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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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 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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 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
   Guaranteeing contractual performance
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 Pledge Collateral 

 Decreases on-balance 
 sheet liquidity ratio

 Impacts interest-rate risk 
 profile

 Impacts earnings

 Operational burden

 Utilize Letters of Credit
 Guarantees FHLBank 
 Boston will pay PUD 

 beneficiary upon demand

 Manages liquidity efficiently

 Optimizes earnings through 
 strategic asset purchases

 Efficiently secure deposits made by state governments, municipalities, and other public 
 instrumentalities.
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   Efficient use of 
 liquidity

   Allows pledged 
 securities to become 
 unencumbered so 
 they can contribute to 
 your liquidity rather 
 than detract from it

   Less liquid assets like 
 residential and 
 commercial loans can 
 provide the 
 collateralization for 
 Letters of Credit

 Source: FHLBank Boston
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 Public Unit Deposits –  Earnings Impact

   If securities are 
 purchased to meet 
 pledging needs, 
 LOCs may allow 
 members to 
 reallocate into assets 
 that better meet 
 earnings and 
 asset/liability needs
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 Source: FHLBank Boston
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 Additional Resources Online:

 Using Letters of Credit

 Types of Letters of Credit

 Pricing Schedule for Letters of Credit

 Forms + Applications

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#/
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 John Kornacki, CFA
 Financial Strategist

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