"Federal Home Loan Bank
NEW YORK

HIGHLIGHTS @FHLBNY.CO

Visit us online for current event postings.
We look forward to connecting with our
members and associates.

FHLBNY.COM/EVENTS

Learn more about our new Secured Overnight

Financing Rate (SOFR)-Linked Adjustable
Rate Credit (ARC) Advance.

FHLBNY.COM/SOFR-ARC

2019 Fee Schedules are available on 1Link™" —
and several ancillary fees were eliminated
effective January 1, 2019.

FHLBNY.COMY/BULLETINS-MEMOS

Our Education Programs are offered as a
resource to members. Learn more about the
strategic content we can deliver.

FHLBNY.COM/EDUCATION-PROGRAMS

SAVE THE-DATE

FHLBNY MEMBER SYMPOSIUM
Strategies for Success: Are You Mission Ready?

April 17, 2019 — New York City

Keynote Speaker: Robert O’Neill, former SEAL Team
Six Leader, Naval Special Warfare Development
Group, and New York Times Best-Selling Author.

Invitations and registration will be forthcoming.

CONNECT WITH YOUR FHLBNY

Federal Horme Loan Bank of

° Mew York
Linkedfd. ==

Follow us to see
how we connect
with communities

MESSAGE FROM THE PRESIDENT

The FHLBNY begins 2019 with a healthy and thriving membership, a
talented and committed team, a strong balance sheet and a continued focus
on our mission. We also begin 2019 with our new three-year Strategic Plan
in place, focusing our strategy on our core values — the principles that have
long reflected our culture and guided our decision-making. Chief among
these Core Values is “Focus on Members.” It is our focus on members that
has driven our past performance, and it is this focus that will drive our
cooperative forward in 2019.

In this edition, we have outlined a number of ways members can leverage
their FHLBNY membership in 2019 to grow their balance sheets, support
deposit strategies, reduce risk, and meet the needs of customers and
communities. This partnership will benefit both our members and our
cooperative, and positions us all to meet the challenges and take advantage
of the opportunities that the new year may present.

Sincerely,

José R. Gonzilez
President and Chief Executive Officer

WELCOME NEW MEMBERS

Two new members were welcomed into our cooperative since the last edition:

» Jersey Shore Federal Credit Union
» Transamerica Financial Life Insurance Company
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LEVERAGE YOUR MEMBERSHIP IN 2019

Treasury Yield Curve Indices Last year zf)as an interesting onefor' our industry, as we rlzavigated thrc.m'gh
a substantially flattened Treasury yield curve and an environment of rising
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rates and growing deposit betas, while intense competition for loans kept

3.00% yields suppressed. Deposit pressures from the largest financial institutions

persists as their significant investment in technology has positioned them
well to strongly compete for market share. Residential mortgage lending has
also been pressured as the refinance business is soft and purchase mortgage

2.50% —

2.00% //

transactions are down. In addition, the stock market has been extremely volatile,
with concerns of an impending bear market for equities and growing concern

1-o0% that additional short-term rate hikes by the Fed could lead us to a fully inverted
1.00% ‘ ‘ ‘ ‘ ‘ yield curve and a potential recession. Despite these challenges, the fundamentals
6-Mos.  1¥r  3wr 5-vr 7¥e 10w of the economy appear strong for 2019, with historically low unemployment,

growing wages and solid GDP estimates.

The following article presents how each of our membership sectors are leveraging the capabilities of the FHLBNY cooperative and
provides strategies to consider when negotiating this challenging environment.

Commercial Bank & Thrift Members

Depository institution members have traditionally relied
on FHLBNY funding to achieve balance sheet growth as
assets tend to grow faster than retail deposits and capital.
With FHLBNY funding, members can leverage capital to
achieve their balance sheet goals without having to “put
on the brakes” and curtail their business or balance sheet
strategies because of a lack of liquidity.

Additionally, members often use their available FHLBNY
borrowing capacity as a tool to embark on deposit strategies
designed to test the elasticity of their deposit base and
lower overall interest expense. Within membership sectors
of our district, significant net interest margin (NIM)
pressure persists — members continue to be hampered by
escalating deposit betas that are outpacing the speed of
the yield increases on loans. On a national level, deposit
betas rose from 19.6% in the 2017 calendar year to 43.2%
in the 12-month period ended September 30, 2018."

As funding needs intensify, deposit betas are poised for
further escalation in 2019 should the Fed continue to move
away from an accommodative interest-rate posture.

The FHLBNY can assist with mitigating your rising cost of
funds by helping you manage your deposit expense at the
margin. Embarking on deposit pricing strategies tailored
toward lowering your cost of funds and using FHLBNY
funding to backfill deposit outflows could potentially
enable you to lower your overall interest expense. You can

Source: S&P Global Market Intelligence

“The “All In” rate factors in the economic impact of the dividend income associated with the FHLBNY “activity-based” stock purchase requirement for

do this in conjunction with taking action to preserve
rate-sensitive balances by offering CD specials catered
toward maintaining your valued customers.

