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PART I

ITEM 1. BUSINESS

Background

The Federal Home Loan Bank of Dallas (the “Bank™) is one of 11 Federal Home Loan Banks (each individually a “FHLBank”
and collectively the “FHLBanks,” and, together with the Office of Finance, a joint office of the FHLBanks, the “FHLBank
System,” or the “System”). The FHLBanks were created by the Federal Home Loan Bank Act of 1932, as amended (the “FHLB
Act”). Each of the 11 FHLBanks is a member-owned cooperative that operates as a separate federally chartered corporation
with its own management, employees and board of directors. Each FHLBank helps finance housing, community lending, and
community development needs in the specified states in its respective district. Federally insured commercial banks, savings
banks, savings and loan associations, and federally or privately insured credit unions, as well as insurance companies and
Community Development Financial Institutions that are certified under the Community Development Banking and Financial
Institutions Act of 1994, are all eligible for membership in the FHLBank of the district in which the institution’s principal place
of business is located. Housing associates, including state and local housing authorities, that meet certain statutory and
regulatory criteria may also borrow from the FHLBanks.

The public purpose of the Bank is to promote housing, jobs and general prosperity through products and services that assist its
members in providing affordable credit in their communities. The Bank’s primary business is to serve as a financial
intermediary between the capital markets and its members. In its most basic form, this intermediation process involves raising
funds by issuing debt in the capital markets and lending the proceeds to member institutions (in the form of loans known as
advances) at rates that are slightly higher than the cost of the debt. The interest spread between the cost of the Bank’s liabilities
and the yield on its assets, combined with the earnings on its invested capital, are the Bank’s primary sources of earnings. The
Bank endeavors to manage its assets and liabilities in such a way that its net interest spread is consistent across a wide range of
interest rate environments. The intermediation of its members’ credit needs with the investment requirements of the Bank’s
creditors is made possible by the extensive use of interest rate exchange agreements, commonly referred to as derivatives or
derivative instruments.

The Bank’s principal source of funds is debt issued in the capital markets. All 11 FHLBanks issue debt in the form of
consolidated obligations through the Office of Finance as their agent, and each FHLBank uses these funds to make loans to its
members, invest in debt securities, or for other business purposes. Generally, consolidated obligations are traded in the over-
the-counter market. All 11 FHLBanks are jointly and severally liable for the repayment of all consolidated obligations.
Although consolidated obligations are not obligations of or guaranteed by the U.S. government, FHLBanks are considered to be
government-sponsored enterprises (“GSEs”) and thus have historically been able to borrow at the more favorable rates
generally available to GSEs. Consolidated obligations are currently rated Aal/P-1 by Moody’s Investors Service (“Moody’s”)
and AA+/A-1+ by S&P Global Ratings (“S&P”), each with a stable outlook. Pursuant to the criteria used by S&P and Moody's,
the FHLBank System's debt ratings and the credit ratings of the individual FHLBanks are linked closely to the U.S. sovereign
credit rating because of the FHLBank's GSE status. On May 19, 2025, Moody's downgraded the long-term senior unsecured
debt rating of the FHLBank System to Aal from Aaa and changed the outlook on the rating to stable from negative, reflecting
the downgrade by Moody's on May 16, 2025 of the U.S. government's long-term issuer and senior unsecured rating to Aal with
a stable outlook from Aaa with a negative outlook. These ratings indicate that each of these nationally recognized statistical
rating organizations ("NRSROs") has concluded that the FHLBanks have a very strong capacity to meet their financial
commitments on consolidated obligations. The ratings also reflect the FHLBank System’s status as a GSE. Historically, the
FHLBanks' GSE status and very high credit ratings on consolidated obligations have provided the FHLBanks with excellent
capital markets access. Deposits, other borrowings and the proceeds from the issuance of capital stock to members are also
sources of funds for the Bank.

In addition to the ratings on the FHLBanks’ consolidated obligations, each FHLBank is rated individually by both S&P and
Moody’s. These individual FHLBank ratings apply to the individual obligations of the respective FHLBanks, such as interest
rate derivatives, deposits, and letters of credit. As of the date of this report, Moody’s had assigned a deposit rating of Aal/P-1 to
each of the FHLBanks and S&P had rated each of the FHLBanks AA+/A-1+. On May 19, 2025, Moody's downgraded the long-
term deposit ratings of each of the FHLBanks to Aal from Aaa and changed the outlook on the ratings to stable from negative
for the reason cited above.

