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REPORT FROM THE PRESIDENT

OPPORTUNITIES FOR GROWTH
Last month, I had the honor of speaking at both the NJBankers” Senior Management

Conference and the Independent Bankers Association of New York State’s Annual
Convention. These two organizations are vital to community banking in New

Jersey and New York, and their annual gatherings provide important platforms to

exchange ideas, discuss key industry issues and develop the strategies that keep

José R. Gonzalez
President and CEO
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opportunity to present at these events, as we believe they allow us another way in which to engage

local lending thriving across the region. Our team always appreciates the

our members to ensure that they are getting the most value out of their FHLBNY membership.

The daily availability of our advances is the On Sepfember 28, we made S 1 bl”lon in
greatest value of membership in our cooperative. . . . .

We are able to provide our members with the Disaster Relief Fundin g avai lable to our
liquidity they need to optimize their balance members to help rebuild communities

sheets, build their infrastructure and achieve . i i

their strategic goals. The benefits of this support in FEMA-desi gn ated disaster areas..:
can be found within this newsletter, as we

discuss how members can navigate through across our region. But most recently, we have

the challenges presented by reduced deposit seen it in our Disaster Relief Funding, which

growth, increased competition from traditional our members can put to use to support recovery

and non-traditional sources, enhancements in  efforts in those very same communities following

technology and shifting demographics to find the devastating effects of hurricanes Harvey,

opportunities for growth. Irma and Maria.

DISASTER RELIEF

We are here to help our members facilitate their
business plan and strategic objectives, leveraging
FHLBNY membership so that we are able to
achieve success together. Membership in our
cooperative also allows us to work with our
members to ensure that others are able to
succeed, in a more immediate and direct manner.
We see this in our Affordable Housing Programs,
which support the creation of quality housing for

those who need it most, benefitting communities
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2017 DIRECTOR
ELECTIONS

Ballots must be

received at the
FHLBNY by

5:00 p.m. ET on
November 6, 2017.

WELCOME

NEW MEMBERS
Since our last
edition, the FHLBNY
has welcomed five
members into our
cooperative:

» Horizon

Healthcare
Services, Inc.

» Kingstone
Insurance
Company

» New Jersey
Manufacturers
Insurance Co.

» Nova UA Federal
Credit Union

» Western World
Insurance
Company

Linked[T}).

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

2/ LIRSS Feed

SUBSCRIBE
TODAY

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

On September 28, we made $1 billion in
Disaster Relief Funding available to our
members to help rebuild communities in
FEMA-designated disaster areas in Puerto
Rico, the U.S. Virgin Islands, Florida, Texas
and the Southeast. These funds are available
through our Community Lending Programs
(CLP) to be used as both immediate gap
financing and longer-term funding to
restore homes and businesses.

The $1 billion CLP commitment can be used for
any residential lending activity for households
whose incomes are at or below 115 percent of
the area median income, as well as small
business and economic development lending
in FEMA-designated disaster areas, and bridge
financing. These low-cost loans can be used by
the FHLBNY’s member-lenders to support
critical disaster relief financial activities, and
meet the short-, medium-, and long-term
funding needs of affected communities.

In any natural disaster, the local lender is key to
relief and rebuilding efforts. The damage done
by three powerful storms arriving virtually on
top of each other is unprecedented. But our
response has precedents: in 2011 and again in
2012, when Hurricane Irene and Superstorm
Sandy battered our District, we made Disaster
Relief Funding available. In 2012, our members
accessed more than $950 million in funding to
help rebuild after these storms. The recovery,
especially in Puerto Rico and the U.S. Virgin
Islands, will take time and significant effort, but
these communities are resilient and this recovery
will be achieved. The $1 billion in funding will
help our members — the local lenders serving
the affected communities — make a positive
impact on relief, recovery and rebuilding efforts.

In addition to making this funding available,
the FHLBNY has donated $1 million to a
number of charities on the ground in Puerto
Rico and the U.S. Virgin Islands — part of the
Federal Home Loan Bank System’s broad
response to the recent storms. If your
institution is interested in supporting this
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effort, as well, please contact Adam Goldstein
( ) or Eric Amig
( ) for more information.

BOARD ELECTION UPDATE

The decisions involved in responding to
these storms were supported by our Board
of Directors. Ours is an active and involved
Board, tasked with representing the needs of
our members and the communities we serve.
And now our Board is complete, as Angela
Weyne, former Commissioner of Insurance for
the Commonwealth of Puerto Rico, recently
joined as an Independent Director, filling the
seat left vacant by the passing of our Director
and friend, Caren Franzini, earlier this year.

