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Cautionary Statements Regarding Disclaimer

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. Nothing in the Content shall constitute an offer by the Bank to
transact on any terms contained herein. 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

»Asset Growth and Capital Ratios Trend Analysis
=NEV Test Mechanics and Considerations
=Funding Strategies
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Historic Growth Followed by a Huge Rate Shock

Exceptional levels of balance sheet growth at credit unions paired with
historic rate hikes caused “reluctant leverage™ and pushed capital ratios
lower.

Credit Union Asset Growth and Capital to Asset Ratios
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Rising Rates and Lower Asset Values

As rates have risen during this cycle, market values have dropped for
fixed assets.

5-Year Treasury Yield & Median Unrealized Gain/Loss
5.0% 4%
1.9% 0
45% 1'1/" 14% 1.3%

* o 4.00%
0.0% 0.0% 39

MO SRR S A
*

4.25% 2%

0,
4.0% 0%

3.5%
2%

3.0%
-4%
2.5%
6%
2.0%

Unrealized Gains/Cost

-7.8% -1.7%
¢ 8%

5-Year Treasury Yield (%)

15%
° 9.8% 9.9% 0% 9.7%

*  10.7% o -10.5% * 100
41.2% - o« ¢ 10%
-11.5% . *

XS -12.2%
o -12%

1.0%
0.5%
0.0% -14%

Q1 Q@2 Q@ 4 Q1 Q@2 Q@ Q4 Q Q@ Q@ 4 1 Q@2 Q3 4 Q1 Q@2 @ M o
2020 2020 2020 2020 2021 2021 2021 2021 2022 2022 2022 2022 2023 2023 2023 2023 2024 2024 2024 2024 2025

=== b-Year Treasury Yield ¢ Unrealized Gains/Cost of Available Sale Securities (%)

Classification: Public Source: S&P Global Copyright 2024, S&P Global Market Intelligence (and its affiliates, as applicable), FHLBank Boston



4 FHLBank Boston

NEV Test Mechanics

The NEV Test assigns a standardized premium to non-maturity
deposits in the rate shock test, while advances are calculated

according to the specific duration.

Rate Shock Scenario Analysis: Non-Maturity Deposit (Standardized Premium) & 5-Year
Classic Advance
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NEV Test Relief Considerations

Several approaches, on both sides of the balance sheet, can help
improve NEV results.
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Go shorter on
new assets

« Takes time to
make impact

Shorten existing
assets

 May incur realizing
a loss

Go longer on
new liabilities

« Efficient and
impactful

Lengthen
existing liabilities

» Tough to execute
with deposits-
advance
restructures?
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Assessing NEV Relief Solutions

Magnitude, timeframe, and cost are all factors in identifying an
appropriate strategy.

For how
long do
you need
IRR relief?

Optimized
Hedging
Strategy

How What is

much the cost
relief do of the
you need? relief?
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NEV Test Considerations
While longer-term Member-Option Advances may cost more, the
market value benefit in the NEV rate shock test compensates the
member for this premium.
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Scenario: Credit Union with $500 million in assets takes down a $10 million Advance borrowing

Prod ost Ove Q 00bp % of A
1-Year Classic 4.25% $425,000 $280,000 0.06%
5-Year/1-Year Member-Option 5.18% $518,000 $1,201,000 0.24%
10-Year/1-Year Member-Option 5.99% $599,000 $1,686,000 0.34%
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Member-Option Strategy Scenario

Scenario: a credit union has taken down a 10-year Member-Option
Advance with an option to call after one year at 5.99% for NEV test
support. What actions might they consider once the one-year call
option date arrives?

Rate Environment

(EFFR) NEV Status Likely Action Rationale

Scenario
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Thank You

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