"Federal Home Loan Bank M emb e rA

NEW YORK

FIRST QUARTER 2016

REPORT FROM THE PRESIDENT
MEETING OUR MISSION

Our mission is to advance housing opportunity and local community development by
supporting members in serving their markets. We achieve this mainly through the daily
availability of our advances. But ours is a diverse membership, focused on meeting the
needs of customers and communities across our District. That is why we offer a whole
suite of products to help our members meet these ever-changing needs. Whether it is a
First Home Club®™ grant creating new homeowners in upstate New York or Affordable
José R. Gonzdlez  Housing Program funds helping to keep senior housing in southern New Jersey, our vast

President and CEO . L. .
S product offerings help us meet our mission on a number of different fronts.
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of the U.S. Virgin Islands. Our ability to expand our L/C product to

the Caribbean reflects the strength of our
This represents the first Letter of Credit (L/C)

cooperative. This strength was also on display
of its kind that our cooperative has provided

last month when we announced our fourth
in the U.S. Virgin Islands, and is the result of an

October 2015 bill which amended U.S. Virgin
Islands law. The new legislation provides that

quarter and full-year 2015 results.

] e In the fourth quarter of 2015, we earned
a depository banking institution may use an $168.4 million in net income, an increase of

FHLBNY L/C to secure government deposits. $91.4 million from the fourth quarter of 2014.

Previously, collateral to secure government
deposits in the U.S. Virgin Islands had been
limited primarily to U.S. government and
agency securities, including Federal Home
Loan Bank obligations. As is well documented
in New York and New Jersey, an FHLBNY
Municipal L/C (MULOC) is far easier to
administer for both the member bank and the
government. This change in the law will allow
our Caribbean members to more efficiently
manage their balance sheets for optimal returns
by deploying less liquid mortgage loans as

collateral for the issuance of the FHLBNY’s 6690-3/10T AN “HOX MaN
L/C to collateralize municipal deposits. obemten ANUIAY e 10T
SSV10 1Sl SIOK MO JO Jueg UeO SWOL] [eI9Pa]

101 PARK AVENUE, NEW YORK, NY 10178-0599 | T: 212.441.6700 | F: 212.949.0231 | www.fhlbny.com




WELCOME
NEW MEMBERS

Since our last edition, the
FHLBNY has welcomed
eight members into our
cooperative:

» ARBC Insurance
Company, LLC

» Cantor Real Estate
Insurance Company,
LLC

» Nassau Educators
Federal Credit Union

» Palisades Federal Credit
Union

» Quontic Bank

» Selective Insurance
Company of America

» Selective Insurance
Company of New York

» Teachers Insurance and
Annuity Association
of America

For all of 2015, we earned $414.8 million, an
increase of $99.9 million from 2014. The
increase in income for both periods was due
mainly to significant member prepayment
activity during the fourth quarter, although
our cooperative also performed very well
through the first three quarters of the year.
As the regulatory and competitive
environment changed throughout 2015, we
began to see members restructuring their
balance sheets, thereby creating more
prepayment activity in advances, which was
reflected in the significant increase in net
income during the fourth quarter.

Our strong performance in 2015 was
matched by strong demand for advances,
and we finished the year with $93.9 billion in
advances out to our members. Our success
last year will aid our community efforts this
year: for 2015, we allocated $46.2 million from
our earnings for the FHLBNY’s Affordable
Housing Program funds that will benefit our
2016 grants.

FHLBNY DECLARES FOURTH QUARTER
DIVIDEND OF 4.65%

On February 18, your Board of Directors
approved a dividend for the fourth quarter of
2015 of 4.65% (annualized). We continue to
provide a reasonable dividend to our members,
totaling more than $225 million from 2015 net
income. A fair and reliable dividend is another
way in which we deliver member value.

As we continue to move through 2016, our
focus on enhancing this value will not waver,
and all of us look forward to continuing to
deliver that value to you.

