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Cautionary Statements Regarding Forward-
Looking Statements & Disclaimer

2

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”, “if”, “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
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• Markets & Economy Update

• Peer Analysis & Call Report Trends

• Balance Sheet Strategies
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Poll Question
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Where will the Fed Funds range be at the end 

of December 2025?

A: Hard Landing: Upper limit at 2.00% or lower 

B: Medium Landing: Upper limit at 2.25-3.00% 

C: Soft Landing: Upper limit at 3.25-4.00% 

D: Higher for Longer: Upper limit at 4.25% or higher (1 more cut)
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Prices for berries have been boring, potato prices have plummeted, and ice cream has been immovable. But lobsters have 
leapt by 82.6% over the last 10 years, resulting in 6.21% annualized crustacean inflation. 

Inflation Close to Home
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Source: Federal Reserve Bank of St. Louis, USDA, FHLBank Boston
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Markets & Economy Update
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Markets & Economy Update
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• The Fed

• The Yield Curve

• Labor Markets

• Inflationary Pressures



Classification: Public

While the Fed’s Dot Plot projections can serve as guidance in the moment, the realized paths vary widely over time. 

Dot Plot Path Projections
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Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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Over the past quarter, the short end of the curve has significantly declined due to Fed rate cuts.

Treasury Yield Curve
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Due to both strength in front-end yields and weakness in longer tenors, yield curve shape has moved from inversion to flat.

Treasury Yield Curve Steepness Changes
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Spreads have narrowed (but remain relatively wide) as Treasury yields have drifted higher.

Mortgage Rates & Spreads
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Source: Federal Reserve Bank of St. Louis, Optimal Blue, FHLBank Boston

2024

2025

150

175

200

225

250

275

300

325

0.0 0.5 1.0 1.5 2.0 2.5 3.0 3.5 4.0 4.5 5.0 5.5

M
tg

 S
pr

ea
d 

vs
. 7

yr
. T

sy

7-year Treasury Rate

30-Year Mortgage Spread to 7-Year Treasury Rate

2018 2019 2020 2021 2022 2023 2024 2025



Classification: Public

State-by-state unemployment in New England is generally faring better than the national average.

Regional & National Unemployment Rate
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Hiring and quit rates continue to drift lower, but there has been no meaningful rise in the layoff rate - yet?

Labor Market Health Check
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Source: Federal Reserve Bank of St. Louis, U.S. Bureau of Labor Statistics, FHLBank Boston
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Is the key point that indicators are moving lower or that they remain above the target range?

Persistently High Inflation

Source: Federal Reserve Bank of Atlanta, FHLBank Boston
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Peer Analysis & Call Report 
Trends



Classification: Public

Peer Analysis & Call Report Trends
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• Margin

• Deposit Composition

• Credit Trends

• Investments

• Growth
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Directionally the trend is positive, as the challenges posed from the rate shock continue to abate. 

Net Interest Margin is on the Upswing

18

Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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For banks, cost of funds relief is the key driver, and for credit unions, it’s higher loan yields.

Asset Repricing or Funding Cost Relief?
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Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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Surprisingly, reliance on term deposits has not had a big influence on the change in deposit costs, as short-term rates have 
moved lower.

Is Deposit Composition Impacting Funding Costs?

20

Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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The percentage of members with low-yielding investment portfolios continues to decline as rates become more favorable.

Investment Yields Continue to Drift Higher
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Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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Continuing the pattern from 2024, approximately 2/3 of members brought in more deposits than loans that were added.

Growth Trends: Loans vs. Deposits

22

Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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Credit Unions’ loan portfolios continue to remix lessening the concentration in auto loans.

Loan Product Mix

23

Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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Bank loan activity continues to be robust, while credit union loan growth shows more signs of slowing.

Loan Growth Hanging On

24

Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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The cost to retain and gather is a different issue, but some rotation out of term deposits is slowly occurring.

Deposit Mix Trending Positively

25

Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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Residential loans and C&I loans saw NPLs jump from last quarter, as overall asset quality continues to deteriorate.

Banks: Credit Trends

26

Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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A steady uptick in residential and auto loan delinquencies has driven asset quality deterioration for member credit unions.

Credit Unions: Credit Trends
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Source: S&P Global, FHLBank BostonCopyright © 2025, S&P Global Market Intelligence (and its affiliates, as applicable)
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The past year saw several key events that influenced the performance of bank stocks. 

Member Stock Price Performance
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Balance Sheet Strategies
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Balance Sheet Strategies

30

• Short-Term Cash Management

• Stay Short But Support Liquidity Metrics

• Rate Mitigation with Flexibility

• Efficient Deposit Pricing

• Investment Leverage Opportunities



Classification: Public

What opportunities and challenges are front and center? 

