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4 FHLBank Boston

Cautionary Statements Regarding Forward-
Looking Statements & 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. 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.

Classification: Public



4 FHLBank Boston

Presenters

Andrew Paolillo
Vice President, Director of Member Lending & Strategies

Tyler Buckeridge

Senior Sales & Strategies Specialist

Classification: Public 3



4 FHLBank Boston

Overview

« Markets & Economy Update
 Peer Analysis & Call Report Trends
 Balance Sheet Strategies
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Housekeeping ltems

We've been doing our part to add to the summer reading lists, and we (re-)welcomed a new

member-facing colleague.

WEBINAR

Case Study: Identifying
Value in Short-Term
Floating-Rate Funding

AUGUST 12, 2026

LEARN MORE (3)

INFOGRAPHIC
@ MPF 35 and Credit Risk

Sharing
JULY 31, 2026

LEARN MORE (3)

WEBINAR
Case Study: Mortgage
Hold vs. Sell Analysis

JULY 23, 2026

LEARN MORE (3)

WEBINAR

Asset-Liability
Management & Funding
Strategies for the Current
Environment

JUNE 25, 2026

[s]

LEARN MORE (3)
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LN\ ARTICLE
Mortgage Portfolio

Optimization
AUGUST 6, 2026

LEARN MORE (3)

VIDEO
July 29, 2026 FOMC

Meeting Analysis
JULY 30, 2026

LEARN MORE )

>\ ARTICLE
Securing Public Deposits

Without Tying Up the
Balance Sheet
JULY &, 2026

LEARN MORE ()

VIDEO
_]une 17,2026 FOMC

Meeting Analysis
JUNE 18, 2026

LEARN MORE ()

Welcome (Back)!

Rich Moran
VP, Relationship Manager

Covering members in Maine,
Vermont, New Hampshire &
parts of Massachusetts
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The Inflation Odyssey

It hasn't quite been 20 years since inflation was at the Fed’s 2% long run target, but it’s been a
long and harrowing journey.

Wait, the market is
projecting interest rate
HIKES?!?
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Markets & Economy Update

« Higher for Longer Across the Curve?
* Price Stability & Labor Market Conditions
« The Proxy Funds Rate vs. Where Rates Are
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Term Rates on the Rise

Rates have steadily sold off (led by shorter tenors), and the market is now pricing in near-term hikes.

Treasury Change in Yields YTD (bps)
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Inflation

July Consumer Price Index (CPI) (headline & core) remained elevated, but three-month
annualized core CPI has moved below 2%.
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Latest 12-Month Inflation Rates

3.5%

3.7%

3.0%

2.5%

2.0%

1.5%

1.0%

3-Month Annualized Core CPI

3.2% 3.2%

1.6%

PCE (Jun) CPI (Jul) Mar-26 Apr-26 May-26 Jun-26 Jul-26

H Headline ® Core

= 3M Annualized Core CPI = = =2% Reference
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CPI Components

Energy remains the main source of inflation pressure.

July 2026 CPI Components — YoY Change
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Labor Market

Payroll growth has slowed as participation has declined.
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Labor Turnover

Hiring and mobility have slowed; layoffs remain low.

Job Openings & Hiring Rates Quits & Layoffs Rates
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The Proxy Fed Funds Rate

Since March, the proxy funds rate has moved above the actual rate, suggesting tighter financial
conditions.

Proxy Funds Rate vs. Effective Federal Funds
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Percent (annualized)
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—Effective funds rate = Proxy funds rate
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Peer Analysis & Call Report Trends

« Margins
 Loan Growth
 Credit
 Investments
* Deposits
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Net Interest Margins on the Rise

Many experienced continued lift g/o/q, with margins now at or near recent highs.

Banks: Net Interest Margin
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NIM Change by Rate-Cycle Phase

Banks have recovered more sharply after hikes ended but had more ground to recover.

Banks: NIM Change Credit Unions: NIM Change
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What is Driving Margin Expansion?

Adding higher asset yields through both growth and replacement is powering improvements in

margin.
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Banks: Q/o/Q Change in Interest Income/Assets
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Source: S&P Global, FHLBank
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Loan Growth

Median growth has eased while the tails widened.

