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Research Update:

Federal Home Loan Bank of Des Moines
Outlook Revised To Stable From Negative;
Ratings Affirmed

Rationale

On April 9, 2008, Standard & Poor's Ratings Services revised its outl ook on
t he Federal Hone Loan Bank of Des Mines (FHLB-Des Mdines) to stable from
negative. At the sane tine, we affirned the ' AAA/A-1+ counterparty credit
rati ng on FHLB- Des Mi nes.

The outl ook revision reflects the performance stability the new
managenent team has achieved in shifting its business nodel to enphasize
growi ng nmenber advances and reducing reliance on Mrtgage Partnership Finance
(MPF) | oans. Senior managenent turnover has subsided and the current
managenment structure is permanent.

The ratings on FHLB-Des Moi nes continue to reflect the whol esal e bank's
strong asset quality, balance-sheet liquidity, conservative risk managenent,
and risk-adjusted capitalization. The strong credit ratings also reflect the
benefits of the bank's nenbership in the FHLB system and its advant ageous
access to low cost funding fromthe bank's status as a governnent - sponsor ed
enterprise (GSE). FHLB-Des Mines is a nenber of the FHLB system which is one
of the housing GSEs in the U S.

Si nce 2005, the multiple senior-managenent changes at FHLB-Des Mi nes
were a concern; however, a pernmanent nanagenent structure is in place, and the
bank has regained its focus of building its advance business and attracting
new nmenbers. Since 1999, the bank has participated in the MPF program which
i nvol ves holding long-term fixed-rate whole nortgage |oans on its bal ance
sheet. The anount generated on FHLB-Des Mdi nes' bal ance sheet under this
programgrew rapidly to a peak of about 35% of total assets at year-end 2003.
However, since that time, the portfolio has been declining, and at year-end
2007, accounted for about 18% of total assets. W expect total MPF [oans to
conti nue decreasing. Nevertheless, since the portfolio's size is stil
significant, we will continue to nonitor the MPF program and hedgi ng
strategies.

Because of the unprecedented turmoil in the nortgage markets in
second- hal f 2007, the FHLB systemwas able to denbnstrate its inportance as a
reliable liquidity source for its nmenbers. Advances at the Des Mines bank
nearly doubled to nore than $40 billion at year-end 2007, from $22 billion at
year-end 2006. Subsequently, on a related note, the Federal Housi ng Fi nance
Board, the FHLBs' regulator, recently tenporarily authorized FHLBs to increase
their investment in nortgage-backed securities to 6.0x capital from3.0x, in
an effort to inject even nore liquidity into the nortgage markets. W wil|l
continue to closely nonitor the systemis banks' strategies, tol erances, and
execution within their nanagenent of market risk as well as any other
regul atory devel opnents that may affect the FHLB system
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Research Update: Federal Home Loan Bank of Des Moines Outlook Revised To Stable From Negative; Ratings
Affirmed

Outlook

The stable outl ook reflects our expectation that FHLB-Des Mines will continue
to follow the traditional |owrisk advances-based busi ness nodel, while al so
prudently building retained earnings to counter increnental risks and
accounting volatility. If the bank starts to increase its interest rate risk
and shows significant volatility in earnings, the ratings could be | owered.

Ratings List

Ratings Affirned; CreditWtch/ Qutlook Action
To From
Federal Home Loan Bank of Des Mi nes
Counterparty Credit Rating AAA/ St abl e/ A- 1+ AAA/ Negat i ve/ A- 1+

Conplete ratings information is available to subscribers of RatingsDirect, the
real -ti me Web-based source for Standard & Poor's credit ratings, research, and
ri sk analysis, at ww. ratingsdirect.com Al ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com sel ect your preferred country or region, then
Ratings in the left navigation bar, followed by Credit Ratings Search.
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