Current and prospective shareholders and debtholders should understand that these credit ratings are not a recommendation to
buy, hold or sell securities and they may be revised or withdrawn at any time by the NRSRO. The ratings from each of the
NRSROs should be evaluated independently.

All members of the Bank are required to purchase capital stock in the Bank as a condition of membership and in proportion to
their asset size and business activity with the Bank. The Bank’s capital stock is not publicly traded and all stock is owned by
members of the Bank, by non-member institutions that acquire stock by virtue of acquiring member institutions, by a federal or



state agency or insurer acting as a receiver of a closed institution, or by former members of the Bank that retain capital stock to
support advances or other obligations that remain outstanding or until any applicable stock redemption or withdrawal notice
period expires.

The Federal Housing Finance Agency (“Finance Agency”), an independent agency in the executive branch of the U.S.
government, is responsible for supervising and regulating the FHLBanks and the Office of Finance. The Finance Agency’s
stated mission is to ensure that the housing GSEs, including the FHLBanks, operate in a safe and sound manner so that they
serve as a reliable source of liquidity and funding for housing finance and community investment. Consistent with this mission,
the Finance Agency establishes policies and regulations covering the operations of the FHLBanks.

The Bank’s debt and equity securities are exempt from registration under the Securities Act of 1933 and are “exempted
securities” under the Securities Exchange Act of 1934 (the “Exchange Act”). As required by the Housing and Economic
Recovery Act of 2008 (the “HER Act”), each FHLBank has voluntarily registered a class of its equity securities with the
Securities and Exchange Commission (“SEC”) under Section 12(g) of the Exchange Act. As a registrant, the Bank is subject to
the periodic reporting and disclosure regime as administered and interpreted by the SEC. The Bank's reports and other
information filed with the SEC are available at www.sec.gov and through the Bank’s website at www.fhlb.com. To access these
reports and other information through the Bank’s website, click on "About Us," then “Investor Relations,” and then “SEC”
under the heading SEC Filings. The information on the Bank's website is not, and shall not be deemed to be, a part hereof or
incorporated into this or any of the Bank's other filings with the SEC.

Membership

The Bank’s members are financial institutions with their principal place of business in the Ninth Federal Home Loan Bank
District, which consists of Arkansas, Louisiana, Mississippi, New Mexico and Texas (the "Ninth District"). The following table
summarizes the Bank’s membership, by type of institution, as of December 31, 2025, 2024 and 2023.

MEMBERSHIP SUMMARY
December 31,
2025 2024 2023
Commercial banks 517 538 537
Credit unions 136 137 135
Insurance companies 68 66 61
Savings institutions 49 49 51
Community Development Financial Institutions ("CDFIs") 9 10 7
Total members 779 800 791
Housing associates 8 8 8
Non-member borrowers 1 1 2
Total 788 809 801
Community Financial Institutions (“CFIs”) (1 469 485 496

(M The figures presented above reflect the number of members that were CFIs as of December 31, 2025, 2024 and 2023 based upon the
definitions of CFIs that applied as of those dates.

As of December 31, 2025, approximately 60 percent of the Bank’s members were Community Financial Institutions ("CFIs").
CFlIs are defined by the FHLB Act (as amended by the HER Act) to include all institutions insured by the Federal Deposit
Insurance Corporation (“FDIC”) with average total assets over the three-year period preceding measurement of less than

$1.0 billion, as adjusted annually for inflation. For 2025, CFIs were FDIC-insured institutions with average total assets as of
December 31, 2024, 2023 and 2022 of less than $1.500 billion. For 2024 and 2023, the asset cap was $1.461 billion and $1.417
billion, respectively. For 2026, the asset cap is $1.541 billion.

As of December 31, 2025, 2024 and 2023, approximately 40.4 percent, 43.0 percent and 47.8 percent, respectively, of the
Bank’s members had outstanding advances from the Bank. These usage rates are calculated excluding housing associates and
non-member borrowers. While eligible to borrow, housing associates are not members of the Bank and, as such, are not
required or permitted to hold capital stock. Non-member borrowers consist of institutions that have acquired former members
and assumed the advances and/or other extensions of credit of those former members and former members who have withdrawn
from membership but that continue to have advances and/or other extensions of credit outstanding. Non-member borrowers are
required to hold capital stock to support outstanding advances or other extensions of credit until the time when those advances
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have been repaid or the extensions of credit have expired, as applicable. During the period that their obligations remain
outstanding, non-member borrowers may not request new extensions of credit, nor are they permitted to extend or renew the
assumed extensions of credit.

