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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

« What Drives the Hold or Sell Decision?

 The Benefits of Mortgage Partnership Finance®
(MPF®) 35

 Scenario Analysis: Sell, Hold, or a Blended
Approach?
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The Hold vs. Sell Approach

A higher coupon supports the hold case, but it may not answer the hold/sell question by itself.

s EXpected life

Will the coupon stay outstanding long enough?

e All-in hold value

Does the return justify the capacity and risk?

mmm DBalance sheet capacity

Would holding consume scarce liquidity or concentration?

s Risk transfer
Would MPF 35 improve the risk mix?

mmm Use Of proceeds

Would cash solve a higher-value need?
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Hold vs. Sell Risk Impact

Selling the pool changes the mix of risk, liquidity, income, and balance sheet capacity.

Risk / Economics Hold in Portfolio Sell Through MPF 35

Interest-rate risk Retained Transferred

Prepayment risk Retained Transferred

Credit risk Retained Shared thrqugh FLAJCE
Obligation

Servicing relationship Retained Can be retained or released

Liquidity Balance sheet consumed Sale proceeds received

Future optionality Lower Higher
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Shared Credit Risk Waterfall

Losses are absorbed in layers before reaching the Participating Financial Institution (PFI) Credit
Enhancement (CE) Obligation.

Loss Absorption Profile

Borrower Equity

First Loss Account FLA

PFI CE Provided by the PFl and
Obligation € collateralized at FHLBank Boston

Increasing Mortgage Losses

Catastrophic losses covered by
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Sample Decision: $10MM of New Mortgage Production

A $1B depository originates a $10MM pool of new 30-year fixed-rate residential mortgages.

Total assets $1,000,000,000 $10,000,000
:
Loan-to-deposit ratio 90.0%
Borrowings/assets 10.0%
1-4 family loans/assets 50.0%
Securities/assets 10.00%
Geography New England suburban
Cost of funds 2.00% Seities
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Credit Enhancement Obligation

For the sample $10MM pool, the PFI CE Obligation starts only after borrower equity, any PMI,
and the FHLBank Boston First Loss Account (FLA).

Sample CE Obligation Output

Total CE Obligation output
sasoo00  9397,399[3.57% ——

$400,000

v._ FHLBank Boston FLA
$35,000 | 0.35%

$300,000
$250,000
$200,000

$150,000

- PF1 CE Obligation
$322,399 | 3.22%

$100,000

$50,000

$0

Amount

® Implied PFI CE obligation ~ m FHLBank FLA
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Regular vs. Upfront MPF 35

Upfront execution pulls more economics into day one; regular execution preserves more
recurring CE income.

1.8%

1.6%

1.4%

1.2%

1.0%

% of UPB

0.8%

0.6%

0.4%

0.2%

0.0%

1.28%

0.07%

Regular MPF 35

W Day-one premium  ®Year 1 CE income ™ Year 2+ CE income

Regular vs. Upfront MPF 35

0:14%

1.53%

0.00%
Upfront MPF 35

0.07%
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Expected Life Impacts Hold Value

The held pool earns its coupon only while it remains on the balance sheet.

$12,000,000

$10,000,000

$8,000,000

$6,000,000

$4,000,000

$2,000,000

$0

Remaining Pool Balance by Conditional Prepayment Rate (CPR)

$6,795,273

12 23 34 45
Month

em===5% CPR ~ ===10% CPR ===13.9% CPR e===25% CPR

——

$4,756,869

$3,479,863

$1,028,259

56
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Redeploying Proceeds Efficiently

The value of selling depends on whether cash can meet a higher-value balance-sheet need.

4.00%-5.00%
3501
125
5.00%
5759
475%

Lowers marginal funding need
Improves flexibility
Liquidity and defined cash flow
Rebuilds mortgage exposure differently
Supports relationship lending

Balances ALCO priorities

%

6%

5%

4%

3%

2%

1%

0%

Liquidity

Liability reduction

Example Redeployment Rates

Treasurys/agencies MBS/CMO

5.75%

New loan growth

Blend
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Redeployment Scenario Analysis

Holding has to beat the full MPF 35 alternative: execution, servicing, CE income, transferred
risk, and redeployment.

5-Year Net Contribution by Strategy
$3,500,000
$3,156,657
$3,000,000
$2,775,909
$2,645,868
$2,482,858 $2,490,444
$2,500,000
$2,000,000
$1,500,000
1
1000000 $789,953
$500,000
$0
Hold pool Regular MPF 35 + liability Upfront MPF 35 + liability Upfront MPF 35 + Upfront MPF 35 + new Upfront MPF 35 +
reduction reduction MBS/CMO loan growth blended redeployment
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Prepay Speeds & Redeployment Alternatives

Each cell shows the modeled 5-year advantage of selling through MPF 35 and redeploying
proceeds versus holding the pool.

5-Year MPF 35 Advantage vs. Hold

o 4.25% :
() 0 0, 0
CPR/ 3.50% liquidity 4.00% liability 5.00% 5.75% new loan 6.50% upside

Treasurys/

reduction )
agencies

Proceeds MBS/CMO growth case

5% CPR $1,024,169

$1,278,000 $1,404,916 $1,785,663 $2,166,411 $2,547,158

10% CPR $1,142,418 $1,396,249 $1,523,165 $1,903,912 $2,284,660 $2,665,407

13.9% CPR $1,224,461 $1,478,293 $1,605,208 $1,985,956 $2,366,703 $2,747,451

25% CPR $1,415,674 $1,669,506 $1,796,422 $2,177,169 $2,557,916 $2,938,664

35% CPR $1,543,625 $1,797,457 $1,924,373 $2,305,120 $2,685,868 $3,066,615
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Run the Analysis With Your Numbers

The sample case shows the framework. The next step is applying it to your actual production,
funding stack, and ALCO priorities.

y

Compare balance

‘ sheet outcomes:
Size the MPF 35 Hold, sell, or blend
execution: across CPR, funding,
: h ' liquidity, and
Identify the pool: Pricing, CE output, redeployment scenarios

servicing income, and
retained CE obligation

Balance, coupon,
product, servicing, credit
profile, and expected
production volume
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Thank You

Tyler Buckeridge

Tyler.Buckeridge@fhlbboston.com
617-292-9766

Mortgage Partnership Finance” and “MPF* are registered trademarks of the Federal Home Loan Bank of Chicago. The "MPF Mortgage Partnership Finance” logo is trademarked by the Federal Home
Loan Bank of Chicago.”
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