Credit Unions: YoY Loan Growth
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Loan Growth’s Impact on the Rest of the Balance Sheet

There has been a wide variety of approaches to deploying and sourcing liquidity to meet
uneven loan demand.

Banks: Median Y/o/Y Change by Loan Growth
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Residential Loan Growth

Home equity is growing about twice as fast as first liens.
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Residential Mortgage Sales Activity

Sales have recovered from the 2023 trough.

Quarterly 1-4 Family Mortgage Sales ($Billions)
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Banks: Credit Performance

Residential and consumer non-performing loans improved in Q2.

Banks: NPLs/Loans by Loan Type
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Credit Unions: Credit Performance

Q2 deterioration was concentrated in 1-4 family loans.
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Credit Pipeline

Nonaccruals and restructurings have increased.

Banks — Credit Pipeline
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Credit Migration

Significant deterioration is concentrated in just a handful of institutions.

Bank NPL Migration CU Delinquency Migration
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Investment Yields and Marks

Yields are rising as valuation discounts narrow.

Median Yield on Investments

Unrealized Losses
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Long-Duration Securities Exposure

The highest-duration banks reduced >15Y exposure the most.

Median >15Y Securities Proxy by Starting 4Q21 Quartile
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Deposit Cost Trends

Costs are easing slowly, even as short-term rates remain higher than originally expected.

Banks — Cost of Interest-Bearing Deposits Credit Unions — Cost of Shares & Deposits
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Funding Costs

Term deposits and borrowings sit at the high end.

Banks — 2Q26 Deposit and Borrowing Costs
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Term Deposit Maturities

More than 90% mature within one year.
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Banks: Certificate of Deposit Maturity Mix
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Balance Sheet Strategies

* The Yield Curve is our Friend Right Now
 Lending
 Deposits
* Investments

Classification: Public
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Favorable Yield Curve Conditions

A positively sloped yield curve, along with favorable levels for asset and liability positioning, is a
welcome development.

45

3.5

2.

[$]

N

1.

(4]

1

0.5

0
Jan-21

5-Year Treasury Yield & Fed Funds/5-Year Steepness

Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24 Jan-25 Jul-25

mmmm FF/5yr Steepness (bps) e D5yr (%)

Jan-26

300

250

200

150

100

(2]

0

o

-50

(2]

-100

-150

-200
Jul-26

Classification: Public

Term rates at
cyclically high levels
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Room for the front-
end to reprice lower

Source: Federal Reserve via FRED, FHLBank Boston
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Mortgages: New & Seasoned

With deposit gathering conditions challenging, a scan of the existing portfolio can offer a way to
optimize earnings as well as interest-rate and prepayment risks.

30-Year Mortgage Rate
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Funding: What Type & What Part of the Curve?

The advance curve can help strategic deposit pricing adapt to the shifting expectations on the
path of rates.
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Deposit Pricing

Strategy

Inclined to price
aggressively? Yield
curve slope helps.
Target Money Market
Products at narrow
spread to advances

Opportunistically
look to incent
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curve

Deposit customer
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don'’t align with ALM
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Investment Strategy

Higher for longer has allowed for more opportunities to accelerate asset repricing and support
the core balance sheet.

Asset " :
Sensitive & Utilize short-term funding

il (SOFR Floaters?) to add
Lﬁgﬁigy duration and liquid assets

Align advances with Pull-Forward
expected near-term roll-off Reinvestment

Slight liability extension (1-
Create 2yr). Stable spread now,
capacity to interest-rate risk later- when
add duration the balance sheet may be
better prepared to absorb it

Classification: Public 38



Questions?

® FHLBank Boston

TTTTT gic partnerships. Reliable funding.

Classification: Public



4 FHLBank Boston

www.fhibboston.com

= Products & Programs
= Rates
= Strategies & Insights: Articles, Webinars, Videos and Case Studies

Classification: Public 40



Thank You

Andrew Paolillo Tyler Buckeridge
Andrew.Paolillo@fhlbboston.com Tyler.Buckeridge@fhlbboston.com
617-292-9644 617-292-9766

2 FHLBank Boston

Strategic partnerships. Reliable funding.

Classification: Public
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