Earlier this month, the 2017 Director
Election ballots were sent to all eligible
member institutions. Your responses are due
by 5:00 p.m. ET on Monday, November 6.
Our Board is vital to the success of our
franchise, which is why it is in turn vital for
our members to participate in our annual
election process, and I encourage you all to
do so. Whether positioning our members for
long-term success, or working alongside
them to provide immediate assistance to our
communities, our Board and management
team constantly strive to ensure that the
FHLBNY is best-positioned to serve as a
reliable partner to our members.

Sincerely,
José R. Gonzalez
President and Chief Executive Officer

|
FHLBNY 2017 STOCKHOLDERS’ MEETING

We would like to thank our members that joined
us on October 2" at The Yale Club of NYC for
our financial and business update dinner.
We look forward to continuing this program.
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FHLBNY SOLUTIONS

CHALLENGES & OPPORTUNITIES AMID A RAPIDLY EVOLVING BUSINESS LANDSCAPE

New industry-altering technologies and evolving consumer demographics, coupled with a difficult operating environment,

are impacting our business landscape. Driver for growth and innovation, competition for retail deposits is a growing

concern, and regulation continues to challenge traditional business models. The FHLBNY consistently monitors the

operating environment of our district and across the nation, including our members’ behavior and industry best practices,

so we can offer the products and services members rely on to help turn current business challenges into future opportunities.

THE DEPOSIT CHALLENGE

Loan demand continues to grow as the
economy improves. History has shown that
members’ assets tend to grow more quickly
than deposits. However, this was not the case
post-crisis when the majority of our members
experienced a surge in deposits from customers
seeking a safe haven for their money. Today,
sustaining adequate deposit growth is becoming
increasingly more difficult, largely due to game-
changing post-crisis regulation that has created
heightened competition for retail deposits.
Large banks are now subject to the Liquidity
Coverage Ratio' (LCR), which compels them
to compete for retail deposits like never before.
Mid-size and smaller financial institutions are
impacted by the effects of this regulation
because they now face fiercer competition for
retail deposits, which threatens their liquidity
and compromises their interest rate risk positions.

Earlier this year, we surveyed our membership
to garner their outlook on the deposit landscape.
The results showed that many members do not
expect significant deposit growth over the next
several years. Accordingly, many members
expect the main challenges in deposit
competition to come from larger banking
institutions — particularly those who leverage
technology as a means to adapt to changing
demographics. Results also showed that
members plan to compete for deposit share
by offering competitive rates, aggressively
investing in technology and selectively
expanding their footprint.

Conversely, a select few of our members are
optimistic and believe their deposits will

Larger Institutions Capturing Greater Deposit Market Share

Deposit market share from the fop two asset groups has grown
from 52 percent in 2007 to 69 percent in 2017.

W >$250B MW $50B-$250B ™ $1B-$50B
$500M-$1B ® $250M-$500M M <$250M

8% (5,424)
6% (1065)

5% (559)

1Q2007

$5.53 Trillion
7,567 Institutions

Data source: SNL

1Q2017

$11.16 Trillion
5,395 Institutions

3% (3,068)
3% (1,046)

3% (611)

remain “sticky.” However, there are many
external factors that point to the contrary and
show that the rate at which money transfers
will increase. Younger generations, technology,
big banks, and regulation are collectively
reshaping the delivery of banking services and
pressuring deposit bases like never before.

DEMOGRAPHIC SHIFTS IN THE MARKET

Millennials — those born between 1980 and
2000 — represent the largest generation in history,
with a population estimated at over 90 million.
Millennials have already entered the workforce,
with more joining every day. While you might
see this population segment as a potential

'The Liquidity Coverage
Ratio requires that
banking institutions
with assets greater than
$50 billion, or with
international on-
balance-sheet exposure
greater than $10 billion,
be required to hold
high quality liquid
assets at a rate equal to
or above their net cash
outflows over a 30-day
stress period.
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Results from the
FHLBNY Deposit Outlook Survey

Over 300 members were surveyed regarding
their view on the deposit landscape.

What is your deposit outlook over the
next several years?

40% - Same

38% - Moderately improved
|

17% - Moderately worse

______ |
% - Significantly improved

¢}

Major challenges members face in competing
for core deposits...

51% - Competition from larger banks

38% - Competition from internet only/Fintech companies

37% - Changing demographics

32% - Mature, well-penetrated deposit base

13% - Lacking sufficient digital platform/infrastructure

...and how they plan to compete.

