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REPORT FROM THE PRESIDENT
A STRONG PARTNER IN THE NEW YEAR

In 2017, the Federal Home Loan Bank of New York reached several significant
milestones. In the spring, we moved into our new headquarters — an office

space that fosters enhanced collaboration, communication and innovation and

positions us to better serve our members. Over the summer, we reached a

José R. Gonzalez new all-time high for advances — reflective of our ability to meet increased
President and CEO . . .
meessssssms  Member demand in the current operating environment.

In December we awarded our second-highest
amount of Affordable Housing Program grant
dollars — $36.9 million to help create or preserve
nearly 2,900 affordable homes. And throughout
the year, our performance remained strong,
with our cooperative achieving near-record
results for the year. In total, 2017 was an
exemplary year for the FHLBNY.

2017 AHP ROUND RECAP
» $36.9M awarded by the FHLBNY to

benefit 42 affordable housing initiatives — 5 :

T “Our Affordable Housing Program is ceniral fo our mission fo advance housing opportunity
tl:le second-hi ,h‘,eSt amual award amount and local communify development. Affordable housing is the work of many hands, and if has
since the AHP’s inception. been our privilege to support this work through the AHP for more than 25 years."

» Nearly 2,890 affordable housing units - José R. Gonzdlez, FHLBNY President and CEO
created, rehabilitated or preserved — of
which, 2,002 units are dedicated to very
low-income housing.

» $600M+ in housing investments is
anticipated to be leveraged from these
initiatives to help drive community
development.

AHP RECAP SINCE THE PROGRAM'’S
INCEPTION BY CONGRESS IN 1989:

» $5.4B+ in subsidy awards across the
nation (11 Federal Home Loan Banks)

» $580M+ within the FHLBNY district to
support 1,530 projects that helped to
create or preserve nearly 70,000 affordable
housing units, generating an estimated
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AHP MEMBER AWARDEES & COMMUNITIES
TO BENEFIT FROM 2017 ROUND

Over 30 communities across our district will benefit from the
collaborative efforts of the following FHLBNY member-lenders and
their housing and development partners.

MEMBER AWARDEES

1st Colonial Community Bank
Atlantic Stewardship Bank
Banco Popular de Puerto Rico
Citibank, N.A.

Evans Bank, N.A.

First Bank

Flushing Bank

Fulton Bank of New Jersey
Generations Bank

Glens Falls NB and Trust Company
HSBC Bank USA

Investors Bank

Mé&T Bank

NBT Bank, N.A.

PCSB Bank

RSI Bank

Steuben Trust Company
Syracuse Cooperative FCU
Valley National Bank

NEW JERSEY COMMUNITIES

Asbury Park
Cape May
Cherry Hill

East Orange
Edison
Gibbsboro
Highland Park
Highlands
Keansburg
Monmouth Junction
Newark

North Brunswick

ﬁh I RSS Feed
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North Caldwell
Trenton
Westfield

NEW YORK COMMUNITIES

Albany

Bronx

Buffalo
Cayuga
Cicero
Hamburg
Hogansburg
Hornell
Sleepy Hollow
Syracuse
Utica

Village of Freeport
Weedsport
Youngstown

PUERTO RICO &
U.S. VIRGIN ISLANDS

San Juan
St. Croix

DELAWARE, PENNSYLVANIA
& WISCONSIN COMMUNITIES

Claymont
Frederica
Altoona
Philadelphia
Pleasant Prairie

NEWS

WELCOME NEW MEMBERS

Since our last edition, three members joined the FHLBNY cooperative:

» Hudson River Community Credit Union

Stay up to date with
FHLBNY news by
subscribing to our
news feed using this
RSS feed button on
our homepage.

» Stratford Insurance Company

» Tudor Insurance Company

VISIT “NEWS & EVENTS” ON OUR WEBSITE

Here you can find updates on the upcoming industry trade events where
the FHLBNY will be in attendance, as well as any business events the
FHLBNY hosts. We look forward to connecting with you in person.

Report from the President | News

But for all these milestones, no one event,
action or achievement defined the year for our
cooperative. Instead, 2017 was defined by the
constant themes in all of these milestones: the
stability and reliability of the FHLBNY. This is
the hallmark of our cooperative. Our stability
and reliability not only drove our performance
in 2017, but positions us to continue to achieve
success in 2018, together with our members.

