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Section 1¢ Background

Federal lawrequires the Federal Housing Finadggency (FHFA) to submit an annual report to
Congress on the collateral pledged to the Federal Home La@ksBFHLBank®r Banks,

including an analysis of collateray type and by¥HLBank dstrict.! The information in this

reportis based on datolleded through @uarterly data collection meth@adnductedy

FHFAGs Division of Feder(BBR. Home Loan Bank Reg

Congres®stablishedhe Federal Home Loan Bank System (Systenderthe Federal Home
Loan Bank Act of 1932 (the Bank ActfheSyse m dngssionis to support mortgage lending
and related community investment. The FHLBanks provide liquidity to their mehavers
eligible nonmember housing associatéy makingloansto them referred to as advances.
Consistentvith theprovisions ofthe Bank Act, the FHLBanks require themembers and

housing associates to pledge collateral in the form of mortgages and other eligible assets to
secure their advances.

This report provides data on thypes and amounts collateral pledged to the FHBanksto
secue advances and otheollateralizedoroducts offered by FHLBanks to theiembers and
housing associated.he report includedataprovided by the FHLBanksn all collateral pledged
by FHLBankmembers Most charts and graphs report the book valusigible collateral
pledged by FHLBanknembers as ddecember 312016. This report defines eligible collateral
as the total book value or unpaid principal balance of all collgterdged by a member and
deemed eligible by the FHLBankThis definition excludes ineligible collateggkedged by
membersandit accounts for any ineligibility factors extrapolated from FHLBank collateral
reviews.

As of December 31, 2@] FHLBank advances totaled $76ilion,* andthebook value of
eligible collateral pledged to the Bartksaled$2.8 trillion. Reported borrowing capacityas
$2.1 trillion dollars

l. Collateral at theFHLBanks

The Bank Act and FHFA regulations require FHLBatkebtain and maintain collatdrizom
their borrowers to secure advances at the time these advances are originated or renewed. In

112 USC 1430(j)(12)(C).

2 Members of the FHLBanks include commercial banks, savings banks and savings associations, credit unions, insurance
companies, and community development financial institutions (CDFE&s).3.C. § 1424(a)(1) outlines eligibility requirements
for FHLBank membership; 12 C.F.R. § 1805.200 outlines eligibility requirements for becoming a CDFI.

3 Entities, such as state housing finance agencies, that meet certain requirements may ohtais idvey are designated as

FHLBank fAhousing associates. 0 Housing associates must al so
4Based on Call Report System (CRS) data as ofgedr2016 The FHFA CRS captures and maintains time series Call Report
dab, including aggregated financi al and mission data for the

5 The report defines borrowing capacity as the lendable value of eligible collateral, net of haircuts and all other adjustments
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generalan FHLBankmaintainsa collateral security agreement with each member or housing
associate and throughatagreement the FHLBank obtains a security interest in some or all of a
member 6s or housing associatedbs assets.

Each FHLBank©&s c ol thatypesanadmoyntefdeligiblecollatetaditrvil i f i e s
acceptandeach FHLBank specifigts own method for collateral dscounts or fAhai rcut s,
various types of collaterallhe reporteanarket orparvalue of anypledged collaterab

di scounted, or given a i hwaaluedpledgedaolldteratxecads ur e t
the value of thedvances it is securingp make certain that theollateral pledgeavould fully

secure any outstanding advanshsuld a member defaul’he amount o€ollateral requiredo
secureadvances differs acrofize FHLBanks andlepends on a number of factoi®hese factors
typically include the specific type of <coll at
underwriting policies and practices, the method of securing the collateral pléugi@ahancial

condition of the membeand recent trends in et values.

By statute® all advances made by FHLBanks to their membaust be fullysecured The
FHLBankscomply withthis requirement by requirinrgachmember to sign a lien agreemémat
coverssome or all ofts assetsn an amount that exceeds the amount of advances made to the
member The most commonlysedlien agreement is known adlanket lien. Undea blanket

lien, the FHLBankexecutes a security agreement that provides a secured interest in the

me mb e r & withautstte enémber providing detailed information on the specific assets
covered by the lien. FHLBanks typically have either a blanket lien on all assets of the member
or a limited blanket lien thagstrictsthe security interest to only those asspectied in the

security agreement.