57% - Compete based on rate

53% - Focus on enhancing digital innovation/experience

41% - Focus on capturing small business deposits

29% - Bundle products to increase “share of wallet”

28% - Recruit/retrain talent to meet changing needs

24% - Focus on branching innovations

Feedback from the survey ftells us:

» Members do not envision a climate of
significant deposit growth over the next
several years.

» The main challenges in competing for
deposits are expected to come from larger
institutions, those who leverage technology
to attract deposits and the changing
demographics within their footprint.

» Members are positioned to compete mainly on
rate and through investments in technology.

The survey excluded non-deposifory institutions. Respondents
were permifted to provide more than one response.

opportunity to gain deposit share and grow
loans, this younger generation generally has
two important challenges driving their
financial decisions: (1) they are burdened
with student debt, and (2) their earnings have
remained relatively flat over the years. A
significant portion of this group came of age

and graduated college at or around the time of

the financial crisis, where they faced high
unemployment, limited job opportunities or
were forced to make alternate career choices.
With their career progression stunted and
being burdened by student loan debt, it is
understandable why many are postponing
milestones in life such as marriage, children
and purchasing a home.

Although Millennials receive the most
attention in the press, Generation Z, the
demographic cohort following Millennials,
will represent 31 percent of the workforce by
2025. This generation will reach approximately
85 million by the year 2020 in the U.S. alone.
Generation Z’s financial situation will be
largely influenced by their account of the
“Great Recession” and how it affected their
families. This cohort witnessed their parents’
and/or older siblings” economic struggle and
employment challenges, and as a result,
developed a natural distrust towards
traditional financial institutions.

Both demographic cohorts value the use of
technology to build relationships, on both a
personal level and when conducting business
as a consumer. Technology is prevalent in
every aspect of their lives, and they are
accustomed to the convenience, speed and
efficiency it offers.

As Millennials and Generation Z come of age,
their influence will shape the economy and
housing market of the future. Ramping up
and improving mobile delivery systems will
continue to be a focal point for potential
growth to attract and retain this demographic.

Generation Z is
Starting to Enter
the Workforce

The workforce
landscape by
2025:

|
31% - Generation Z

|
33% - Millenials (Gen. Y)

28% - Generation X
|
8% - Baby Boomers

Characteristics of
Generation Z:

Born in the 1990s
or later

M

» Hi ghly
connected

Sense of financial
responsibility

)

¥

)

¥

Digital natives

)

¥

Likely aware
of today’s
economic climate

Data Source:
Y Media Labs
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FHLBNY SOLUTIONS

CHALLENGES & OPPORTUNITIES AMID A RAPIDLY EVOLVING BUSINESS LANDSCAPE

THE ACCELERATED PACE OF
TECHNOLOGICAL EVOLUTION

Undeniably, technology platforms are
transforming the way people bank, from
making loans to managing deposit accounts.
It is estimated that more than 50 percent of
mortgage loans originated are underwritten
by non-depository or Fintech (financial
technology) companies.

Large banks have found a variety of ways to
manage technological innovation in the financial
sector, be it acquisitions, partnerships, and even
in-house development. In stark contrast, the
majority of local community lenders invest less
than 0.20 percent of their assets on improving
technology — quite a disparity despite the rise of
Fintech being a key differentiator.

It appears we are at the early stages for
technological innovation in financial services.
Large financial institutions are also heavily
investing in technologies that include machine
learning and cloud computing to automate
operations. Fintech has greased the wheels of
finance, automating decision-making and
reducing the costs of transactions, offering
consumers speed and efficiency like never before.

INVESTING IN TECHNOLOGY

Although the pace of technological evolution can
be overwhelming, it is imperative that mid-size
and smaller financial institutions embrace the
shift and find ways to invest in technology to
meet customer needs and remain competitive.

While it may not be necessary to acquire a
Fintech company or build a branch on every
corner to capture more market share, there are
ways members can augment their business
strategies. More and more members are offering
their customers multi-channel distribution
options by investing in user-friendly mobile

5

platforms and/or online depositories, and by

forming partnerships with existing Fintech and/
or branch networks that are already equipped

to accommodate tech savvy consumers.

Several members are using one or more of the
following three approaches to strengthen their
technology-based platforms.

» Invest: Some members are actively investing
in the development of their own Fintech
platforms. This approach requires a
sizeable capital investment and it can be
difficult to attract the necessary talent
required to develop proprietary platforms.
The “speed to market” or time it takes to
develop a platform and market it to the
consumer is also a concern when
considering this approach.

