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Cautionary Statements Regarding Forward-
Looking Statements & Disclaimer
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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. 

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 

“possible”, “to be”, “will”, “would,” 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 and changes in interest rates and indices, 

such as SOFR, that could affect the value or performance of financial instruments, including Bank products. 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. 
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• Deposit Pricing & Strategy

• Optimized Short-Term Wholesale Funding

• Mortgages
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Key 2026 funding windows, deadlines, and availability updates for members.

Housing & Community Investment: Program Updates
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Jobs for New England (JNE)

Application round opened February 11
Funding releases: March 4, May 6, 
July 8
Subsidy cap steps up to $250,000 on 
July 8

Down Payment Assistance 
(EBP, LUH, HOW)

Member application period closed 
February 27
Homebuyer enrollments began April 1
Funding drops: April 1/15, May 1/15, 
June 1/15

Permanent Rate Buydown 
(PRB)

2026 funds exhausted
Watch for future availability / updates

Affordable Housing Program 
(AHP)

2026 round opens June 1
Sponsor applications due July 16
Member review/submission deadline 
July 30
Awards expected by December 24
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Deposit Pricing & Strategy
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As term deposits concentration grows, the cost of that funding tends to rise as well.

CD Reliance and Pressure on Funding Costs
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The 500-basis point rate shock in 2021-2022 caused a pivot in the multi-decade secular shift away from term deposits.

Impact of Short-Term Rates on CD Demand 
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What are the characteristics that come with specific funding choices, whether it is deposits or wholesale?

What Benefits Accrue from Funding Decisions?  
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Margin
Optimized funding 
costs

Liquidity
Ratios + cash flow 

coverage

Interest-
Rate 
Risk

Protection or 
expansion of 
earnings
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Pricing relative to Treasurys/advances can vary, but the average life assumption for non-maturity deposits create a 
potential edge vs. the finite nature of term deposits.

The Value of Different Deposit Types
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As the spread between existing cost and the clearing rate converge, the impact of deposits switching or leaving is muted.

Marginal Cost of Funds Considerations
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Leverage the just-in-time advances curve to align deposit pricing with unique balance sheet considerations. 

Utilizing Advances to Price Deposits Efficiently
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Classic Less 100 bps Less 50 bps Less 25 bps

Money Market Accounts

DCM less 25 bps

-More flexibility to reprice, due  

rates or growth

-Lowest nominal point on curve

-Backfill with SOFR Floater

Shorter CD’s (6-12 months)

Classic Advance less 100 bps

-Positive slope offers lower 

starting point

-Less IRR/liquidity protection 

drives lower rate

-Backfill with CDA

Longer CD’s (18-24 months)

Classic Advance less 50 bps

-Positive slope may entice 

customers to extend

-Added duration may allow for 

more asset extension

-Backfill with Classics/putables

Source: FHLBank Boston
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Optimized Short-Term 
Wholesale Funding
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SOFR is an overnight secured rate tied to Treasury repo markets, and it serves as the reference point for several floating-
rate advance structures.

SOFR 101
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• The Secured Overnight Financing Rate measures the cost of 
financing Treasury securities overnight.

What is SOFR?

• SOFR is a New York Fed-administered rate based on transaction-
level Treasury repo data.

How is it Calculated?

• SOFR can move day to day, but the cost of floating-rate funding 
depends on where it averages over the life of the borrowing.

Why is it Important?
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SOFR can move with repo-market pressure, quarter-end balance sheet dynamics, collateral demand, and overall front-end 
funding conditions.

What Impacts SOFR?
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Policy / Front-end Rates

• Fed target range, IORB, ON 
RRP

Repo Market 
Supply/Demand

• Treasury collateral, cash 
supply, dealer balance sheets

Technical Dates

• Month-end, quarter-end, year-
end

Market Stress / Balance 
Sheet Pressure

• Temporary spikes can occur, 
but averages dilute short-lived 
moves
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That matters because a SOFR-indexed advance can start below comparable short-term fixed alternatives.

SOFR & the Fed Funds Range
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A one-day SOFR move does not equal the cost impact over a one-month or three-month advance.

Overnight Repricing Averaged Across the Term

17

9.7

3.3

0.0

2.0

4.0

6.0

8.0

10.0

12.0

50 bp hike on day 26 of a 31-day month 300 bp spike for 1 day in a 90-day term

C
ha

ng
e 

in
 C

os
t 

(B
as

is
 P

oi
nt

s)

Estimated Average-Cost Impact

Approx. impact = rate shock × days affected ÷ days in term
Source: FHLBank Boston



Classification: Public

The right comparison depends on how long the funding need lasts and how much certainty the member wants.

Short-Term Advance Solutions
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Daily Cash 
Manager Advance

• Fit: Overnight or uncertain funding

• Value: Maximum flexibility

• Tradeoff: No term certainty

SOFR-Indexed 
Advance

• Fit: Short-term funding where fixed certainty may be costly

• Value: Term funding with floating exposure

• Tradeoff: Rate can reset during the term

Classic Advance

• Fit: Known need or budget certainty

• Value: Fixed cost for the full term

• Tradeoff: Market rate expectations are already priced in
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After persisting in an inverted position for a while, the yield curve now is upward sloping.

