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Product Overview

= Floater-to-Fixed Rate Advance

= Advance is a Sub-LIBOR floater during the lock-out
period, typically 50bp to as much as 200 bp below
LIBOR

= FHLB Boston has 1x option to cancel advance

¢+ |If the advance is not cancelled then...“Flips” to a fixed-rate
advance until final maturity

= Minimum size of $10 million, can aggregate smaller
amounts during special offerings



Product Overview

= Pricing:

¢+ When considering a particular structure , e.g. 7/1 Flipper
there are two variables

» Offset to LIBOR for the floating rate during the lock-out period

* The fixed rate in the event the advance “flips”

+ Given your requirements for one of the variables, either the
offset to LIBOR or the fixed rate, we can solve for the other

¢+ We can also determine the structure that will meet your
pricing bogey for both the floating and fixed portions of the
advance



Recent Offering

= Recent Special — June 13, 2007
¢ 7/1 3L —100 bp, 5.55% if “Flipped”
¢ Initial floating rate: 5.36% -1.00% = 4.36%

+ Pay 4.36% for first 3 months then reprices
quarterly during first year



Recent Offering

= Recent Special — June 13, 2007
¢ 7/1 3L —100 bp, 5.55% if “Flipped”

¢+ FHLB Boston has a one time option to cancel, one
year from now

¢+ If FHLB Boston cancels the advance, you can
refinance into a new advance at market rates

¢+ |f FHLB Boston does not cancel, the advance
“Flips” to a 6-year, fixed-rate bullet at 5.55%



Recent Offering

= How does FHLB Boston decide to “Flip” or cancel?

¢

¢

Fixed rate of 5.55% if “Flipped”

If the 6-year swap rate Is above 5.55% then advance
will likely be cancelled

If the 6-year swap rate is below 5.55% then advance
will likely be “Flipped” to a 6-year bullet at 5.55%

Current 6-year swap rate ~ 5.68%

Implied 6-year swap rate, one year forward ~ 5.74%
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Usage in Current Environment

= Why Examine the “Flipper” Advance?

¢+ Net interest margin at small institutions was lowest In
16 years

» Asset yields are falling while at the same time funding costs
are rising



Usage in Current Environment

= Why Examine the “Flipper” Advance?

¢+ “Flippers” are popular with members looking to
Improve margins with sub-LIBOR funding

* Macro balance-sheet funding tool

e Sub-LIBOR funding during the lock-out period

» Margins of asset sensitive members will improve as rates rise
* Fixed rate is low by historical standards

— If the advance “Flips” the consequence may not be as
harsh as it was in 1999 to 2000
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Usage in Current Environment

= Why Examine the “Flipper” Advance?

Initial floating rate was almost 100 bp below one to six month
bullets

Fixed rate of 5.55% was 27 bp below the 6-year bullet
Fixed rate of 5.55% was 31 bp below the 7-year bullet

Initial floating rate was 64 bp below the 7/1 HLB Option (Euro)
advance

Fixed rate was 55 bp above the 7/1 HLB Option (Euro)
advance
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Upcoming Special

= Thursday, June 21, 2007
¢+ 11:00 a.m. to 12:30 p.m.

= 5/1 3L -100 bp
¢+ Fixed rate TBD
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Questions?
Comments?

Kevin.Martin@fhlbboston.com
617.292.9644
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This presentation does not purport to disclose all the risks of and other
material considerations associated with the Flipper advance. Members
should not construe this information as business, legal, tax, or
accounting advice from the Bank. Members should consult with their
own independent business, legal, tax, and accounting advisers with
respect to the Flipper advance and should refrain from entering into the
Flipper advance unless they have fully understood the terms and risks of
the Flipper advance. This information does not constitute an offer to
engage in any transaction.
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