The Bank’s membership currently includes the majority of commercial banks and savings institutions in its district that are
eligible to become members. Eligible non-members are primarily insurance companies, smaller credit unions and smaller
commercial banks that have thus far elected not to join the Bank. While the Bank anticipates that some number of these eligible
non-member institutions will apply for membership each year, the Bank also anticipates that some number of its existing
members will be acquired or merge with other institutions and it does not currently anticipate a substantial change in the
number of member institutions.

As a cooperative, the Bank is managed with the primary objectives of enhancing the value of membership for member
institutions and fulfilling its public purpose. The value of membership includes access to readily available credit and other
services from the Bank, the value of the cost differential between Bank advances and other potential sources of funds and, to a
far lesser extent, the dividends paid on members’ investments in the Bank’s capital stock.

Business Segments

The Bank manages its operations as one business segment. Management and the Bank’s Board of Directors review enterprise-
wide financial information in order to make operating decisions and assess performance. All of the Bank’s revenues are derived
from U.S. operations.

Interest Income

The Bank’s interest income is derived from advances, investment activities and mortgage loans held for portfolio. Each of these
revenue sources is more fully described below. During the years ended December 31, 2025, 2024 and 2023, interest income
derived from each of these sources (expressed as a percentage of the Bank’s total interest income) was as follows:

Year Ended December 31,
2025 2024 2023
Advances (including prepayment fees) 56.4 % 62.6 % 69.0 %
Investments 38.2 34.1 28.9
Mortgage loans held for portfolio 5.4 33 2.1
Total 100.0 % 100.0 % 100.0 %
Total interest income (in thousands) $5,199,801 $6,905,999 $8,322,183

Substantially all of the Bank’s interest income from advances is derived from financial institutions domiciled in the Bank’s
five-state district.

Products and Services

Advances. The Bank’s primary function is to provide its members with a reliable source of secured credit in the form of loans
known as advances. The Bank offers advances to its members with a wide variety of terms designed to meet members’ business
and risk management needs. Standard offerings include the following types of advances:

Fixed-rate, fixed-term advances. The Bank offers fixed-rate, fixed-term advances with maturities ranging from overnight to
20 years, and with maturities as long as 30 years for Community Investment advances. Interest is generally paid monthly and
principal repaid at maturity for fixed-rate, fixed-term advances.

Fixed-rate, amortizing advances. The Bank offers fixed-rate advances with a variety of final maturities and fixed amortization
schedules. Standard advances offerings include fully amortizing advances with final maturities of 5, 7, 10, 15 or 20 years, and
advances with amortization schedules based on maturities up to 30 years but with shorter final maturities accompanied by
balloon payments of the remaining outstanding principal balance. Borrowers may also request alternative amortization
schedules and maturities. Amortizing Community Investment advances can have maturities as long as 40 years. Interest is
generally paid monthly and principal is repaid in accordance with the specified amortization schedule. Although these advances
have fixed amortization schedules, borrowers may elect to pay a higher interest rate and have an option to prepay the advance
without a fee after a specified lockout period (typically five years). Otherwise, early repayments are subject to the Bank’s
standard prepayment fees.

Variable-rate advances. The Bank offers term variable-rate advances with maturities between one and ten years. The Bank
offers variable-rate advances indexed to discount notes that reset every 8, 13 or 26 weeks based on the results of the FHLBank
System's discount note auctions that typically occur twice every week. In addition, the Bank offers short term variable-rate

3



advances (maturities of 30 days or less) that adjust daily based on the prevailing discount note market. Further, the Bank offers
variable-rate advances indexed to the daily Secured Overnight Financing Rate ("SOFR") for terms ranging from 3 months to 5
years. Variable-rate advances may also include an embedded cap or a call feature that allows the member to terminate the
advance prior to its maturity date.

Putable advances. The Bank also makes advances that include a put feature that allows the Bank to terminate the advance at
specified points in time. If the Bank exercises its option to terminate the putable advance, the Bank offers replacement funding
to the member for a period selected by the member up to the remaining term to maturity of the putable advance, provided the
Bank determines that the member is able to satisfy the normal credit and collateral requirements of the Bank for the
replacement funding requested.