» Buy: Another approach is to purchase an
existing Fintech company, which could
address the risks of obtaining talent and
“speed to market.” However, the high
degree of creative ingenuity that is often
characteristic of Fintech firms can conflict
with the highly regulated structure of a
financial institution.

» Rent: Creating alliances may be a viable
approach for some of our members. ”Off
the shelf” platforms already exist that are
specifically developed to help achieve
customer experience demands, whether it be
with residential mortgages, commercial real
estate or consumer loan underwriting.
Significant costs can be associated with such
a partnership; however, they offer the
potential to position your institution for the
years to come to enter new markets, offer
new products and capture market share
with the younger generations.

The FHLBNY stands ready to provide liquidity
to help our members position themselves to
capture deposit growth and market share as
new consumers become more economically

FHLBNY Solutions / Industry Events & Holidays

INDUSTRY

EVENTS &
HOLIDAYS [ Xf—=

The FHLBNY looks
forward to connecting
with our members at
the upcoming
industry events.
Please also note the
national holidays
when the FHLBNY
will be closed. Visit
the “News & Events”
section of our
website for updates.

» 10/22-10/24:
NEW JERSEY CREDIT
UNION LEAGUE - 83
ANNUAL MEETING
& CONVENTION
EXHIBITING
Atlantic City, NJ

11/8-11/11:

NEW YORK BANKERS
ASSOCIATION -
FINANCIAL SERVICES
FORUM

Palm Beach, FL

» 11/14:
NEW JERSEY
BANKERS
ASSOCIATION -
CFO CONFERENCE
WITH FMS NY/NJ
CHAPTER
PRESENTING
Iselin, NJ

» 11/17:
CREDIT UNION
EXECUTIVE SOCIETY
(CUES) NEW JERSEY/
METRO NEW YORK
COUNCIL - MEETING
Bridgewater, NJ

» 11/23:
THANKSGIVING DAY

» 12/25:
CHRISTMAS DAY

v
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(CONTINUED)

viable and active in the housing market.

Consider the following funding solutions:

» Amortizing Financing: Amortizing
Advances offer the ability to gradually pay
down funding through principal and interest
payments over a sufficient period of time
while you monetize the benefits of your
infrastructure investment.

» “Principal Deferred” Financing: A Principal
Deferred Advance has an “interest only”
period followed by an amortizing period.
The principal deferred period can be as long
as 5 years and the amortizing portion can
span for another 30 years. This option could
be especially advantageous if you are building
or implementing a new deposit or mortgage
platform, where payments can be low
during the buildout and/or implementation,
and then the advance can start amortizing
once the new technology comes “online”
and starts to yield results.

» Interest Only Financing: Regular “bullet”
Fixed-Rate Advances are interest only with
payment of principal at the time of maturity.
This option can also help keep payments
low for a period to time to allow your
investment to yield results before the
principal payment is required.

Take advantage of your FHLBNY membership
to help assist with optimizing your balance
sheet, achieve greater profitability, compete
for deposit share, and access the liquidity
required to achieve your infrastructure goals.
We are committed to supporting the long-
term growth of our local lenders. If you have
questions regarding any information or strategy
discussed in this article, contact your Calling
Officer at (212) 441-6700 or our Member
Services Desk at (212) 441-6600.

ADVANTAGES OF FEATURED ADVANCES

Amortizing Advance:

» Enhance match funding of long-term assets

» Borrow fixed-rate funds with the option of
customizing the amortization schedule to
match a selected prepayment profile

» Maturities and amortization schedule from
1 to 30 years

Principal-Deferred Advance:

» Valuable asset/liability management tool

» Fully amortizing back-end with a choice of
varying balloon terms

» Mirrors characteristics of a typical
construction deal with a permanent take-out

» No embedded options in the advance

Fixed-Rate Advance:

» Fund long-term assets

» Forward start are available to lock in rates for
future funding purposes

» Available with Symmetry for advances with
maturities of one year or greater and
minimum advance size of $3 million

FHLBNY

EDUCATION
PROGRAMS

Take advantage of
the FHLBNY’s
Education Programs.
Sessions are custom-
tailored to assist
with your strategic
planning. Meetings
can be hosted at a
location convenient
to you, or members
are welcome to use
our corporate
headquarters in
New York City.

» MEMBER-DIRECTOR
EDUCATION
SESSIONS

» STRATEGIC
FINANCIAL
PLANNING
WORKSHOPS

» MUNICIPALITY
EDUCATION

Visit fhibny.com/
members/education-
programs for more
information.

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.

Here you can also access recorded presentations and tutorials,
analytical tools, fact sheets, guides and other information
to help maximize your membership.

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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