final recommendation report released Nov 7, 2023

Classification: Public
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Next Steps:

The report and feedback was the beginning of the process that will evaluate
any proposed enhancements.

FHFA focus:
Mission of the || Stable and Reliable Housing and FHLBank System
FHLBank Source of Liquidity Community Operational
System (Preserve the benefits of Development Efficiency, Structure

FHLBank debt issuance and Governance
for all members)

Changes will likely go through:
1.) Congressional action
2.) Rule making process
3.) FHFA Examination enforcement

Classification: Public 17
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Pledged Collateral

A variety of different loan and security types are eligible to be pledged and create borrowing capacity.

PLEDGED COLLATERAL BY TYPE (IN BILLIONS)

NON AGENCY MBS & OTHER SECURITIES

US OBLIGATIONS & AGENCIES

HOME EQUITY & OTHER LOANS

MULTIFAMILY MORTGAGES

COMMERCIAL REAL ESTATE MORTGAGES

SINGLE-FAMILY MORTGAGES

$200  $400 $600  $800 $1,000 $1,200 $1,400 $1,600 $1,800

Source: Office of Finance Consolidated Financials

Classification: Public



4 FHLBank Boston

Capital Stock Requirements

Members purchase stock as part of membership and buy more as more activity is done. The stock pays a dividend, which
helps lower the all-in cost of borrowing.

Membership Stock Activity Stock

Activity-based capital stock requirement is based on a
percentage of member outstanding advances and letters of
credit.

The membership stock requirement is set as a percent of the
member assets as of December 31 of each year.

0,
0.05% of assets 3% on overnight advances

$10,000 minimum/$5 million maximum 4% on advances 2 days or longer

Annual recalculation of membership stock is performed D N e —

Classification: Public 20
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Overview

 Using FHLBank Solutions to Meet Balance Sheet Needs
 Supporting Liquidity Metrics
 Reigning in Rate Risk Exposures
« Benefitting from High Volatility
 Fading Rate Cut Expectations
* Pre-Replacing Term Funding
« Efficient Deposit Pricing
 Leverage Strategies

Classification: Public 22
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Balancing Risk and Return

In search of adequate return, what risks a) have value, b) you have capacity to take and c) are inclined to take?

Credit Interest- True position tough to
Depositories “edge” Risk Rate Risk gauge given shifts

Currently challenging, [ER{Ilo/I\Y Optionality Uncertainty ->
but can change {5 Risk Volatility ->

quickly Opportunity
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Solutions for Different ALM Challenges

There is tremendous flexibility to use wholesale funding to identify, target and complement the natural exposures in the
loan and deposit portfolios.

- Short
Floating Rate

Fixed Rate Maturities Long

Maturities

Immediate Purchased —

Settlement Delayed Options -
Disbursement i Sold Options
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Meeting Balance Sheet Needs

There are no shortage of challenges facing depositories in the current environment.

Growing
Through
Margin
Pressure

Efficient
Deposit
Pricing

Classification: Public

Supporting
Liquidity
Metrics

Funding

Strategies

Replacing Hedging
Term Higher for
Funding Longer

Mitigating
Rate Risk

Taking
Advantage
of High
Volatility

25
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#1: Term Floaters to Aid Liquidity Metrics

Long(er)-term funding with a short-term rate exposure can be a fit for an asset-sensitive institution tight on liquidity.

Wholesale Funding Maturity Profiles & Liquidity Metrics

>

>12 months: NSFR & LCR Supportive

e

1-12 months: LCR Supportive

« < 1-month: Not LCR or NSFR Supportive

Classification: Public

Floating-Rate Advance
Solutions

SOFR-Indexed Advance
-Resets daily at SOFR plus fixed
spread (ex. 6-month @ SOFR+18)

Callable SOFR Floater Advance
-Member owned option to call the
advance with no prepayment fee
-ex. 6-month non-call 3-month SOFR @
+19

Discount Note Auction-Floater
Advance
-Resets every 4 or 13 weeks at index
plus fixed spread (ex. 1.5yr/4wk at +29)
-Index is FHLBank discount notes;
issued every Tue/Thu at auction
-Member owned option to call the
advance with no prepayment fee at
every reset date

Source: FHLBank Boston
26
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#2: Long-Term Callables to Address NEV/EVE Issues

Dampen exposure to EVE/NEV, with less principal required compared to borrowing in the belly of the curve, while still
retaining flexibility.

