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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 forego ing.  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; economic conditions (including effects on, 

among other things, mortgage-backed securities); and changes in interest rates and indices, such as SOFR, 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, inclu ding 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 s uch 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 le gal, accounting, 

consulting, or other professional advice.  The Content is for general informational purposes only, may not constitute the mos t 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, adeq uacy, completeness, 

timeliness or availability of any Content, and the Bank expressly disclaims any responsibility for providing any additional i nformation that might be 

necessary to make the Content not misleading. Accordingly, you are cautioned against placing any undue reliance on the Conten t. 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, e xpenses, legal fees, or 

losses (including lost income or lost profit and opportunity costs) in connection with any use of the Content. Reproduction o f any Content, in any form, 

is prohibited except with the Bank’s prior written consent. 
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FHLBank Boston
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Data as of 6/30/24

We provide our members with liquidity and support housing finance and community development through all economic cycles.
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Resources for Members
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There was genuine uncertainty going into a Fed meeting for the first time in nearly two decades.

Recapping Last Month’s FOMC Decision
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0.25% + 
Dovish 
Tone

0.50% + 
Dovish 
Tone

0.25% + 
Hawkish 

Tone

0.50% + 
Hawkish 

Tone

Hawkish comments Dovish comments

• “Economy is strong”
• “Labor market has cooled”

• “Inflation has eased substantially”
• Expecting 2% GDP growth over the next couple of 

years”
• “Conditions in labor market are less tight than before 

the pandemic”

• “Inflation remains above 2% goal- total projection is 
2.3% this year, 2.1% next year”

• “ We have been hyper focused on inflation…patient 
approach has been successful for moving inflation to 
2%.”

• “Continue making decisions meeting to meeting- no 
preset path”

• “Will adjust projections if job market or inflation change 
unexpectedly”

• “Dissent on vote for the first time since 2005”

• “Don’t look at today’s cut as the new pace”
• “We don’t think we’re behind on rate cuts, and the 

50 bps shows we’re committed to not fall behind”

Source: Federal Reserve
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Flashback to September 2022
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Unemployment looks great, inflation does not. The Fed’s been clear- taming inflation is job #1. 

Will that derail a jobs market firing on all cylinders?
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“We have got to get 

inflation behind us. I 

wish there were a 

painless way to do 

that. There isn’t. 

Higher interest rates, 

slower growth, and a 

softening labor market 

are all painful for the 

public we serve, but 

they’re not as painful 

as failing to restore 

price stability and 

having to come back 

and do it down the road 

again.”

-Federal Reserve Chair 

Jerome Powell, 9/21/22 
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Emphasis appears to be shifting towards watching the unemployment rate as opposed to monitoring inflation trends.

What Indicators are the Fed Watching?
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While the reported year-over-year change has begun to normalize, the impact of the spike higher in 2021 and 2022 is still 
embedded into the price of goods and services.

Inflation & the Compounding Effect

11

Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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New England, as is typically the case, is outperforming in terms of the broader national unemployment picture. 

Regional Labor Market

12

Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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Northern New England continues to perform exceptionally well, with some of the lowest unemployment rates in the country.

Local Labor Market

13

Source: U.S. Bureau of Labor Statistics, FHLBank Boston
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New England, as is typically the case, is lagging in periods of significant GDP expansion.

Regional GDP

14

Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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The median age can vary widely from county to county, driven by the unique economic factors locally.

Demographics

15

Source: U.S. Census Bureau, FHLBank Boston
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An odd dynamic is at play, as wage growth is still historically strong yet is trending down.

Consumer Wealth Effect
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Source: Federal Reserve Bank of Atlanta, FHLBank Boston
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The jobs market has softened some but is still relatively strong overall. However, savings levels are near all -time lows.

Health of the Consumer

17

Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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Source: University of Michigan, FHLBank Boston

Consumer (Lack of) Confidence
Sentiment has recovered from all-time lows in 2022, but we’re still softer than previous periods of significant economic 

and market weakness. 
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Whether over the last 5 or 25 years, home prices in New England markets have shown considerable resiliency.

Housing Market Strength

19

Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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The Markets
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The biggest recent change was in the expectation for year-end 2025 - however, the market had already begun pricing that 
in. Take note of the trend in the longer-run forecast, which continues to slowly increase.

The Dot Plot Progression

21
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Today’s yield curve is inverted by more than 100 basis points, where in 2019 that spread was less than 25 basis points.

2024’s Yield Curve is Significantly More Inverted than 2019

22

Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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As is often the case, the belly of the yield curve anticipates the future path of short -term rates.

Has the Belly of the Curve Already Made Its Move?

23

Source: U.S. Bureau of Labor Statistics, FHLBank Boston
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Where Do We Go From Here?

24

The timing, magnitude and even direction of intermediate rates may be just as or more impactful than the oft-discussed 
path of short-term rates.

Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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The retained bond portfolio in the wake of the COVID response is still above $2 trillion and is running off very slowly. 

Lingering Effects of Quantitative Easing
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Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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The rally in long-term yield has helped home affordability- at least directionally if not to a significant degree. However, the 
path of rates still tells us that there is a ways to go to spur housing turnover.

Mortgage Rates
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Historically, high rates don’t necessarily or automatically equal tough times for price appreciation. It’s more about sudden 
changes that impact affordability and mobility.

Home Prices & Mortgage Rates

27

Source: Case Shiller, Freddie Mac, FHLBank Boston
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Commercial lending growth was on fire but has slowed down. With liquidity conditions stressed, depositories are pumping 

the brakes somewhat on growing loans and demand seems to be slowing some as well.   

The Commercial Balance Sheet
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Source: Board of Governors of the Federal Reserve System, FHLBank Boston
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What is the relationship between the level/direction/magnitude of change in interest rates, and the stock market?

Equity Markets
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Source: Federal Reserve Bank of St. Louis, FHLBank Boston
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The Balance Sheet
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How do we combine the big-, medium- and small-picture components to build and sustain a successful credit union?

Marrying the Macro & the Micro
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It’s been a challenging environment for earnings as rates have risen, but there is some potential relief on the horizon.

Is Net Interest Margin Improving?
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Source: S&P Global, FHLBank Boston
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The trend of relatively rapid loan and investment yield repricing, as well as deposit cost stability, continues.

What is Driving the Margin Lift?
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Source: S&P Global, FHLBank Boston

Median Yield/Cost as of 6/30/24
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Interesting relationships exist between those with higher interest expense and various balance sheet and income 
statement characteristics.

What Drives Interest Expense?
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Source: S&P Global, FHLBank Boston
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There were small signs of growing delinquencies from very low levels. However, reserve coverage remains strong.

Any Signs of Credit Stress Yet?
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Source: S&P Global, FHLBank Boston
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Lending, Investment & Deposit Questions

36

Balancing today’s interest-rate and liquidity risk profile vs. the expected future state.

Loans

Are spreads wide enough 
for a tight liquidity, end of 
credit cycle, inverted yield 

curve environment?

Investments
Is there capacity and 
inclination to replace 

and/or grow?

Deposits
Is the CD to NMD 

migration over, or just 
slowing?
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Balancing Risk & Return
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What combination and magnitude of risks are you willing and able to take on?

Your text here
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www.fhlbboston.com
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Thank You
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Andrew Paolillo

Andrew.Paolillo@fhlbboston.com

617-292-9644
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