The environment in which we operated in
2017 presented challenges, opportunities and
uncertainties. And yet our cooperative and
our members thrived. The year ahead will
present its own challenges, but just as our
members remain stable partners for your
customers and communities, so too shall will
remain your trusted partner. In the following
pages, we offer strategies and suggestions for
how you can best partner with the FHLBNY in
the New Year to ensure that 2018 is another
strong year for our membership. As we enter
2018, I am certain that our stable and trusted
partnership will continue to benefit our
institutions, our customers and the communities
we all support. I thank you for your business,
and look forward to building on our
momentum in 2018.

Sincerely,
José R. Gonzalez
President and Chief Executive Officer

Linked[T}.

FOLLOW THE
FHLBNY TO SEE
HOW WE'RE
CONNECTING
TO COMMUNITIES



http://www.fhlbny.com/index.aspx
http://www.fhlbny.com/news-events/events.aspx
https://www.linkedin.com/company/federal-home-loan-bank-of-new-york/?trk=top_nav_home

FHLBNY SOLUTIONS

PARTNERING WITH YOUR FHLBNY IN THE NEW YEAR

The interest rate environment was challenging for our members in 2017 as short-term rates rose with only modest
changes to long-term rates, leading to a flatter yield curve and additional pressure on net interest margins (NIMs).
Looking at the following Historical Treasury Yield Curve chart, you can see that the current curve is significantly flatter
when compared to 2016 and previous years, and is poised to potentially be even flatter in 2018.

Historical US Treasury Yield Curves
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Data source: Bloomberg 2017.

On the positive side, our members generally
experienced solid loan demand in 2017.
Additionally, members in general were able
to maintain good profitability in 2017,
largely due to “holding the line” on their
deposits rates. However, achieving deposit
growth commensurate with asset growth
still has its challenges. Considering the
potential of an even flatter yield curve in the
New Year, and mounting consumer pressure
to raise deposit rates, 2018 could potentially
be a challenging year.

There has been persistent pressure on the
long-end of the curve. Looking back over the
past several years, the benchmark 10-Year
Treasury has been trading within a tight band,
hitting a five-year low of 1.37% in mid-July of
2016, then climbing to a recent high of 2.61%
in mid-March of 2017 and reverting to the
current level of 2.41% as of December 31, 2017.
The average yield on the 10-Year Treasury for
2017 was 2.33%, or just 21 basis points over
the average of the previous five years. Some
members are optimistic that the curve will
steepen upon the economy improving and as
the Fed starts to unwind their balance sheet.
Others are concerned that rising short-term
rates could potentially lead to a yield-curve
inversion should long-term rates remain
relatively static.

GET AHEAD OF DEPOSIT PRESSURE

We are all aware of the significant competition
from large banks (assets > $50 billion) to capture
retail deposits, due largely to the requirement
to comply with the Liquidity Coverage Ratio,
an interagency liquidity standard that addresses
on-balance sheet liquidity requirements over a
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MEMBERS,
YOU'RE

INVITED TO
HOST YOUR
MEETING AT
THE FHLBNY

Our corporate
headquarters can be
used as a resource
to host your next
business meeting.
We can customize
an educational
segment for your
meeting to discuss
growth strategies.

WHY MEET AT
THE FHLBNY

(o)

Location

@)

Flexible Meeting
Spaces

is

State-of-the-art
Technology

Comfortable
Atmosphere

Q)

FHLBNY Education
Programs

Visit fhlbny.com/
members/education
-programs for more
info, and contact a

Calling Officer to

schedule your
meeting at
(212) 441-6700.

30-day stress scenario. Retail deposits are
highly desirable because they receive the
most positive treatment for this measure.
As a result, the deposit bases of smaller
institutions are under stress.

Large institutions often have the bandwidth to
offer strong electronic delivery systems and/or
attract retail deposits by “paying up” for these
deposits. Members that are “holding the line”
on deposit rates have benefitted from consumer
indifference in the post-crisis, low-rate
environment. However, indifference could
soon change if short-term rates get up to the
1.50% plus levels. Technology has advanced
dramatically since the last series of Fed rate
hikes we experienced pre-crisis. With a rising
rate environment, the speed of transfer of
funds could surprise us all. Are you prepared
for the potential rapid outflow of funds once
rates hit the inflection point where consumers
are no longer indifferent and move deposits to
seek higher returns?