Symmetrical prepayment advances. The Bank also offers fixed-rate, fixed-term or amortizing advances that include a
symmetrical prepayment feature which allows a member to prepay an advance at the lower of par value or fair value plus a
make-whole amount, thus allowing the member to realize a portion of the decrease in fair value that would arise if interest rates
have increased since the advance was originated.

Fixed-rate, fixed-term advances, including Community Investment Program and Economic Development Program advances
(discussed below), can be forward-starting, which allows a member to lock in a rate for an advance that will settle at a future
date. Amortizing advances and certain advances containing the symmetrical prepayment feature are also available on a forward-
starting basis.

Finance Agency regulations require the Bank to establish a formula for and to charge, if necessary, a prepayment fee on an
advance that is repaid prior to maturity in an amount sufficient to make the Bank financially indifferent to the borrower’s
decision to repay the advance prior to its scheduled maturity date. Currently, these fees are generally calculated as the present
value of the difference (if positive) between the interest rate on the prepaid advance and the rate derived from the FHLBank
System consolidated obligations curve for the remaining term to maturity of the repaid advance.

As of December 31, 2025, 2024 and 2023, the Bank's outstanding advances (at par value) totaled $50.8 billion, $68.1 billion
and $80.3 billion, respectively. For the years ended December 31, 2025, 2024 and 2023, average advances outstanding (at par
value) were $63.7 billion, $78.0 billion and $107.1 billion, respectively.

Members are required by statute and regulation to use the proceeds of advances with an original term to maturity of greater than
five years to purchase or fund new or existing residential housing finance assets which, for CFIs, are defined by statute and
regulation to include small business, small farm and small agribusiness loans, loans for community development activities
(subject to the Finance Agency’s requirements as described below) and securities representing a whole interest in such loans.
Community Investment Cash Advances (described below) are exempt from these requirements.

The Bank prices its credit products with the objective of providing benefits of membership that are greatest for those members
that use the Bank’s products most actively, while maintaining sufficient profitability to pay dividends at a rate that makes
members financially indifferent to holding the Bank’s capital stock and that will allow the Bank to increase its retained earnings
over time. Generally, that set of objectives results in small mark-ups over the Bank’s cost of funds for its advances. In keeping
with its cooperative philosophy, the Bank provides the same pricing for advances to all similarly situated members regardless of
asset or transaction size, charter type, or geographic location.

The Bank is required by the FHLB Act to obtain collateral that is sufficient, in the judgment of the Bank, to fully secure
advances and other extensions of credit to members/borrowers. The Bank has not suffered any credit losses on advances since it
was established in 1932. In accordance with the Bank’s Capital Plan, members and former members must hold Class B-2
capital stock in proportion to their outstanding advances and letters of credit. In addition, members must hold Class B-1 capital
stock to meet their membership investment requirement. Pursuant to the FHLB Act, the Bank has a lien upon and holds the
Bank’s Class B-1 and Class B-2 capital stock owned by each of its shareholders as additional collateral for all of the respective
shareholder’s obligations to the Bank.

In order to comply with the requirement to fully secure advances and other extensions of credit, the Bank and each of its
members/borrowers execute a written security agreement that establishes the Bank’s security interest in a variety of the
members’/borrowers’ assets. The Bank, pursuant to the FHLB Act and Finance Agency regulations, originates, renews, or
extends advances only if it has obtained and is maintaining a security interest in sufficient eligible collateral at the time such
advance is made, renewed, or extended. Eligible collateral includes whole first mortgages on improved residential real property
(not more than 90 days delinquent) or securities representing an undivided interest in such mortgages; securities issued, insured,
or guaranteed by the U.S. government or any of its agencies, including mortgage-backed and other debt securities issued or
guaranteed by the Federal National Mortgage Association (“Fannie Mae”), the Federal Home Loan Mortgage Corporation
(“Freddie Mac”), or the Government National Mortgage Association; term deposits in the Bank; and other real estate-related
collateral acceptable to the Bank, provided that such collateral has a readily ascertainable value and the Bank can perfect a
security interest in such assets.