The board of directors of each FHLBaggtablishes t s FHLBankdés coll ater al
with statutory and regulatory requirements. Accordingly, collateral policies differ across

FHLBanks, often reflecting diffrences in the types of members served by each FHLBank,

differences in the risk tolerances of each FHLBank, and differences in methods used by each
FHLBank to determine collateral values. Kmllateral policy differences includbe levels of
collateraldiscounts requiredhe various types of eligible collateral each FHLBank will accept,
andwhether thé=HLBank requires the borrower to deliver ttwlateral to receive collateral

value.

Section 2of this report providesmoverview ancanalysis of th&& y s t eohlafersl Sections3
through5 providefurther detail, including graphs and tables of collateral data pro¥deshch
FHLBank The final sectiorprovides a glossamgnd definitionof termsused throughout the
report

612 U.S.C. § 1430(a).
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Section 2¢ Analysis

l. Overview

Total advances at the FHLBan&s ofyearend 205 were $705 billionan increase ofll
percent from $34billion one year earlierThe FHLBanks also reporté&lystemwide utilization
T a number that includes member usage of all collateraligdB&nk products including
advances, letters of credit (LOCs), MPF credit enhancemenit, @t&859 billion. Over the
same period, the total book valuetioé FHLBankskligible collateralroseto $2.8 trillionfrom
$2.3trillion, an increase a21 percent. The book value of eligible collateraith a reported
market value pricevas $1.95 trillionandthe market value of that collateral was $1.88 trilfon.

[l. Collateral Composition

FHLBank members are allowed to pledge @asitypes of collateral to the FHLBanks to secure
advances and other Bank productis report aggregatesllateralinto five general categories
Single & Multi- Family, Other Real Estate Related Collateral (ORERG®curities, Community
Financial Institition (CF1)!°, and Other.

Graphl shows the composition of collateedged tahe FHLBanks.As of yearend 2016,
singlefamily (SF)and multifamily(MF) residentialoans! account for the majority of the book
value of collateral both eligible and pledged, representing 61 percent and 58 percent of those
totals by dollar amount, respectivéfy ORERC collateral pledgestas29 percent of eligible
collateral andB1 percent of fedged collateral. Securities and CFI collateratleup

approximately seven percent and three perecespectivelypf the collateral pledge@ndother
eligible collateral not covered by the assigned collateral designatiotsupdess than one

percen of both pledged and eligible collateral by dollar amount.

7 The book value of eligible collateral measure excludes any ineligible collateral and accounts for any ineligibility factors
extrapolated from collateral reviews. Year over year numbers rely on different data collection methody ant be

equivalent, although total, overall collateral numbers should be comparable. Unless otherwise specified, reported collateral
values reflect all eligible collateral pledged by members, includingooorowers.

8 Market value was not availabler approximately 28 percent of collateralertain collateral types, such as CFI collateral, were
much less likely to have a market value than others, such as securities.

9 ORERC contains all real estaiated, norresidential whole loans, includingmmercial real estate, plus participated loans
and residential loans not included with the category of sifagfely first liens and multifamily loans (e.g., home equity lines of
credit (HELOCS)). This report does not include any securities in ORERIOre information on ORERC and collateral types
accepted by the FHLBanks can be found in 12 CFR 1266.7

10The FHLBank Act permits members that qualify as CFls to pledge certaisp@Eific collateral. By statute, CFl collateral
includes secured loans for alibusiness, agriculture, or community development. FHFA regulations define CFl collateral to
include small business loans, small farm loans, small agribusiness loans, and community development loans. 12 CFR
1266.7(b)(1).

11 Single and MultiFamily Loans includes all traditional, noraditional, and subprime clos@thd first liens, other residential

first liens (e.g., FHA/VA, manufactured housing), all first and second liens backed by multifamily real estate, andatesalenti
estate closeend second liens.

