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Disclaimer

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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Overview

A letter of credit (LOC) from FHLBank Boston offers an alternative to pledging securities
as collateral, improving liquidity and earnings metrics while allowing the member to
continue to attract and hold municipal deposits.

Types of Letters of Credit
= Fixed Balance

Master Variable Balance
Refundable Balance
Variable Balance
Standby
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Product Usage

Our LOCs support your liquidity, asset/liability management, and housing, community, and
economic development activities.

Ensures Wide Acceptance for Multiple Purposes
= Securing public unit deposits
= Credit support for certain tax-exempt bonds and taxable bonds

= Collateral for obligations arising pursuant to an interest-rate swap,
interest-rate exchange, or other comparable agreement

= Credit support for other financial obligations
= (uaranteeing contractual performance

\
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Public Unit Deposits

Efficiently secure deposits made by state governments, municipalities, and other public
instrumentalities.

Utilize Letters of Credit

4 ™ 4 1

Pledge Collateral

Guarantees FHLBank
Boston will pay PUD
beneficiary upon demand

Decreases on-balance
sheet liquidity ratio

4 ™ 4 1

Impacts interest-rate risk
profile

\ v \ v

Manages liquidity efficiently

4 ™ 4 1

Optimizes earnings through
strategic asset purchases

\ v \ v

Impacts earnings

Operational burden
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Public Unit Dep03|ts Liquidity Impact
| LOC Amount ($000)

Improve Liquidity

= Efficient use of

liquidity
Liquidity Ratio 11.61% 13.46% A 185%
Pledged Securities/ Total Securities 51.64% 42 36% A 928% = Allows pIedged
Transacton PUDS (5000 7519 securities to become
Nontransaction PUDs ($000) $18,588
Total PUD ($000) $26.107 unencumbereq SO
Uninstred (000) $0 they can contribute to
Total Securiies Pledged (5000) $111,222 $91,222 your ||qu|d|ty rather
Total Securities ($000) $215,372 h d f .
Total LOCs at FHLBank Boston ($00 50 $20,000 t an etraCt rom It
Total Credit Available ($000) $249.236 . P :
Total Collateral Available ($000) $244 171 LeSS quUId assets |Ike
residential and
Current Advance Balance $3.841 $23.841 .
Remaining Borrawing Capacity $240,331 $220,331 com merC|a| |OanS can
14.00% 60.00% provide the
13.00% Zgggj collateralization for
12.00% Updated 30.00% Current Letters of Credit
11.00% Current 13.46% 20.00% ststlitli;n ligd;é;d
10.00% Foson 10.00% -
9.00% 0.00%
Liquidity Ratio Pledged Securities/ Total Securities
Source: FHLBank Boston

S
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Public Unit Deposits — Earnings Impact

Improve Earnings
" Replaced Pledged Securities with
Current Position £\ Bank Boston Letters of Credit (LOC) - If securities are
$0

Total LOCs at FHLBank Boston ($000) $20,000 $20,000
Securities Collateralizing PUD (5000} $111,222 $91,222 -520,000 prChaSGd to meet
Total Securities (S000) §215,372 $195,372 $20,000 p|edg|ng needs
Investin Loans (3000) $0 $20,000 $20,000 !
LOCs may allow
Impact to Net Interest Income mem bers to
Annualized Income on Securities reallocate |nt0 assets
Collateralizing PUD (1.70%) (S000) 31.892 $1.952 5340 th at b etter meet
Annualized Income on Investment 50 $744 $744 .
in Loans (3.72%) ($000) earnmgs and
Lefter of Credit Annual Cost (5000) 50 523 523 asset/ ||ab|||ty needs
Net Interest Income Impact £ 5381

3.10% 0.80%

3.08% 0.70%

3.06:A> 0.60%

28‘2‘ o; 0.50%

. 0

3.00% 0.40% Current WMl Updated

9 98% 0.30% hesiion 0.67%

2.96"/ Current 0.20% 0.64%

I 70 Position .
2.94% 2.99% 0.10%
2.92% 0.00%
Net Interest Margin Return on Average Assets

Source: FHLBank Boston™W ~
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Additional Resources Online:

Using Letters of Credit

Types of Letters of Credit

Pricing Schedule for Letters of Credit

Forms + Applications

Classification: Public


https://www.fhlbboston.com/fhlbank-boston/loc-overview#/
https://www.fhlbboston.com/fhlbank-boston/loc-product
https://web-prd.fhlbboston.com/api/contentservices/api/contentstream/fhlbank-boston/Pricing%20Schedule%20for%20Letters%20of%20Credit.pdf
https://www.fhlbboston.com/fhlbank-boston/member-resources/forms-applications#/

& FHLBank Boston

Thank You

John Kornacki, CFA
Financial Strategist

John.Kornacki@fhlbboston.com
617-425-9452
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