To get in front of this move, some members
have made enhancements to their delivery
systems, conducted “careful” branching and/
or are raising rates on deposits. Although
steps such as these could further exacerbate
earnings pressure in 2018, the alternative
could compromise both your liquidity and
interest- rate risk positions. Other members
have sharpened their deposit “tiering”
practices, ensuring they pay appropriate
rates that will help retain large rate-sensitive
deposits, while “holding the line” on smaller,
less rate-sensitive balances.

BALANCE SHEET GROWTH
CONSIDERATIONS FOR THE NEW YEAR

With members facing a flattening yield curve
and a potential higher cost of funds going into
2018, some members may seek balance sheet
growth to mitigate the impact of further NIM
compression in the New Year. Depending on
their interest rate risk position, members may

want to add longer-term loans and/or
securities to obtain income that can offset a
reduction in earnings. While most members
will likely benefit from rising long-term rates,
that scenario has proved to be elusive post
crisis, and not guaranteed going forward.
With rising cost of funds, layering in
additional assets could help you preserve
your earnings now, while you await a more
profitable environment with a steeper yield
curve and normalized NIMs.

MANAGE MUNICIPAL DEPOSITS WITH
MUNICIPAL LETTERS OF CREDIT (MULOCS)

As large banking organizations focus on retail
deposits and shed “non-operating” deposit
businesses, many of our smaller commercial
banks have benefitted by growth in their
deposit relationships with municipalities. In
this regard, the FHLBNY enables members to
collateralize their municipal deposits through
its MULOC product. The MULOC is a unique
instrument that allows an institution to use
whole-loan mortgage collateral to secure
municipal deposits, instead of encumbering
liquid security investments. MULOCs enable
members to use municipal deposits to fund
lending in their communities, instead of
“locking up” those funds in security collateral.

LOCK IN SPREAD WITH LONG-TERM
FHLBNY ADVANCES

Depending on your institution’s rate outlook
and interest rate risk position, you may want to
preserve and “lock in” spread by using medium
to long-term FHLBNY advances. With the
Fed Funds rate now at 1.50% as of year-end
2017, today’s cost to extend borrowings to a
3- or a 5-year advance from a short-term
borrowing will only cost an additional 84 and
108 basis points, respectively (assuming term
rates remain static). The curve is currently flat
and now could be the time to lock in spread
for a duration of time until we emerge into
continued»
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another rate cycle.
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http://www.fhlbny.com/members/our-headquarters.aspx

FHLBNY SOLUTIONS

PARTNERING WITH YOUR FHLBNY IN THE NEW YEAR (CONTINUED)

In addition, consider adding symmetry to
your term Fixed-Rate Advances for an extra
2 basis points. In a rising rate environment,
our Symmetrical Prepayment Advance (SPA)
feature could allow a Fixed-Rate Advance to
incur an unrealized gain that can be monetized,
serving as an offset to unrealized losses that
would occur in your fixed-rate security
portfolios. If you no longer require term
funding and your SPA is “in the money,” you
can simply unwind and harvest the gain.
The following table outlines some specifics
with respect to the SPA feature.

SPA FEATURE

» Terms: 1 to 30 Years
Dictated by Fixed-Rate Advance product parameters

» Minimum Transaction Size: $3 Million

» Minimum Partial Prepayment Size: $3 Million

CHECK YOUR COLLATERAL POSITION

Members must have sufficient collateral
pledged in order to secure borrowings from
the FHLBNY. Pledging whole-loan mortgages
is a cornerstone of our business model, and it
is critical, especially at this time, to have ample
collateral pledged in the event you need to
borrow. Additionally, regulators have been
focused on ensuring that lenders have
adequate on-balance sheet liquidity, so keeping
securities unencumbered has increasingly
become more important.

Explore eligible collateral categories with your
Calling Officer who can assist you in evaluating
your balance sheet to help determine ways to
expand your borrowing capabilities. We stand
ready and look forward to serving your needs
in 2018 and growing our business relationship.

CHECK OUT

THE COLLATERAL
GUIDE AT
FHLBNY.COM/
COLLATERAL

The guide offers an
overview of how to
identify, submit and
report eligible
collateral, and the
valuation of
submissions.

Questions regarding
lendable value?

Contact your
Calling Officer at
(212) 441-6700
or our Member
Services Desk at
(212) 441-6600.

CHANGES TO ENHANCE MEMBERSHIP VALUE

Capital Plan Revisions

The FHLBNY’s Capital Plan is
continuously evaluated to protect
the cooperative. A 17% reduction in
the Membership Stock Purchase
Requirement (MSPR) went into
effect on August 1, 2017. Now the
capital that members are required to
hold as owners of the cooperative is
the greater of $1000 or 12.5 basis
points of Mortgage-related Assets
(previously 15 basis points).