12pledged collateral includes the total book value or unpaid principal balance of all collateral pledged by a member.
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Graphl: Book Value of Collateral by Category ($Billion)

$1,800
$1,600
$1,400
$1,200
$1,000
$800
$600
$400
$200 m
|

Smgl? & Multi- ORERC Securities CFI Collateral Other
Family Loans
m Pledged $1,789 $937 $212 $97 $27
m Eligible $1,689 $805 $212 $52 $17

[Il. Haircuts and Borrowing Capacity Ratios
For the purposes of this repaathaircut is defined as:

6 ¢GRI GOQO @
P tcmad DA QOB DNGo Q1 O

This definition of a haircut identifies the difference between the full book valoellateraland

the borrowing capacity reported by the FHLBank for that collatédarrowing capacity already
accounts for ineligible collateral and any 1in
collateral reviews, ensuring that this measure captures the additional reduction imposed by the
FHLBanks for specific types of collamrcompared to the pieaircut book value of eligible

collateral.

Graph2 reflectsthe average haircuts at the System level for broad collateral categories. -System
wide, FHLBanks give securities the lowest haircut at 8.2 percent, followed by-fanglg and
multifamily loans at 19.7 percent. ORERC collateral generally receives relatively higher
haircuts at 32.5 percerandFHLBanksgive CFI collateral significantly higher haircuts at 45.1
percent.
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Graph2: Overall Haircuby Collateral Type (SysteiWide)
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In addition to the amount of eligible collateral pledgde amount of borrowing capacity used
by membersndicaks the amount of collateral protection relativand-HLBankd exposures
This reportcontains twacollateralratiosto comparethe borrowing capacity of collatert the
amountof the collateralized products members uBgst, theposthaircutcollateral to advances
ratiois calculated atheborrowing capacitylividedby the total amount of advanceSecond,

the posthaircutcollateral to borrowingsatiois calculated as theorrowing capacity divided by
the total amount of collateralized FHLBapkoductswhich includes not only advances but also
LOCs and other collateralized FHLBank products.

Both ratios generallymeasure the amouat collateral coverageemainingafter the Banks apply
their collateral haircutas well as any ineligibility factors extrapolated from collateral reviews by
the FHLBanks® Theposthaircutcollateral to advances ratineasures how mudsorrowing
capacity remainafteran FHLBank s m e dadvancesire consideredSimilarly, thepost
haircutcollateral to borrowings ratimeasureshe multiple of borrowing capacity remaining
afterme mb evemlfusage of collateraledFHLBank products has been taken into account
Bothratioswould behigherif the numerator usedasthe book value of eligible collateral or
another, préhaircut measure, bgbllateralratios based on borrowing capacity provide a more
accurate measure of themaining capacity availabte secureadvances and other products.

At yearend 2016the Systemwide posthaircutcollateral to advances ratieas 34, while the
Systemwide posthaircutcollateral to borrowings ratiwas2.5.14 These ratios indicatiat the
FHL Ban k s oborrowipgaapaciky dor eligible collateralas 3.4and 2.5 times higher than
the level of advances and all collateralized products, respecti@hh 3 reflectsposthaircut

13 Throughout the report, we calculate the discounted collateral ratios at the Bank levettite pitee FHLBanks address
collateral coverage on a memisrmember basis and do not permit croefiateralization. In the report, these ratios are
intended to provide a snapshot of the remaining borrowing capacity available to members after thek&ldpBlgrhaircuts and
other ineligibility factors to membasledged collateral.

14 systemwide discounted collateral ratios are based on System totals, not averages across the eleven FHLBanks.
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collateral ratios calculated based on all FHLBank members, including those that use
collateralized Bank products and those that do not.