In the case of CFIs, the Bank may also accept as eligible collateral secured small business, small farm, and small agribusiness
loans, secured loans for community development activities, and securities representing a whole interest in such loans, provided
the Bank can perfect a security interest in such collateral and the collateral (i) has a readily ascertainable value, (ii) can be
reliably discounted to account for liquidation, and (iii) can be liquidated in due course.

The HER Act added secured loans for community development activities as a new type of eligible collateral for CFIs. To date,
the Bank has not been requested to accept secured loans for community development activities as collateral.

Except as set forth in the next sentence, the FHLB Act affords any security interest granted to the Bank by any member/
borrower of the Bank, or any affiliate of any such member/borrower, priority over the claims and rights of any party, including
any receiver, conservator, trustee, or similar party having rights of a lien creditor. The Bank’s security interest is not entitled to
priority over the claims and rights of a party that (i) would be entitled to priority under otherwise applicable law and (ii) is an
actual bona fide purchaser for value or is a secured party who has a perfected security interest in such collateral in accordance
with applicable law (e.g., a prior perfected security interest under the Uniform Commercial Code or other applicable law). For
example, as discussed further below, the Bank usually perfects its security interest in collateral by filing a Uniform Commercial
Code financing statement against the borrower. If another secured party, without knowledge of the Bank's lien, perfected its
security interest in that same collateral by taking possession of the collateral, rather than or in addition to filing a Uniform
Commercial Code financing statement against the borrower, then that secured party’s security interest that was perfected by
possession may be entitled to priority over the Bank’s security interest that was perfected by filing a Uniform Commercial Code
financing statement.

From time to time, the Bank agrees to subordinate its security interest in certain assets or categories of assets granted by a
member/borrower of the Bank to the security interest of another creditor (typically, a Federal Reserve Bank or another
FHLBank). If the Bank agrees to subordinate its security interest in certain assets or categories of assets granted by a member/
borrower of the Bank to the security interest of another creditor, the Bank will not extend credit against those assets or
categories of assets.

As stated above, each member/borrower of the Bank executes a security agreement pursuant to which such member/borrower
grants a security interest in favor of the Bank in certain assets of such member/borrower. The assets in which a member grants a
security interest fall into one of two general structures. In the first structure, the member grants a security interest in all of its
assets that are included in the eligible collateral categories, as described above, which the Bank refers to as a “blanket lien.” A
member may request that its blanket lien be modified, such that the member grants in favor of the Bank a security interest
limited to certain of the eligible collateral categories (i.e., whole first residential mortgages, securities, term deposits in the Bank
and other real estate-related collateral). In the second structure, the member grants a security interest in specifically identified
assets rather than in the broad categories of eligible collateral covered by the blanket lien and the Bank identifies those
members as being on “specific collateral only status.”

The basis upon which the Bank will lend to a member that has granted the Bank a blanket lien depends on numerous factors,
including, among others, that member’s financial condition and general creditworthiness. Generally, and subject to certain
limitations, a member that has granted the Bank a blanket lien may borrow up to a specified percentage of the value of eligible
collateral categories, as determined from that member’s financial reports filed with its federal regulator, without specifically
identifying each item of collateral or delivering the collateral to the Bank. Under certain circumstances, including, among
others, a deterioration of a member’s financial condition or general creditworthiness, the amount a member may borrow is
determined only on the basis of the collateral that such member lists with the Bank or the collateral that such member delivers
to the Bank or a third-party custodian approved by the Bank. Under these circumstances, the Bank places the member on
“listing collateral status” or “custody status,” as the case may be. For members on listing collateral status or custody status, the
Bank continues to maintain a security interest in all of the member's “blanket lien” assets. In addition, members on blanket lien
status may choose to list and/or deliver some or all of the collateral to the Bank.

The members/borrowers that are granted specific collateral only status by the Bank are typically either insurance companies or
members/borrowers with an investment grade credit rating from at least two NRSROs that have requested this type of structure.
Insurance companies are permitted to borrow only against the eligible collateral that is delivered to the Bank, and insurance
companies generally grant a security interest only in collateral they have delivered. Members/borrowers with an investment
grade credit rating from at least two NRSROs may grant a security interest in, and would be permitted to borrow only against,
delivered eligible securities and specifically identified, eligible first-lien mortgage loans. Such loans must be delivered to the
Bank or a third-party custodian approved by the Bank, or the Bank and the member/borrower must otherwise take actions that
ensure the priority of the Bank’s security interest in the loans. Investment grade rated members/borrowers that choose this
option are subject to fewer provisions that allow the Bank to demand additional collateral or exercise other remedies based on
the Bank’s discretion.