The Return to a “Normal” Yield Curve Shape
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SOFR-Indexed Advance rates are currently starting below comparable short-term fixed funding, creating day-one savings.

Short-Term Solutions: Day One Rates
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The benefit of a lower starting point plus additional capital stock gives the SOFR-Indexed Advance an initial cushion vs. 
other short-term alternatives.

Scenario Analysis: Unchanged Rates
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Advance Type Posted Rate Activity stock Dividend Benefit
Estimated All-in 

rate

Savings vs. 1-

month Classic

Daily Cash Manager 3.91% 3.00% 20.1 bp 3.71% -8.7 bp

1-month SOFR-

Indexed
3.78% 4.00% 26.8 bp 3.51% +11.3 bp

1-month Classic 3.89% 4.00% 26.8 bp 3.62% 0.0 bp

3.71%

3.51%

3.62%

3.65%

3.40%

3.45%

3.50%

3.55%

3.60%

3.65%

3.70%

3.75%

Daily Cash Manager Advance 1-month SOFR-Indexed Advance 1-month Classic Advance

Short-Term Advance Alternatives
Estimated Day 1 Dividend-Adjusted Rate

All-in Advance Rate Interest on Reserve Balances (IORB)

Source: New York Fed, FHLBank Boston
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Given current market pricing and expectations of no near-term cuts, the breakeven rate for where floating outperforms 
fixed is just below one full hike at the midpoint of the selected term.

Scenario Analysis: 1-Year Horizon
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As a recurring funding need proves more durable, a member can layer the balance by stability, using longer SOFR terms 
for the durable base, shorter terms for seasonal and monthly flex, and DCM to fill in the gaps.

Balancing Current & Future Liquidity Needs
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Funding Considerations

Pay down advances efficiently if liquidity 

needs are reduced
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building up

Term out if rate conditions and balance 

sheet needs call for it
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The decision to utilize floating funding should match the expected life, stability, and all-in cost of the funding need, as well 
as balance sheet considerations.

From Rate View to Funding Structure
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Define the Need
• Is the funding need overnight, weekly, monthly, 

seasonal, or durable?

Separate Base 
From Volatility

• Recurring balances may support term funding

• True daily swings may belong in DCM

Compare Gross 
and All-In Cost

• Quoted rates matter

• Activity stock and dividend assumptions can change 
the answer

Run the Path
• SOFR cost depends on the average rate over the term

• One daily print does not define the total cost

Match the 
Structure

• DCM for volatility

• Short SOFR for near-term base

• Longer SOFR or fixed for durable needs
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Mortgages
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After briefly moving into a 5% handle, mortgage rates have moved back up, but spreads remain tighter vs. 2023 peaks.

Higher Rates but Narrower Spreads
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There’s some additional yield (and prepay risk) in jumbos, and excess spread in 30’s vs. 15’s is trending lower.

Spreads vs. 30-Year Mortgages: Jumbos & 15-Year
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Despite a marginal rate (6%+) much higher than the current portfolio (4-5%), most banks saw a contraction in yields. 

Downward Pressure on Yields?
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Navigating slow growth, downward pressure on yields, and overall composition of the balance sheet.

Forward-Looking Mortgage Strategy
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New 
Production

What to do with muted 
volumes?

Legacy 
Portfolio

Opportunities to 
accelerate asset 

repricing?

Investments
Is activity aligned with the 
big picture?
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Is there opportunity to reposition legacy assets that may be sub-optimal from an earnings, rate and prepay perspective? 

Seasoned Loan Sales
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Breakeven Analysis: Months Needed to Recoup Loss if Proceeds are 

Redeployed into Other Assets

Assumed Loan Rate = 3.50%

New 

Asset 

Yield ↓  

Sale Price 

→

80.0% 82.5% 85.0% 87.5% 90.0% 92.5%

5.0% 480.0 336.0 240.0 171.4 120.0 80.0

5.5% 266.7 202.4 153.2 114.3 82.8 56.7

6.0% 184.6 144.8 112.5 85.7 63.2 43.9

6.5% 141.2 112.8 88.9 68.6 51.1 35.8

7.0% 114.3 92.3 73.5 57.1 42.9 30.3

• Opportunity to fund activity in 
wider spread sectors

Redeploy to Meet Loan 
Growth

• Opportunity to recalibrate 
interest-rate and liquidity profile

Redeploy to Add to 
Investments

• Opportunity to moderate 
balance sheet growth

Redeploy to pay down 
higher cost funding

Source: FHLBank Boston
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Marrying the current landscape with potential future states of the balance sheet.

Investment Strategies

31

• Utilize short-term funding to accelerate asset 
yield turnover

“Pre-replace” maturing 
investments

• Hindsight 20/20- what size & structure is 
beneficial before a shift in the cycle? 

Hedge the big income 
simulation risk- long rates 

down a lot

• Willingness & ability to be opportunistic 
when volatility pops?

Stay ready for a sharp spread 
widening event
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Questions?
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www.fhlbboston.com
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Thank You

34

Andrew Paolillo

Andrew.Paolillo@fhlbboston.com

617-292-9644

Tyler Buckeridge

Tyler.Buckeridge@fhlbboston.com

617-292-9766
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