Take a look at the following table illustrating a money
market deposit account (MMDA) and the potential
outcomes if a member chooses to either lower their rates
or lag their deposit rate increases. In this example, you
can see how FHLBNY advances can be used to backfill
potential deposit runoff. Here the member chose to pay a
1.75% rate on MMDAs instead of paying a prevailing rate
of 2%. Different deposit runoff scenarios are shown — 10%,
20% and 30%. In each scenario a member can achieve
savings by backfilling the potential deposit runoff with
short-term advances (the current 1 week “All In”? advance
rate is 2.47%). Even in an extreme scenario that assumes a
30% runoff of your deposits, you would still be achieving
significant savings. Furthermore, if you are concerned
about the volatility of short-term funding, you could opt
for longer-term funding options to backfill outflow in
some instances and still achieve cost savings.

The example also shows the significant cost of paying up for
those rate sensitive deposits (highlighted). For example, in
the 10% runoff scenario, to retain $7 million of deposits on a
marginal cost basis, a member is effectively paying a yield of
4.25% on those rate sensitive deposits — versus paying 2.47%
using a 1-week FHLBNY advance to fund the outflow.

Continued »

borrowings. Presently our dividend income offsets the economic cost of a short-term and long-term advance by approximately 17 bps and 18 bps, respectively.

FHLBNY MemberAdvantage
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FUNDING EXAMPLE: » CURRENT RATE: 2%
$70M MMDA ACCOUNT » ANNUAL INTEREST EXPENSE: $1.4M

#1: MARGINAL COST OF FUNDS ANALYSIS - SHORT-TERM FHLBNY FUNDING

FUNDING STRATEGY FOR:
» NIM PRESSURE
» RISING COST OF FUNDS

RUNOFF NEW RUNOFF NEW RATE ANNUAL » DEPOSIT PRICING
SCENARIO OUTSTANDING INTEREST EXPENSE
10% $63M $7M 1.75% $1.1M FHLBNY ADVANCES TO CONSIDEI
20% $56M $14M 1.75% $980K .
. N » Fixed-Rate Advance
30% $49M $21M 1.75% $858K (USED IN FUNDING EXAMPLE)
REPLACEMENT RATE: |  TOTAL INTEREST RUNOFF STRATEGY COSTTO . . e
1-WEEK FIXED- | (WITH REPLACEMENT SCENARIO SAVINGS RETAIN » Adjustable Rate Credit (ARC) Advanc S
RATE ADVANCE" FUNDING, ANNUAL) .
» NEW SOFR-Linked ARC
2.47% $1.28M 10% $124.6K 4.25%
2.47% $1.33M 20% $74.2K 3%
2.47% $1.38M 30% $23.8K 2.58%
#2: MARGINAL COST OF FUNDS ANALYSIS - LONG-TERM FHLBNY FUNDING
WHOLESALE REPLACEMENT REPLACEMENT REPLACEMENT TOTAL ANNUAL
$7M 2-YEAR 2.64% $184.8K $1.29M o _ =
$14M 1-YEAR 2.63% $368.2K $1.35M
$21M 1-MONTH 2.50% $525K $1.38M WWW.FHLBNY.COM/BORROWERSGUIDE

Credit Union Members

Credit union members continues to blossom, with 94
credit unions currently in our cooperative. Credit unions
have been a fast-growing sector of our membership
post-financial crisis, looking to the FHLBNY as a reliable
liquidity provider. In recent years, we have also seen credit
union advance usage grow substantially (as shown below).

Credit Union Advance History

among many in our cooperative. Credit union members
have benefited from the capability to leverage their capital
and achieve balance sheet growth using FHLBNY advances.

REDUCE RISK

FHLBNY liquidity gives members the capability to add
different asset classes to their balance sheet mix, and attain
the appropriate funding with the proper duration to
mitigate risk. Liability-sensitive credit unions find term
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Armed with FHLBNY borrowing capacity, credit unions can

$2.58 /W comfortably deploy excess cash and attain greater spread,
528 while relying on the ability to use FHLBNY advances to fund

5158 cash shortfalls should they arise — potentially a more profitable
$18

Credit unions are steadily growing advances and leveraging
their relationship with the FHLBNY for several reasons:

MANAGE INTEREST ON A MARGINAL COST BASIS

Some credit unions have deployed deposit strategies
(similar to the MMDA funding example provided)
designed to lower their overall cost of funds by relying on
FHLBNY liquidity to backfill outflows.

LEVERAGE CAPITAL

The challenging post-crisis operating environment has
pressured NIMs, restricted earnings and capital growth

strategy versus “stockpiling” cash for contingent liquidity.

RESIDENTIAL MORTGAGE LOAN OUTLET

Credit unions are active participants in our Mortgage
Partnership Finance® (MPF®) program. Under MPF, the
FHLBNY purchases qualified residential mortgages from our
members to help them reduce interest rate risk and preserve
liquidity. MPF is a popular among credit unions because
pricing is competitive, members may retain servicing and
they are not beholden to volume commitments.

