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Cautionary Statements Regarding Forward-
Looking Statements & Disclaimer

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
‘expects”, “to be”, “continue”, “unlikely”, 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 (including effects on, among other things,
demands for deposits); economic conditions; and changes in interest rates and indices that could affect the value or performance of financial
instruments. 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.

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.
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Overview

= Deposit Dynamics Trend Analysis
= Balance Sheet Impacts
= Funding Strategies
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Deposit Cost Lag Effect

Member bank and credit union deposit costs tend to rise and fall more slowly than the Federal Funds rate.

Deposit Cost of Funds (CoF) Lag
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CD Balances Are Growing and Shortening

There has been a trend of funds flowing from demand deposit accounts (DDA) to CDs while average CD

tenor has also shortened.

Bank Deposit Mix
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Deposit Cannibalization and Marginal Cost

The true cost of a CD special can often be higher than the sticker price due to deposit cannibalization.

Marginal Cost of Funds Example
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3-Month CD Special 3-Month Classic Advance  CD Special Marginal Cost of
Funds
Source of Funds Amount Current Rate Rate Increase Marginal Cost
Cannibalized Deposits $2,500,000 2.00% 2.00% $50,000
New Deposits $5,000,000 - 4.00% $200,000
Total $7,500,000 G5.00%

= At a cannibalization rate of 33%, the marginal cost of adding $5,000,000 in new deposits via a 4% three-month CD
special is 5%.

Classification: Internal Source: FHLBank Boston
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Cannibalization Rate: Breakeven Analysis

Even just small amounts of deposit cannibalization can have a much larger hidden cost.

Cost of a 4% for 3-Month CD Special at Various Cannibalization Rates
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= Assuming a 2% existing deposit cost, the cost of a three-month CD special at 4% and a three-month Classic
Advance at 4.53% is equal to 20% deposit cannibalization.

Classification: Internal Source: FHLBank Boston
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FHLBank Boston Dividend and All-In Cost

The dividend paid on FHLBank Boston member stock reduces the all-in cost of advances.

All-In Cost Comparison
5.60%

5.55% 5.53%
5.50% Assumed Advance Rate 5.53%

5.45% Advance Amount $5,000,000
5.40% .

Required Stock Purchase $200,000
5.35%

Estimated Dividend Rate 8.41%
5.30% 5.27%

Dividend Paid $4,147.40
5.25%

Effective All-in Rate 5.27%

5.20%

5.15%
3-Month Classic Advance Sticker Price 3-Month Classic Advance All-In Cost

= Non-overnight advances require a purchase of FHLBank Boston stock equivalent to 4% of the advance.

= The dividend reduces the all-in cost of a three-month Classic Advance to 5.27%, a 25.9-basis-point discount from the
posted rate of 5.53%.

= Example uses advance rate from 7/1/2024 and the dividend rate paid of 8.41% from the third quarter of 2024 (note that
the dividend rate and methodology is subject to change and is at the discretion of the Board).

Classification: Internal Source: FHLBank Boston



4 FHLBank Boston

Flexible Funding Strategies

Fill in funding gaps with flexible funding solutions, which can be tailored and turned on and off as funding needs
wax and wane.

Advance Funding Strategies

Classic Advance | ©Crhindexed Member-Option Advance SR 2 AR D
Advance Floater Advance
Term Liquidity Protection Yes Yes Yes Yes
Term Rate Protection Yes No Yes No
Benefit From Rate Cuts No Yes No Yes
Flexibility to Prepay No No Yes Yes

Causes Deposit

Cannibalization No No No No

Classification: Internal Source: FHLBank Boston
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Member-Option Advance versus CD Special

If having flexible liquidity and rate protection are a priority, consider the Member-Option Advance

Scenario: Performance Over The Next Year

Cost Comparison
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= Scenario: add new funding using a three-year Member-Option Advance with a one-year lockout at 5% compared to
4.5% for one-year CD special, assuming 2% existing deposit cost.

Classification: Internal Source: FHLBank Boston
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Scenario Takeaways

Comparing the features of the 3/1 Member Option Advance and a one-Year CD Special

Option to put
back funding
after one year

21.6 bp.
dividend Three years of
discount brings liquidity and
all-in cost to rate protection
4.78%

Member
Option
Advance

Breakeven cost
at 33%
cannibalization

No deposit
cannibalization

Classification: Internal Source: Federal Reserve Bank of New York, FHLBank Boston
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SOFR-Indexed Advance versus Money Market Special

The SOFR-Indexed Advance offers the value of term liquidity while benefitting from rate cuts as they happen.

Scenario: Performance Over The Next Year
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Scenario: add new funding via 12-Month SOFR-Indexed Advance with a day one rate of 4.57% (SOFR + 24 basis
points) compared to a SOFR - 50-basis-point money market special, assuming 2% existing deposit cost.

Classification: Internal
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Scenario Takeaways

Comparing the features of the SOFR-Indexed Advance compared to a Money Market Special.

Funding gets
cheaper as Fed
cuts rates

22.4 bp.
dividend
discount brings
all-in cost to

4.16% SOFR-

1 Year of
liquidity

Indexed
Advance

Breakeven cost
at31%
cannibalization

No deposit
cannibalization

Classification: Internal Source: Federal Reserve Bank of New York, FHLBank Boston
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Thank You

Tyler Buckeridge
Email : Tyler.Buckeridge@fhlbboston.com
Phone: 617-292-9766
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