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Disclaimer
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All information, content, and materials in this presentation are for general informational purposes only.  

FHLBank Boston makes no representations or warranties (express or implied) about the accuracy, 

completeness, or suitability of any information in this presentation. The information should not be 

construed as an opinion, recommendation, or solicitation regarding the use of any financial strategy 

and/or the purchase or sale of any financial instrument. Data identified herein with a third-party source 

are provided without any independent verification by the Bank, and the Bank expressly disclaims any 

responsibility for providing any additional information that might be necessary to make such data not 

materially misleading. Accordingly, you are cautioned against placing any undue reliance on such 

data. The information provided in this presentation does not, and is not intended to, constitute legal, 

accounting, investment, or financial advice or the rendering of legal, accounting, consulting, or other 

professional services. All customers are advised to conduct their own independent due diligence 

before making any financial decisions. You should consult with your accountants, counsel, financial 

representatives, consultants, or other advisors regarding the extent this information may be useful to 

you and with respect to any legal, tax, business or financial matters. Information in this presentation 

may not constitute the most up-to-date legal or other information, and the information may become 

stale. FHLBank Boston does not undertake an obligation to update any of the information in this 

presentation. The information presented here and the services or products provided by the Bank may 

change at any time without notice.
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Member Considerations
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High cash levels combined with dampened loan production

Intermediate and long-term rates on the rise

Reliance on mortgage sale income

Margin pressure continues to be a top concern for members
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Consideration: Rising Intermediate Rates
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▪ Intermediate and long-term rates trend higher on prospects of improved economy 
and changing political control

▪ Where is your exposure on the yield curve?

▪ Rising or falling rates – short or long rates
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Consideration: Reliance on Secondary Market Sales
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▪ Secondary market sales bolstering bottom line profits even with tightening margins -

How long will this last and what happens if rates rise quickly?

▪ Highly rate sensitive business line - exposure to rising rates

▪ Scenarios analysis – rates rise 25 basis points and pipeline shrinks by 20%

▪ Impact to margins?

▪ Balance sheet exposure?
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FHLBank Bank Members Secondary Market Sales & Net Interest Margin

Median - Gain on Loan Sales / Avg. Assets 75th Percentile - Gain on Loan Sales / Avg. Assets Median - Net Interest Margin
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Strategy: Restructure Advances
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Example Advances

Restructure of Four Example Advances

Old Rate New Rate Savings Average Life Extension

Advance Restructure Detail

Balance Original Rate
Original 

Maturity
New Rate

New 

Maturity
Savings

Average Life 

Extension

$10,000,000 3.07% 12/20/2021 1.50% 1/7/2026 1.57% 4.05

$10,000,000 2.81% 1/7/2022 1.48% 1/7/2026 1.33% 4.00

$10,000,000 2.89% 1/31/2022 1.53% 1/7/2026 1.36% 3.94

$10,000,000 2.76% 2/13/2023 2.04% 1/7/2026 0.72% 2.90

$40,000,000 2.88% 4/19/2022 1.64% 1/7/2026 1.25% 3.72

Advance average 

life extension of 

3.72 years results 

in 125 basis points 

of annual savings
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Strategy: Combined with Investment
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Asset Rate Avg. Life Liability Rate Avg. Life Margin Gap

Cash 0.10% 0.0 Old Advance 2.88% 1.3 -2.78% -1.3

Restructure Advance and Invest Excess Cash

Investment 1.00% 4.0 Restructured Advance 1.64% 5.0 -0.63% -1.0

Change 0.90% 4.0 -1.25% 3.7 2.15% 0.3

Total Assets ($000) $2,000,000,000 Improvement to Net Interest Margin 0.04%

Strategy Amount $40,000,000 Improvement to Net Interest Income $861,000

▪ Restructuring advance out to 5 years combined with investment 

at 4 years, results in noteworthy margin and gap impact

▪ Margin improves 215 basis points (125 basis points in advance 

costs + 90 basis points in asset yield)

▪ Minimal change (0.3 years) to interest rate profile
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Recap: Restructure + Invest
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Restructure 
Advances

Invest

Results

✓Reduce cost of funds

✓Mitigate exposure to rising 
intermediate rates

✓No additional funding added to 
balance sheet

✓Increased asset yield and duration

✓Improved margin with minimal 
interest rate risk impact
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Thank You
John.Kornacki@fhlbboston.com

617-425-9452

mailto:John.Kornacki@fhlbboston.com
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