As credit unions increasingly leverage their relationship
with the cooperative, they are benefitting from strategic
funding to help boost bottom line earnings and capital.

Continued »

"Mortgage Partnership Finance" and "MPF" are registered trademarks of the Federal Home Loan Bank of Chicago.
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LEVERAGE YOUR MEMBERSHIP IN 2019 (CONTINUED)

Community Development
Financial Institutions (CDFls)

Housing Associate Members

CDFIs are an emerging class of members with a mission to
support housing and community development, consistent
with our cooperative. We presently have four CDFI members;
however, interest has been growing and this membership
sector will likely grow in the coming years. CDFIs find
that our liquidity options can assist with funding their
long-term assets while mitigating interest-rate risk.
FHLBNY advances can also be used to help manage
contingent funding needs as they arise.

Since 1993 Housing Associate members have been integral
to the cooperative and have come to rely on our funding for
contingent and strategic liquidity. The missions of our
Housing Associate members also align closely with our
cooperative. In addition to providing funding alternatives,
the FHLBNY is an active investor in various Housing
Associate bond issuances. The increased need for affordable
housing across our district in recent years has also caused
the FHLBNY to experience increased interest from several
Housing Associates on ways they can use FHLBNY funding
to meet strategic objectives and grow their balance sheets.
Popular funding uses for Housing Associates include:

» Short-term Liquidity Management — Housing Associates
can rely on FHLBNY short-term liquidity to meet their
immediate funding needs, affording them with the
flexibility to be strategic in their term-debt issuances.

» Financing Projects — Our funding is often used to help
finance rehabilitative/restorative projects or projects held
in portfolio.

» Letters of Credit — The FHLBNY is a triple-A rated
institution that offers performance letters of credit at
advantageous rates. Housing Associate members often
require letters of credit to secure construction projects.

MEMBER SERVICES DESK:
(212) 441-6600

CONTACT US

Insurance Company Members

Insurance companies are another growing membership
sector within our district. We have 26 insurance company
members that consist of life and health insurers along with
property and casualty insurance companies. Insurance
companies are increasingly seeing the value in FHLBNY
membership. They benefit from low cost and reliable
funding, available in all operating environments without the
costs associated with maintaining a traditional line of credit.
Advance volumes from insurance companies within our
district are substantial, comprising over $21 billion (20.9%)
of our advance portfolio as of September 30, 2018. Funding
uses of our insurance company sector includes the following:

SPREAD BORROWING

Insurers often use FHLBNY liquidity to fund security
purchases or lending programs. This strategy can help
bolster earnings and on-balance sheet liquidity depending
on the asset being funded.

SHORT-TERM LIQUIDITY MANAGEMENT

Insurers also use FHLBNY funding to help manage their
short-term liquidity position, allowing them to be fully
invested while relying on their borrowing capacity to
manage cash fluctuations.

» Interest Rate Risk Management — FHLBNY advances can
be used to help extend liability duration to attain
asset/liability management goals.

» Create Liquidity from Illiquid Assets — Members have
the ability to pledge whole-loan mortgages to the
FHLBNY to obtain strategic and contingent liquidity.

Take advantage of membership and look to your FHLBNY
to provide the strategic and contingent funding solutions
that complement your business goals. Contact us to discuss
how the strategies in this article could perform for you.

RELATIONSHIP MANAGERS:
(212) 441-6700

The information provided by the Federal Home Loan Bank of New York (FHLBNY) in this communication is set forth for informational purposes only. The information should not be construed as an opinion,
recommendation, or solicitation regarding the use of any financial strategy and/or the purchase or sale of any financial instrument. All customers are advised to conduct their own independent due diligence before
making any financial decisions. Please note that the past performance of any FHLBNY service or product should not be viewed as a guarantee of future results. Also, the information presented here and/or the

services or products provided by the FHLBNY may change at any time without notice.

Safe Harbor Statement Under the Private Securities Litigation Reform Act of 1995

This report may contain forward-looking statements within the meaning of the "safe harbor" provisions of the Private Securities Litigation Reform Act of 1995. These statements are based upon our current expectations and
speak only as of the date hereof. These statements may use forward-looking terms, such as "projected,” "expects,” "may," or their negatives or other variations on these terms. The FHLBNY cautions that, by their nature,
forward-looking statements involve risk or uncertainty and that actual results could differ materially from those expressed or implied in these forward-looking statements or could affect the extent to which a particular
objective, projection, estimate, or prediction is realized. These forward-looking statements involve risks and uncertainties including, but not limited to, regulatory and accounting rule adjustments or requirements, changes
in interest rates, changes in projected business volumes, changes in prepayment speeds on mortgage assets, the cost of our funding, changes in our membership profile, the withdrawal of one or more large members,
competitive pressures, shifts in demand for our products, and general economic conditions. We undertake no obligation to revise or update publicly any forward-looking statements for any reason.

101 PARK AVENUE, NEW YORK, NY 10178 | www.fhlbny.com
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