To match the duration What would be the
10yr/1yr 1x Member- benefits, how much in interest expense for
Option Advance Classic Advances would using Classics to get the
be required? same duration benefits?
* $10 million par amount o 1yr: $77 million * 1yr: $4.27 million
* 6.26% rate « 2yr: $39 million * 2yr: $2.03 million
* 7.58 Duration * 3yr: $27 million * 3yr: $1.32 million
« $7,577 Dollar Value of One * 5yr: $17 million « Syr: $774k
Basis Point (DV01)
* $634,694 Annual Interest
Expense

Same duration benefits, less borrowing required, and a lower total cost

Source: FHLBank Boston
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#3: Putables to Benefit in a Soft Landing

High uncertainty (volatility) presents opportunities to access funding below Treasurys by taking the optionality risk.

5.40%

5.20%

5.00%

4.80%

4.60%

4.40%

4.20%

4.00%

Scenario Analysis: Rates go DOWN & the putable
advance extends to maturity

1-year Classic Advance, 5.23%

= m m m m o= e

3yr[yr Putable Advance, 4.55%

Replacement Funding at Breakeven Rate, 4.21%

3 6 9 12 15 18 21 24 27 30 33 36

Scenario Analysis: Rates go UP & the putable
advance contracts to the lockout date

5.40%

5.20%

5.00% Replacement Funding at Breakeven Rate, 4.93%

3-year Classic Advance, 4.80%

4.80% Teed v
o0°®
[ ] ® ¢ ‘

4.60% ot

= = o= o= o= o=

3yr[yr Putable Advance 4.55%
4.40%
4.20%
4.00%

3 6 9 12 15 18 21 24 27 30 33 36
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#4: Long-Term Fixed to Lean into Higher for Longer

“We used to be asset-sensitive but now we’re neutral to liability sensitive” has been a common refrain, as assets extended,
and the liability mix shifted and shortened.

December 2024 Fed Funds Rate Probabilities Go Long or Stay Short? 1/12/24

100%

3-month Classic:
5.52%

75%

Implied 3-month
Classic, 3-months
Forward: 5.10% 1-year

Classic

50%

Advance,

Implied 3-month 4.76%
Classic, 6-months
Forward: 4.41%

25%

Implied 3-month
S 8 X Classic, 9-months
m Upper bound at 400 or lower = 400-450 m450-500 m Lower bound at 500 or higher Forward: 4.01%

Source: FHLBank Boston
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#5: Forwards to Replace Maturing Term Funding

Forward-starting advances price off today’s yield curve conditions but disburse at a date in the future, when funding may
be needed- such as with maturities from the growing CD book.

Classic & Forward-Starting Advances
5.75

55 6-month Classic, 5.43

5.25

18-month Classic, 4.98

4.75 24-month Classic, 4.82

45 2 e eeececceeccecee-

4.25

6-month delay/18-month Forward-Starting, 4.52

0 3 6 9 12 15 18 21 24

Source: FHLBank Boston
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#6: Marginal Cost of Funds for Efficient Deposit Pricing

The “just-in-time” access to funding and liquidity provided by advances can be the starting point for economically favorable
deposit pricing- especially as growth and retention are challenging, and cannibalization is a real issue.

Marginal Cost of Funds Breakeven Rates (Assuming New Deposits at 5%)
12%

50%, 10.00%
10%

8%
—

o 10%, 5.56%

e 50%, 6.00%

10%’ 5.11% 25%, 5.33%

Marginal Cost of Funds

4%

2%

0%

e Existing Deposits at 0%  =====EXxisting Deposits at 1%  =====Existing Deposits at 2% === Exisiting Deposits at 3% === Existing Deposits at 4%

Source: FHLBank Boston
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#7: Investment Leverage for a Sharp Pivot

Adding wholesale leverage, such as ~5 year investments vs. ~1-2 year funding, can help the balance sheet navigate the
current challenging environment, as well as be favorably positioned if the economy (and the yield curve) roll over.

Classification: Public

Tough to remember now, but
what did we wish we had more
of in the trough of the last Learn from

+ Duration, convexity, unrealized
gains, RBC-friendly assets

Many exhibit a profile of seeing
Complement margin pressure near-term, but
the “swoosh” it recovers in medium/long-term

NI simulation « Support current earnings now
profile and leverage long-term asset

sensitivity and funding

advantage

the past

Wider MBS spreads, narrow
advance spreads, less inverted
yield curve

+ Align funding to roll off in a
potentially better environment
for deposit gathering (and asset
paydowns)

Favorable
rates &
spreads

32



Questions?

® FHLBank Boston

TTTTT gic partnerships. Reliable funding.
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Strategic + Reliable

www.fhibboston.com

= Products & Programs
= Rates
= Strategies & Insights: Articles, Webinars, Videos and Case Studies

Classification: Public 34



Thank You

< 4

Andrew Paolillo Matt Stewart
Andrew.Paolillo@fhlbboston.com Matt.Stewart@fhlbboston.com
617-292-9644 617-425-9528

2 FHLBank Boston

Strategic partnerships. Reliable funding.
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