Collateral & “Haircuts”

The “haircut” for pledging Private
Label CMBS as collateral was
recently decreased from 21% down
to 15%, increasing the lendable value

S

for these assets. Pledged collateral is
marked-to-market, and a “haircut” is
applied to arrive at a member’s
borrowing potential.

As a reminder, 1st and 2nd lien home
equity line of credit loans are eligible
to be pledged as collateral, in
addition to eligible whole-loan
mortgage collateral and securities.

2018 Fee Schedules &
Overnight Advance Transactions

All Credit, Collateral and
Correspondent Services Fees will
remain the same for 2018. The
FHLBNY'’s Fee schedules can be
accessed by signing on to 1Link*™ (our
internet banking portal) and clicking

on the 'Manuals and Guides'. And did
you know that when you request an
Overnight Advance by calling the
Member Services Desk you receive
the same low rate as processing this
transaction on 1Link?

1Links™ | 1LinkSK*" Upgrade

The signing process for 1Link
transactions will be updated during
the first quarter of 2018 to further
enhance the security and sustainability
of our portal. The update will impact
the signing process for 1Link Wires,
Book Transfers and Advance
transactions. Be on the lookout for
instructions regarding the upgrade in
the coming weeks.

FHLBNY Solutions | Changes to Enhance Membership Value
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FHLBNY SOLUTIONS

CONSIDER THE ECONOMIC IMPACT OF OUR DIVIDEND

Members may wish to keep in mind the the “all-in” rate to 1.38% — or approximately I
potential economic benefit of the FHLBNY’s 18 basis points less than the coupon rate. FHLBNY DIVIDEND
dividend, which, depending on the advance SNAPSHOT
term, can substantially lower the “all-in” As illustrated in the example below, the Quarter | Rate
borrowing cost of an advance. The FHLBNY economic impact of our activity-based capital 3Q17 | 6.00%
has an activity-based capital stock requirement stock can be determined by comparing an 2Q17 | 5.50%
equal to 4.5% of its outstanding advances. alternative investment yield to that of our 1Q17 | 5.00%
The performance of our capital stock has dividend. Assuming you can receive an 4016 | 5.65%
been historically strong, and has benefitted alternative short-term investment yield 3Q16 | 5.00%
members by offsetting or lowering the equivalent to the cost of the advance (1.56% 2016 | 4.75%
“all-in” cost of the advance. in this case), the positive spread created by 1Q 16 | 4.50%

the yield of our stock dividend effectively 1015 | 4.65%
For example, if your institution borrows a one-  lowers the overall cost of the transaction, and 3Q15 | 410%
week advance for $1 million at 1.56%, with a quite substantially in the shorter tenors. For 2015 | 4.10%
capital stock requirement of $45,000 (with a longer-term advances the dividend would 1Q15 | 4.10%
dividend yield assumption of 6.00%), the net impact the borrowing cost to a lesser degree; 4014 | 4.60%
income from the activity-based stock purchase =~ however, a significant benefit would remain 3Q14 | 4.05%
would effectively reduce the interest expense making the “all-in” borrowing cost lower 2Q14 | 4.05%
of this trade by $38.32, or effectively lowering than the regular posted rate. 1Q 14 | 3.90%

EXAMPLE: THE "ALL-IN" BORROWING RATE

Principal |

$1,000,000.00

Required Stock (4.5% of Advance) |

$45,000.00

Comparable Investment Rate

1.56%

FHLBNY Advance Rate |

Most Recent Dividend Rate

1.56%

6.00%
Interest on Comp. Investment (3)

Interest Cost on Advance (1)
$303.33

Interest Earned on FHLBNY Stock (2)

$51.78
Net Benefit from FHLBNY

Stock Purchase (4 = 2-3)

$13.46

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

Total “All-In” Rate: 1.38% | Economic Impact of Dividend: 0.18%

$38.32
Total Interest Cost (1-4)

$265.02

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:

Have suggestions for a future topic? E-mail your thoughts to fhibny@fhlbny.com.
Visit our Member Resource Center for more funding solutions articles: fhlbny.com/members/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.

101 PARK AVENUE, NEW YORK, NY 10178 | T: 212.441.6700 | www.fhlbny.com
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http://www.fhlbny.com/members/resource-center/index.aspx
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