Three Key Questions

31

Lending
The return of yield curve 
slope helps, but how will the 
credit environment play out?

Investments

Yields are at historically 
high levels. Is there 

flexibility and motivation to 
take advantage?

Deposits

Lower nominal rates help, 
but is there a change in 
spread to wholesale that 
can drive margins in a risk-
friendly manner?
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Market conditions continue to evolve; so too should the strategies and tactics under consideration.

 

Wholesale Funding Strategies

32

Short-Term 
Cash 

Management

Stay Short while 
Supporting 

Liquidity Metrics

Rate Mitigation 
with Flexibility

Efficient Deposit 
Pricing

Strengthening 
the Future 

Balance Sheet
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In this environment where every basis point matters, there’s opportunity to cut interest expense with minimal changes in 
the approach to wholesale funding.

Short-Term Cash Management

33

Strategy #1: Roll Daily Cash 

Manager Advance for a week

Strategy #2: 1-week Classic 

Advance

Posted Rate 4.56% 4.54%

Required Stock Purchase 3% 4%

 

 *

15.6 bps 22.9 bps

Effective All-in Rate 4.40% 4.31%

Source: FHLBank Boston

*Dividend rate and methodology is subject to change and at the discretion of the board
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Floating-rate funding, with the ability to pay down the advance before maturity.

Stay Short But Support Liquidity Metrics

34
Source: FHLBank Boston
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4.32%

0.18%

4.52%

0.00%

1.00%

2.00%

3.00%

4.00%

Callable SOFR Classic

Callable SOFR vs. Classic Advance

Floating Component Fixed Component

4.28%

0.23%

4.55%

0.00%

1.00%

2.00%

3.00%

4.00%

DNA Floater Classic

DNA Floater vs. Classic Advance

Floating Component Fixed Component

4 bps cheaper

2 bps cheaper
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With the Member-Option Advance, you can hedge rate risk today, protect earnings and capital, and stay nimble for if/when 
rates move lower.  

Rate Mitigation with Flexibility

35
Source: FHLBank Boston

Cash 
Flow: 

Flexibility

Curve: 
Liability 
Duration

Cost: 
Interest 

Expense

Advance Type Curve Cost Cash Flow 10yr Structure & Rate

Long-Term Classic X Bullet: 4.94%

HLB-Option X X 1yr lockout Qtrly: 3.53%

Member-Option X X 1yr lockout 1x: 5.97%

• Extend funding, improving IRR 

metrics (NEV/EVE) today

• Retain flexibility, to prepay 

advances if rates move lower or 

funding is no longer needed

• Protect current earnings and 

capital, avoiding asset 

restructures that involve one-time 

hits and give up upside if rates 

rally
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Lower front-end rates help, but deposit gathering is still a challenge, given tight liquidity conditions and attractive asset 
yields and spreads.

Efficient Deposit Pricing

36
Source: FHLBank Boston

4.00%

4.53%

5.00%

3.0%

3.5%

4.0%

4.5%

5.0%

5.5%

3-Month CD Special 3-Month Classic Advance CD Special Marginal Cost of Funds

Marginal Cost of Funds Example
Assuming 2% Existing Cost & 33% Cannibalization

4.10%
4.35%

4.53%
4.85%

6.00%

3.5%

4.0%

4.5%

5.0%

5.5%

6.0%

6.5%

5% 15% 20% 30% 50%

Percentage Deposit Cannibalization

Sensitivity Analysis: MCOF & Cannibalization Rates
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Conditions are favorable to add assets at yields and spreads not seen often in recent years.

Strengthening the Future Balance Sheet

37

Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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5-Year Treasury Yield & 1-Year/5-Year Steepness

2005 to 2022 2023 2024 2025

Investment Leverage 

Considerations

Intermediate rates are ~100 

bps higher since 2024 4th 

Quarter

Rate cut expectations have 

been significantly diminished

A yield curve that is no longer 

aggressively inverted makes it 

easier to clear return targets

Create the potential for 

unrealized gains that could 

offset credit disruption in a turn 

of the economic cycle

Higher base rates + 

improved slope



• Products & Programs
• Rates
• Strategies & Insights: Articles, Webinars, Videos and Studies
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www.fhlbboston.com

http://www.fhlbboston.com
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Thank You
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Andrew Paolillo

Andrew.Paolillo@fhlbboston.com

617-292-9644

Derek Hamilton

Derek.Hamilton@fhlbboston.com

617-292-9680

mailto:Andrew.Paolillo@fhlbboston.com
mailto:Derek.Hamilton@fhlbboston.com
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