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NEW YORK (Standard & Poor's) May 4, 2010--On April 30, 2010, the Federal Hone
Loan Bank Systemprelimnarily reported conbined net inconme for first-quarter
2010 of $325 million, down 41% from $552 nmillion in fourth-quarter 2009 and
down 6% from $345 mllion in first-quarter 2009. The Systenl s operating
performance is in line with our expectations.

The Systenmis capital is satisfactory as expected menber denmand for
advances has renmai ned weak, and ot her-than-tenporary inpairnent (OITlI) charges
agai nst private-label residential nortgage-backed securities (RVBS) have
started to noderate. Eleven of the 12 FHLB System banks reported positive net
income in first-quarter 2010, conpared to 10 in fourth-quarter 2009.

FHLB- Topeka prelimnarily reported a $30 million loss in first-quarter 2010,
primarily due to derivative |osses. This conpares with a $46 million profit in
fourth-quarter 2009 and a $61 mllion profit in first-quarter 2009. Individua
FHLB System bank detailed results will be available in early May with the
filing of each entity's SEC Form 10-Q

The System continues to hold satisfactory capital for its risks, and
managenent teans are holding on to or cautiously returning capital stock to
menber banks where they are pernitted to do so. Al FHLB System banks were in
regul atory conpliance with capital measures at March 31, 2010. The two banks
whose capital we have nonitored nost closely are FHLB-Pi ttsburgh and
FHLB- Seattl e due to the risk-based capital test. Both these banks remain in
conpliance with all of their regulatory capital requirenments. Nevert hel ess,
the Federal Housing Finance Agency, its regulator, still classifies
FHLB- Seattl e as "undercapitalized." W continue to nonitor the regul atory
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environnent for the System including inportant aspects of risk managenent and
gover nance.

Overal |, conbined System assets were $966 billion at March 31, 2010, a
decrease of 5% from $1.016 trillion at Dec. 31, 2009. Advances (secured |oans
to nenbers) decreased 9% to $572 billion and represented 59% of total assets
at March 31, 2010. System advances continued to decline, albeit nore slowy,
due to weak | oan demand from nenber banks. Effective and efficient alternative
sources of liquidity in the capital markets have al so continued to inprove for
nmenber banks.

Final ly, many nmenber banks experienced deposit growth during the past two
gquarters, affording themexcess liquidity since a weak econony and weak
securities markets have nade depositing cash in banks a conservative and safe
option. W believe advances nay decline at |east through the next two
quarters, specifically until a nore robust econom c recovery sparks conmercia
| oan demand and liquidity needs at nenber banks.

In Iine with our expectation for weakness in the housing and nortgage
sectors through 2010, we believe the FHLB System banks will record nore, but
manageabl e, OTTI in the renaining quarters of 2010. W believe that
nortgage-rel ated | osses will continue to grow through 2010 as forecl osures
settle but inventory levels remain high while sales volunes remain | ow,
further pressuring hone values. Private-label RVBS represented only about 5%
of total system assets at March 31, 2010. The FHLB System banks recogni zed
$233 million of credit-related OITI charges on certain private-I|abel MS
during first-quarter 2010. This represents a 35% decrease from $436 mllion of
credit-related OITI in fourth-quarter 2009 and a 55% decrease fromthe $516
mllion of credit-related OITI charges recorded in first—quarter 2009.

Standard & Poor's, a subsidiary of The McGawH || Conpani es ( NYSE: VHP),
is the world's forenpost provider of independent credit ratings, indices, risk
eval uation, investnment research, and data. Wth approxi mately 10,000
enpl oyees, including wholly owned affiliates, located in 23 countries and
markets, Standard & Poor's is an essential part of the world's financial
infrastructure and has played a |leading role for nore than 140 years in
providing investors with the i ndependent benchmarks they need to feel nore
confident about their investnent and financial decisions. For nore
i nfornmation, visit ww. standardandpoors. com
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