As of December 31, 2025, 623 of the Bank’s borrowers/potential borrowers with a total of $35.6 billion in outstanding
advances were on blanket lien status, 74 borrowers/potential borrowers with $9.3 billion in outstanding advances were on



specific collateral only status, 18 borrowers/potential borrowers with $0.9 billion in outstanding advances were on listing
collateral status and 73 borrowers/potential borrowers with $5.0 billion in outstanding advances were on custody status.

The Bank perfects its security interest in members'/borrowers’ collateral in a number of ways. The Bank usually perfects its
security interest in collateral by filing a Uniform Commercial Code financing statement against the relevant assets of the
member/borrower. In the case of certain borrowers, the Bank perfects its security interest by taking possession or control of the
collateral, which may be in addition to the filing of a financing statement. In these cases, the Bank also generally takes
assignments of most of the mortgages and deeds of trust that are designated as collateral. Instead of requiring delivery of the
collateral to the Bank, the Bank may allow certain borrowers to deliver specific collateral to a third-party custodian approved by
the Bank or otherwise take actions that ensure the priority of the Bank’s security interest in such collateral.

On at least a quarterly basis, the Bank obtains updated information relating to collateral pledged to the Bank by depository
institution members/borrowers, including those on blanket lien status. This information is either obtained directly from the
member/borrower or obtained by the Bank from appropriate regulatory filings. In addition, on a monthly basis or as otherwise
requested by the Bank, members/borrowers on listing collateral status or custody status and members/borrowers on specific
collateral only status must update information relating to collateral pledged to the Bank. Bank personnel regularly verify the
existence and eligibility of collateral securing advances to members/borrowers on blanket lien status and members/borrowers on
specific collateral only status with respect to any collateral not delivered to the Bank. Members/borrowers on blanket lien status
may be subject to collateral verifications if in the prior 12-month period ending on November 30 the member/borrower relied
on blanket lien collateral or listed loans to support any of its outstanding obligations. The frequency and the extent of these
collateral verifications depend on the average amount by which a member's/borrower’s outstanding obligations to the Bank
during the 12-month period exceed the collateral value of its securities, loans and term deposits held by the Bank or the time
that has elapsed since the last verification. Collateral verifications are not required for members/borrowers that are on custody
status, or are on blanket lien status but at all times have delivered to the Bank or an approved custodian eligible loans, securities
and term deposits with a collateral value in excess of the advances and other extensions of credit to the member/borrower.

In January 2024, the Bank announced the Community Development Special Finance Program ("CDSFP"), a pilot program that
was created to increase member support for single-family home lending activity. Through the pilot program, which began on
March 1, 2024, the Bank provides a more favorable collateral haircut to members that pledge single-family mortgage loans to
certain income-qualified borrowers. Total collateral pledged under the CDSFP cannot exceed $250 million (face value). As of
December 31, 2025, $47 million of collateral had been pledged under this program. The CDSFP will sunset on March 31, 2026.
Collateral pledged prior to the sunset date will continue to receive the more favorable haircut.

Community Investment Cash Advances Program. The Bank offers a Community Investment Cash Advances (“CICA”) program
(which includes a Community Investment Program, an Economic Development Program and a Disaster Relief Program) as
authorized by Finance Agency regulations. Advances made under the CICA program benefit low- to moderate-income
households by providing funds for housing or economic development projects or projects that promote recovery efforts in
communities that have been declared disaster areas by the Federal Emergency Management Agency ("FEMA"). CICA
advances are made at rates below the rates the Bank charges on standard advances. CICA advances are provided separately
from and do not count toward the Bank’s statutory obligations under the Affordable Housing Program, through which the Bank
provides grants to support projects that benefit very low-, low- and moderate-income households as further described below. As
of December 31, 2025, the par value of advances outstanding under the CICA program totaled $221.2 million, representing
approximately 0.4 percent of the Bank’s total advances outstanding as of that date.