Graph3: PostHaircutCollateralRatiosby Bank(All Members)
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Graph4 provides theposthaircutcollateralratios for borrowergincluding users of neadvance
Bank productspnly. While individual Bank ratios did naharkedlychange, the collective
Systemdiscounted collateral to advances ratexlined from 3.4 when calculated for all
memberdo 2.5 when calculated f@orrowers only

Graph4: PostHaircutCollateralRatios by Bank (Borrowers)
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IV. SingleFamily Collateral
Singlefamily loan collateral represents the majority of the eligible collateral pledged to the

FHLBanks. As shan in Tablel, singlefamily whole loan collateral accounted for over half
(52.1 percent) of all eligible collateral pledged to the FHLBanks

Tablel: SingleFamily Whole Loan CollatergbMillions)

SingleFamily Total Whole Eligible SingleFamily SingleFamily

FHLBank Loan Loan Collateral Percent of Whole  Percent of All
Collateral® Collateral® Loans Collateral Eligible Collateral

Indianapolis $29,742 $66,692

$35,073

Topeka $41,656 $45,621 $92,497 91.3% 45.0%
Dallas $78,792 $87,707 | $263,547 89.8% 29.9%
Chicago $83,374 $92,284 | $140,272 90.3% 59.4%
Boston $86,608 $90,853 | $125,5651 95.3% 69.0%
el $120,387 $149,363 | $289,107 80.6% 41.6%
- j\i?s B $150,800 $185,182 | $318,665 81.4% 47.3%
New York [EEITSORYE $214,637 | $314,887 75.0% 51.1%
ST $228,960 $289,161 | $364,367 79.2% 62.8%
Atlanta $229,224 $246,183 | $377,644 93.1% 60.7%
Des Moines $234,073 $252,791 $421,443 92.6% 55.5%
Sl $1,444,493 | $1,688,855 | $2,774,672 85.5% 52.1%

Traditionalsinglefamily first liensarethe vast majorityf eligible singlefamily loan collateral
pledged to the FHLBankandaccounedfor $1.2 trillionand43.5 percent of all eligible

15 Singlefamily loan collateral includes traditional, noraditional, and subprime firdtens, as well as FHA and VA
loans, manufactured housing, etc.

16 Residential real estate whole loans are pledged, multifamily and $angily, first and second liens. Does not
include construction or commercial loans.
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collateral pledged Systemide. Traditional loans are the largest categirsinglefamily loans

at all eleven FHLBanks. Neinaditional collateral mde up another $175 billion of collateral
Systemwide and include loans that allow negative amortization or the deferment of principal or
interest paymentsSubprimesinglefamily collateral mde up less than $50 billion Systemide,

and loans that are both nontraditional and subprime made up less than $5 billion System wide.

Table2: SingleFamily Whole Loan Collateral by Tyjse

Other Total Single
Residential Family Loan
Loans Collateral

Nontraditional

FHLBank Traditional Nontraditional Subprime :
and Subprime

$29,742

NGIEGETLGIEY  $28,061

el $36,575 $467 $0 $0 $4.614 | $41,656
NI $73460 | $3.237 | $2,043 $52 $0 $78,792
el 573999 | $5944 | $6,662 $0 $2 $86,608
Chicago $83,374 $0 $0 $0 $0 $83,374
NNl $90,764 | $29,623 $0 $0 $0 $120,387
Sl $92,614 | $51,478 | $4,685 $2,024 $0 $150,800
Francisco
28 $111,107 | $39,390 | $6,480 |  $1,589 $2,310 | $160,876
INCUCO $188,639 |  $27,627 | $10,964 $924 $1,070 | $229,224
SNl $213670 | $5735 | $9,283 $272 $0 $228,960
DA $214,310 |  $10,799 | $7,976 $0 $989 | $234,073
S OUM 51206574  $174,395 | $48,581|  $4,862 $10,082 | $1,444,493

17 Singlefamily collateral is defined as-4 family residential first liens and numbers are based on book value of collateral.
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V. Other Real Estate Relate@ollateral

ORERCcollateralincludesall real estateelated, nofresidential whole loans, including
commercial real estatplusparticipated loanandresidential loans not includea the category
of singlefamily first liens and multifamily loang.g.,HELOCS. By statute, to qualify as
ORERCan asset mustavea readily ascertainable valuend an FHLBank must be able to
perfect a security interest in such collatéfall he regulations further require that the
ascertainable value must be suchtta Bank can reliably discount the item to account for
liguidation and other risks and to allow for liquidation in due cotftrs&mong the eligible
collateral types accepted by the FHLBanks, ORERC is heavily discounted in fatsngatue to
secure adancescompared to securities and singgenily/multifamily loans All FHLBanks
report ORERC securing advances.