Sincerely,

José R. Gonzalez
President and Chief Executive Officer

The FHLBNY’s Financial Performance Has Been Strong. Financial Results Highlights:

December 31,2015 | December 31,2014 | December 31,2013 | December 31,2012
Period End Balances
Advances $93,874 $98,797 $90,765 $75,888
MBS Investments 14,065 13,552 13,373 12,620
Mortgage Loans 2,524 2,129 1,928 1,843
Total Assets 123,248 132,825 128,333 102,989
Consolidated Obligations 114,576 123,580 119,146 94,564
Retained Earnings 1,270 1,083 999 894
Capital Stock 5,585 5,580 5,571 4,797
Net Interest Income $554 $444 $421 $467
Operating Expenses 103 86 83 83
Net Income 415 315 305 361
Dividend Rate* 4.22% 4.19% 4.12% 4.63%
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Notes: All $ millions. *Dividends paid during calendar year.



FHLBNY SOLUTIONS

CONSIDERATIONS AFTER THE FIRST FEDERAL RESERVE RATE HIKE

One common theme heard over the years
from FHLBNY members is that being highly
asset sensitive and ideally poised for a rise in
rates is a low risk strategy. However, we
have experienced a rate environment that has
left asset-sensitive members exposed to asset
re-pricing, net interest margin (NIM)
compression and earnings deterioration.
Those members with excess unleveraged
capital have forgone significant earnings
during a time when NIMs were under severe
pressure and regulatory and operating
expenses were rising. The fact is, some
members still have significant exposure to
static and declining rates, and still suffer from
marginal earnings and low capital growth.
Are you willing to forgo earnings and suffer
from marginal capital growth because you are
still waiting on a substantial rise in rates?

The Treasury yield curve has experienced
different degrees of steepness through the past
several years, but, as you can see in the
following chart, today’s yield curve is at its
flattest since 2012. Weak domestic growth and
global economic uncertainty (marked by
negative rates abroad) has caused significant
pressure on the long end of the yield curve.
With one Federal Reserve rate hike in
December 2015 now behind us, and the Fed
Funds Futures indicating there will be only
one additional rate hike at year-end (68%
probability), it appears that 2016 will feature
more of the same — rates hovering at historic
lows, a flat yield curve and continued pressure
on margins and capital growth.

MANAGING YOUR BALANCE SHEET FOR
MULTIPLE RATE SCENARIOS

Positioning your balance sheet for multiple
interest rate scenarios is a prudent approach
that mitigates over exposure to any one interest
rate scenario. At this point in the interest rate
cycle, it appears that most members will
welcome rising rates so they can reinvest cash
flows “up the curve” at higher yields. For
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those members that are asset sensitive, rising
rates will drive up earnings. However, over
the past few years, significant asset sensitivity
has created exposure to a drop in rates,
causing members to not realize their full
earnings potential.

Consider the following solutions to position
your balance sheet in this current interest
rate environment.

Deploy Excess Cash

Maintaining significant excess cash reserves
can be very costly. A few years ago the
American Bankers Association published an
article that estimated the cost for a bank to
open a transaction deposit account ranged
from $150 to $200, and the yearly expense to
maintain these accounts was between $250
and $300. If a bank has $50 million in excess
liquidity at the Fed earning 50 basis points,
they would earn $250,000 annually. Let us
assume the average transaction account is 3

FHLBNY Solutions




$5,000 and 10,000 accounts comprise the $50
million. If conservatively, the cost per account,
per annum is $250 (statements, administrative
costs, regulatory costs, advertising, technology,
overhead, etc.), the non-interest expense
associated with these funds would be $2.5
million, and would result in a “negative carry”
of $2.25 million. The cost to open accounts
would drive the negative carry even further
(and account acquisitions were not included
in this analysis).

With ample FHLBNY liquidity, a

member does not have fo live within
the confines of its deposit base, but
rather within their capital capabilities.

FHLBNY
WORKSHOPS

Could your institution
benefit from a financial
planning workshop?

We often design
custom education
programs for members
to help maximize
profitability.

Contact your Calling
Officer to learn more
and to discuss your
specific needs at
(212) 441-6700.
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Investing excess cash can be a first step in
potentially putting your institution in a more
matched position and can assist with bolstering
earnings and achieving capital growth in static
and declining rate scenarios.

Utilize Capital

Continuously rising operational expenses and
significant pressure on NIMs have caused
many members to rely on FHLBNY liquidity
to help grow their balance sheets and bolster
return on equity. With ample FHLBNY
liquidity, a member does not have to live
within the confines of its deposit base, but
rather within their capital capabilities. Each
member has different risk tolerance levels;
however, if your institution is very asset
sensitive, you may want to consider
deploying your capital and investing in assets
that would bring your institution's balance
sheet to a more "matched" position.