Affordable Housing Program. The Bank offers an Affordable Housing Program (“AHP”) as required by the FHLB Act and in
accordance with Finance Agency regulations. The Bank sets aside 10 percent of each year’s earnings (as adjusted for interest
expense on mandatorily redeemable capital stock) for its AHP, which through its AHP General Fund provides grants for
projects that facilitate development of rental and owner-occupied housing for very low-, low- and moderate-income households.
The calculation of the amount to be set aside for the Bank's AHP is further discussed below in the section entitled “AHP
Assessments.” For 2025, 2024 and 2023, the Bank set aside $69.1 million (including $4.3 million of voluntary contributions),
$82.5 million (including $1.7 million of voluntary contributions) and $97.2 million, respectively, for its AHP Program.

Each year, a portion of the amount set aside is typically allocated specifically for the Bank's Homebuyer Equity Leverage
Partnership ("HELP") program, its Special Needs Assistance Program ("SNAP") and its Disaster Rebuilding Assistance
("DRA") program. HELP provides grant funds for down payment and closing cost assistance for eligible first-time homebuyers.
SNAP provides grant funds to special needs homeowners for rehabilitation costs. The DRA program provides grant funds (for
repair and construction costs that are not covered by insurance or federal or state emergency assistance) to low- and very low-
income households in the Bank's member communities that have been declared disaster areas eligible for individual assistance
by FEMA. All three programs are subject to member caps.

For 2025, the Bank set aside from its 2024 AHP funds a total of $23.0 million which was comprised of $17.0 million, $2.0
million and $4.0 million for HELP, SNAP and the DRA program, respectively, with the balance of $59.5 million allocated to its



AHP General Fund. For 2026, the Bank has set aside from its 2025 AHP funds a total of $22.3 million which is comprised of
$17.0 million, $1.8 million and $3.5 million for HELP, SNAP and the DRA program, respectively, with the balance of $46.8
million allocated to its AHP General Fund.

Each year, the Bank conducts a competitive application process to award the funds that have been allocated to the AHP General
Fund. Applications submitted by Bank members and their community partners are scored in accordance with Finance Agency
regulations and the Bank’s AHP Implementation Plan. The highest scoring proposals are approved to receive funds, which are
disbursed upon receipt of documentation that the projects are progressing as specified in the original applications or in approved
modifications thereto.

Voluntary Community Investment Programs. The Bank also offers a number of voluntary loan and grant programs that are
designed to meet specific community investment needs in its district, some of which may change from year to year in response
to those needs.

The Bank offers a Small Business Boost ("SBB") Program, which is designed to provide loans to finance the start up or
expansion of qualified small businesses. Under this volume-limited program, the Bank makes unsecured loans to participating
member institutions which, in turn, fund members' secondary loans to small businesses. At December 31, 2025, $16.0 million
of SBB loans were outstanding.

In April 2024, the Bank introduced the Community Advancement through New Opportunities & Partnerships Yielding Results
Fund (“CANOPY”’). CANOPY was developed to provide long-term, unsecured loans to non-depository CDFI members for use
in supporting underserved, rural and low- to moderate-income communities and populations within the Bank’s district.
Permissible uses for the loan proceeds included affordable housing and community investment activities. The first loans under
this volume-limited program were funded in the fourth quarter of 2024 and the program was fully funded in the second quarter
0f 2025. At December 31, 2025, $36.6 million of CANOPY loans were outstanding.

The Bank offers a Housing Assistance for Veterans ("HAVEN") program that is designed to provide grants to households of
veterans or active service members who were disabled as a result of an injury during their active military service. HAVEN
supports necessary home modifications or offsets new construction costs. The program can also be used for down payment
assistance for qualified first-time homebuyers.

In addition, the Bank offers a Partnership Grant Program which provides funding for the operational needs of community-based
organizations ("CBOs"). CBOs include non-profit organizations involved in affordable housing, local community development
funds and small business technical assistance providers.

The Bank also offers the Pathway Fund (formerly known as the Heirs' Property Program), which assists in-district organizations
(specifically, non-profit, governmental and federally recognized tribal entities) with initiatives that help prevent or address
heirs' property issues. Heirs' property refers to property inherited without a will or legal documentation of ownership.

Further, the Bank offers the FHLB Dallas FORTIFIED Fund, which assists income-qualified homeowners with purchases of
storm-resistant roofs that are designed to help mitigate damage from hurricanes, high winds, hail and severe thunderstorms. In
2025, the program was expanded to include roofs on rental properties.

