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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

Features that Impact
Discount vs. Classic

HLB-Option Classic Less More

Product Details

Detail Feature Discountvs. Discount vs.
Advance Advance , ,
Classic Rate Classic Rate
Funding Type Fixed Fixed Final Shorter Longer
glyp Maturity J
. At Maturity or : Lockout
Principal Due Sooner If Called At Maturity Period Longer Lockout Shorter Lockout
Putable/Callable Member Sells Option No Call Less Often More Often
Frequency
Discount vs. Market
Comparable Yes No - Lower Higher
) Volatility
Classic

Source: FHLBank Boston
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Pricing and Opportunity

Reduce cost of funds by taking advantage of increased market volatility.

Classic and HLB-Option Advance Rates
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Source: FHLBank Boston
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Rate Shock — Average Life Example

Changing rates impact the average expected life of the HLB-Option Advance.
HLB-Option Advance Average Life Example

As rates go down,
average life extends
towards the maturity
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Source: FHLBank Boston
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Challenges and Opportunities

pr e

Depository Challenges Opportunities

= Margin Pressure = Reduce Deposit Rates and

= Tepid Loan Growth Replace run-off with HLB-
Option Advance

= Fund Investment Activity
Growth
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Deposit & Investment Strategies

Ratchet down deposit rates and Take advantage of a steeper yield curve with
replace as needed with the HLB- higher volatility and purchase investments at
Option Advance wider spreads
: 5-year/3-month HLB-
Money Market Rate Date MBS Yields Option Advance Rate
Old Deposit Rate 0.35% 1/20/21 1.11% 0.29%
Proposed New Deposit Rate 0.15% 212412021 1.47% 0.15%
Savings 0.20% Change 0.36% -0.14%
Strategy  1/20/2021 2/24/2021 Change
Replace Runoff as Needed
MBS Funded
5yr/3m HLB-Option Advance 0.17% by HLB-Option  0.82% 1.32% 0.50%
Advance

Source: Fannie Mae, FHLBank Boston
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Performance with Changing Rates

Understand how the advance fares in changing rate environments.

RATES RISE RATES FALL
HLB-OPTION ADVANCE IS CALLED HLB-OPTION ADVANCE EXTENDS

Low-cost liability remains
Maintain deposit pricing
discipline

Advantages Depending on assets being
funded, enhanced spread

can counteract margin
pressure

Enhance margin through
increased asset yield and/or
reduced funding cost

Advantages

Potential for benefits in higher
rates/steeper yield curve which
can complement balance sheets

Low-cost funding needs to be
replaced

Typically, extension risk is a
more unfavorable outcome,
Disadvantage however, this is somewhat
mitigated by current low
absolute rates

Disadvantage
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Summary

Fund investment and
loan growth

Maintain or lower

cost of funds

Take advantage
of low relative
rates and
increased
volatility
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Thank You

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