Optimize Deposit Pricing

Members can test the elasticity of their
deposit base with the confidence of knowing

that FHLBNY funding is available to “back
fill” any resulting funding shortfalls. Many
members are able to achieve savings and boost
margins by working their deposit base with
price-tiering strategies. Additionally, the
marginal cost of embarking on a deposit-
raising campaign is often much higher versus
borrowing from the FHLBNY. The FHLBNY
has hosted several strategic financial planning
workshops in the past that spotlight deposit
design and pricing strategies — sessions to
help members maximize net interest income.
If your institution is interested, please contact
your Calling Officer.

Capitalize on Liquidity

The FHLBNY has a variety of term products
to assist with match funding assets that can
help your institution profitably deploy capital
while maintaining your desired interest-rate
risk profile. The following are select FHLBNY
products to consider when electing to fund
long-term assets.

» Fixed-Rate and Amortizing Advances
Some mortgage lenders often retain a
significant portion of long-term, fixed-rate
mortgage production on their balance
sheet. These liability-sensitive members
can elect to reduce funding mismatches
and manage interest rate risk by using
term Fixed-Rate Advances where they
execute “laddered” strategies using a
mixture of short- and long-term advances,
and fund to the average life of the
underlying mortgage pool. Other
members choose to fund mortgages and
mortgage pools with Amortizing
Advances as a funding solution.

» Callable Advances
This product allows members to extinguish
their advance, in whole or in part, after a
pre-determined lockout period either on a
one-time or quarterly basis. Members can



TLINKSK™ SAVINGS ADVANTAGE

We are striving toward full membership
participation in 1LinkSK*™ Self Service for
members by year-end. 1LinkSK Self Service
continues to offer members discounted fees
for transacting online.

Effective April 1, 2016, the FHLBNY is
implementing a $5 increase to our
Safekeeping Services fees for Purchases/Sales
submitted by fax/e-mail as they require
manual processing.

Updated Fees for Purchases/Sales by
Fax/E-mail:

» Book Entry (FED/DTC): $25 per transaction
» All Physicals: $40 per transaction

Additional fee changes for trades submitted
via fax/e-mail are anticipated in the third
quarter of 2016, which will be communicated
prior. We encourage you to utilize 1LinkSK
for all of your Safekeeping needs to save on
trade fees related to manual processing by
contacting our Custody and Pledging Services
team at (800) 546-5101. If you have any
questions about Safekeeping fees, please
contact your Calling Officer at (212) 441-6700.

FHLBNY SOLUTIONS

ADVANCE REBATE PROGRAM

The FHLBNY recently announced an advance
Rebate Program that represents a new
enhancement to our current advance
prepayment methodology. Under the program
the FHLBNY will provide members with a cash
rebate on a portion of the fees paid relating to
the early extinguishment of eligible advances
when new eligible advances are obtained within
30 calendar days. To receive the cash rebate, the
prepaid advance(s) must have a remaining term
of one year or longer, and new advance(s) must
have a term of six months or longer.

View Bulletin 021 on our website for eligibility
requirements and more information.

Linked[T}].

FOLLOW US TO SEE HOW WE'RE
CONNECTING TO COMMUNITIES
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CONSIDERATIONS AFTER THE FIRST
FEDERAL RESERVE RATE HIKE (continued)

»

extinguish “out of the money” advances
after the lockout, or they may opt to
extinguish in part should prepayments on
mortgages be greater than anticipated.
Callable Advances can be used to fund the
“tail” of a mortgage pool should the
underlying mortgages experience extension
(if not, it can be extinguished). Should
rates remain static, members can extinguish
the Callable Advance and rebook either a
new Fixed-Rate or new Callable Advance
and achieve savings on the new coupon. If
your balance sheet mix changes and you no
longer need term funding, you may simply
extinguish the advance at no cost.

Adjustable Rate Credit (ARC) Advance
This product offers an adjustable rate tied
to either 1-month or 3-month LIBOR, and
you can add an embedded rate cap to help
limit exposure to rising rates. The ARC
Advance with a cap enables members to
add term floating-rate funding to the
balance sheet, with the benefit of a low
initial coupon rate and the protection of a
cap (which allows the member to lock in a
maximum rate should short-term rates
increase). The embedded cap can be
particularly helpful in mitigating Economic
Value of Equity at Risk, as this advance
becomes “in the money” when running
upward regulatory shock scenarios.