As a share of collatal Systemwide, ORERC accounted fapproximately29 percent ototal
eligible collateral pledgetb the FHLBankst yearend 2016.Commercial real estate loans
accounted for the largest portion of OREREedrend approximately65 percent of teal
ORERC or approximately $52llion of eligible collateral across theyStem. HELOCs
represented approximately 24 percengladible ORERC collatera$193 billion. Land loans
represented just under six percent of eligible ORER@participated loans and construction
loans both represented less than two percent of eligible ORERGs all members.

Graph5: ORERC Collatrby Type
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m Commercial Real Estate m HELOCs E Land Loans
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1812 USC 1430(a)(3)(D).

1912 CFR 1266.7(a)(4).

20 Other ORERC loans (e.g., Guaranteed Portions of Farm Service Agencydif@3all Bisiness Administration (SBA)

Loans or Warehouse Loans) represent approximately 2.4 percent of eligible ORERC collateral across the FHLBank System.
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VI. Multifamily Whole Mortgage Loan Collateral

As shownin Table3, multifamily loans accounted fdt2.8 percent of eligiblerhole loan
collateral pledge at yearend 20165ystemwide.

FHLBank

Boston

Atlanta

Des Moines

Topeka
Chicago
Dallas

San Francisco

Indianapolis

Pittsburgh
Cincinnati
New York

System

Table3: Multifamily Whole Loan Collateral

Multifamily Loan

Tatal Whole Loan

Multifamily Loan Collagral as a

Collateral Collateraf* Percent of Whole Loa€ollateral
$3,466 $90,853 3.8%
$14,144 $246,183 5.7%
$15,149 $252,791 6.0%
$3,085 $45,621 6.8%
$7,701 $92,284 8.3%
$8,915 $87,707 10.2%
$24,386 $185,182 13.2%
$5,053 $35,073 14.4%
$24,102 $149,363 16.1%
$58,752 $289,161 20.3%
$51,454 $214,637 24.0%
$216,208 $1,688,855 12.8%

2L Eligible residential real estate whole loans, multifamily and sifeyheily, first and second liens. De@ot include
construction or commercial loans.

10




wSLIZNIG 2y [/ 2t f I GSNI €

VII. CommunityFinancial Institution(CFl)Collateral

The FHLBank Act permits members that qualify as CFls to pledge certaiapeEific

collateral. By statute, CFl collateral includes secured loans for small business, agriculture, or
community developmenbr securies representing a whole interest in such loans. FHFA
regulationsgdefine CFI collateral to include small business loans, small farm loans, small
agribusiness loans, and community development lo@verall, the FHLBanks reported
approximately $52.1 bildin dollars in eligible CFI collateral pledged, less than 2 percent of the
total book value of eligible pledged collaterdlable4 reflects the distribution of pledged CFI
collateral in the System.

Table4: CFI Collateral Pledged ($Billions)

FHLBank ATL BOS CIN NYK IND PIT SFR DSM CHI| DAL TOP SYS

CFI Collateral $0.0 | $0.0| $0.0 | $0.0| $0.2| $3.0| $4.8| $5.1 | $9.2 | $12.5| $17.2| $52.1

S[[e[ls][=@e]|EICTEIEAM 0% | 0% | 0% | 0% | 0% | 1% | 1% | 2% | 5% | 7% | 19% | 2%

Graph6 shows the distribution of eligible CFI collateral types pledged Systeta. Small
business loans represent the majority of eligible CFI collateral. Sysitee) the FHLBanks
reported approximately $30.3 billion of CFI small business loans, 58.1 pefadhCFI

collateral pledged. Small agribusiness loans and small farm loans accounted for $10.3 billion
and $8.5 billion dollars of eligible CFI collateral respectiveBection Sprovides additional

details on CFI codlteral pledged to the FHLBanks.

Graph 6: CFI Collateral by Ty#&Billions)
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