Leveraging your relationship with the

FHLBNY can be a critical component to

thriving in this difficult operating

environment. The FHLBNY is here to assist

with all of your funding and hedging needs.

Our products can help with mitigating risk,

maximizing earnings, and positioning your

balance sheet for success at different points in

the interest rate cycle. All funding solutions

discussed in this article should be carefully

considered. If you have any questions, please
contact your Calling Officer at (212) 441-6700.

FHLBNY Solutions | News & Updates

UPCOMING
INDUSTRY EVENTS

The FHLBNY will be
attending the following
industry events where
we look forward to
seeing you. Updates are
posted on our website.

» April 6
New Jersey Bankers
Association (NJBankers) -
Women in Banking
Conference
Somerset, NJ

»

April 6 - 8

New York State
Government Finance
Officers Association -
37" Annual Conference
Albany, NY

M

April 13

NJBankers - Annamae
Baerenbach Memorial
28" Annual Lending
Conference

Monroe Township, NJ

» May 11-16
NJBankers - 112"
Annual Conference
Scottsdale, AZ




FHLBNY SOLUTIONS

HAVE YOU CONSIDERED THE ECONOMIC IMPACT OF YOUR DIVIDEND?

—
FHLBNY DIVIDEND
SNAPSHOT

Quarter | Rate
Q415 | 4.65%
Q315 | 4.10%
Q215 | 4.10%
Q115 | 4.10%
Q414 | 4.60%
Q314 | 4.05%
Q214 | 4.05%
Q114 | 3.90%
Q413 | 4.75%
Q313 | 4.00%
Q213 | 4.00%
Q113 | 4.00%
Q412 | 4.50%
Q312 | 4.50%
Q212 | 4.50%
Q112 | 4.50%

Members may wish to keep in mind the
potential economic benefit of the FHLBNY's
dividend, which, depending on the advance
term, can substantially lower the “all-in”
borrowing cost of an advance. The FHLBNY
has an activity-based capital stock requirement
equal to 4.5% of its outstanding advances.
The performance of our capital stock has
been historically strong, and has benefitted
members by offsetting or lowering the “all-in”
cost of the advance. For example, if your
institution borrows a one-week advance for
$1 million at 60 basis points, with a capital
stock requirement of $45,000 (with a dividend
yield assumption of 4.65%), the net income
from the activity-based stock purchase would
effectively reduce the interest expense of this
trade by $40.13, or effectively lowering the
“all-in” rate to 43 basis points — 17 basis points
less than the coupon rate.

As illustrated in the example below, the
economic impact of our activity-based capital
stock can be determined by comparing an
alternative investment yield to that of our
dividend. Assuming you can receive an
alternative short-term investment yield
equivalent to the cost of the advance (60 basis
points in this case), the positive spread created
by the yield of our stock dividend effectively
lowers the overall cost of the transaction, and
quite substantially in the shorter tenors. For
longer-term advances the dividend would
impact the borrowing cost to a lesser degree;
however, a benefit would remain and the
“all-in” borrowing rate would be lower than
the regular posted rate.

Principal

Example: the "All-In" Borrowing Rate

| FHLBNY Advance Rate

$1,000,000.00

Required Stock (4.5% of Advance) |

$45,000.00

Comparable Investment Rate

Most Recent Dividend Rate

Interest on Comp. Investment (3)

Interest Cost on Advance (1)
$116.67
Interest Earned on FHLBNY Stock (2)

Net Benefit from FHLBNY
Stock Purchase (4 = 2-3)

Terms used in example: Days fo Maturity (7) | Advance Day Count (360) | Investment Day Count (365)

Total “All-In” Rate: 0.426% | Economic Impact of Dividend: 0.17%

Total Interest Cost (1-4)

Please note: Although FHLBNY capital stock has been high-performing and has had a very competitive dividend rate for an extended period of time, the dividend rate is
not guaranteed, and as such, it may fluctuate throughout the life of the advance. The economic impact of the stock dividend will vary based on the actual dividend rate.

FEEDBACK WELCOME

We welcome your feedback and suggestions for future topics. E-mail your thoughts to thibnv@fhlbny.com.
Remember you can also find more funding solutions articles on our website under the Members tab, Resource Center.

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.
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