In 2024, the Bank offered the Capacity Building and Growth Grant ("CBGG"). Introduced in February 2024, the CBGG
program was designed to increase nondepository CDFT's ability to support affordable housing, small businesses and community
economic development.

The Native American Housing Opportunities Fund, first offered in 2024, provides housing-related grants to federally
recognized Native American tribes and Tribally Designated Housing Entities that provide housing services to tribal members
residing in the Bank’s district. Grant recipients must be sponsored by one of the Bank’s member institutions.

In 2025, the Bank offered the Small Business Recovery Grant Program, which was designed to provide relief to small
businesses that incurred damage or were destroyed due to flooding and wildfires that occurred in New Mexico in 2024.

Beginning in 2025, the Bank also offers home ownership/financial education support grants for state housing finance agencies
("SHFAs").

In July 2025, the Bank announced the 2025 Support for Housing Affordability Resource Enhancement ("SHARE 2025")
advance program, which supports members' commitment to housing affordability by providing a reduced interest rate on
advances that support housing affordability initiatives. Under SHARE 2025, the Bank made available $5 billion in advances at
rates that were significantly below standard advance rates. The program was available from July 15, 2025 through January 15,
2026. At December 31, 2025, $1.4 billion of advances were outstanding under the SHARE 2025 program. At the expiration of
the SHARE 2025 program on January 15, 2026, $0.6 billion of advances were outstanding.

Beginning in 2024, the Bank has, in the absence of changes to its statutory AHP obligation and/or the imposition of any new
statutory or regulatory assessments, committed to annually make available for its voluntary loan and grant programs an amount
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that equals or exceeds five percent of its prior year income before assessments as adjusted for interest expense on mandatorily
redeemable capital stock and the income statement effects of its voluntary programs and AHP make-whole contributions, as
further discussed in Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations.

The following table sets forth a summary of the amounts that the Bank made available for its voluntary loan programs
(excluding receipts of principal and interest on voluntary program loans) as well as the amounts it expensed for voluntary
grants, subsidies and donations in 2025, 2024 and 2023. Prior to 2024, the Bank did not have a target minimum allocation for
its voluntary community investment programs.

AMOUNTS MADE AVAILABLE/EXPENSED FOR VOLUNTARY PROGRAMS
(dollars in thousands)

2025 2024 2023
Loan Programs $ 6,703 $ 37,601 $ 4,000
Grant Programs) 33,855 12,674 1,956
Subsidies and Donations 2,526 250 3,387
Total $ 43,084 $ 50,525 $ 9,343
Target Minimum Allocation $ 41,241 $ 48,881 $ —
Percentage of Prior Year Adjusted Income Before Assessments® 5.22 % 5.06 % — %

(M 2024 amount includes $1,058,000 of FORTIFIED Fund grants that were made in 2023 and funded in 2024.
@ 2024 percentage is calculated excluding conditional FORTIFIED Fund grants that were made in 2023 and funded in 2024.

Communities within the Bank's district are subject to severe storms from time to time. To promote recovery efforts in
communities that have been devastated by storms, the Bank will typically offer assistance in the form of grants and/or
charitable donations. During 2025, 2024 and 2023, the Bank provided assistance to various charitable organizations to assist
with storm-related recovery efforts.

For 2026, the Bank has committed to make available $34.6 million for its voluntary loan and grant programs.

Standby Letters of Credit. The Bank’s credit services also include standby letters of credit issued or confirmed on behalf of
members to facilitate business transactions with third parties that support residential housing finance, community lending, or
asset/liability management or to provide liquidity to members. Standby letters of credit are also issued on behalf of members to
secure the deposits of public entities that are held by such members. All letters of credit must be fully collateralized as though
they were funded advances. At December 31, 2025 and 2024, outstanding standby letters of credit totaled $33.1 billion and
$33.7 billion, respectively, of which $438 million and $24 million, respectively, had been issued or confirmed under the Bank’s
CICA program.

Correspondent Banking and Collateral Services. The Bank provides its members with a variety of correspondent banking and
collateral services. These services include overnight and term deposit accounts, wire transfer services, securities safekeeping,
and securities pledging services.

Standby Bond Purchase Agreements. The Bank offers standby bond purchase services to state housing finance agencies within
its district. In these transactions, in order to enhance the liquidity of bonds issued by a state housing finance agency, the Bank,
for a fee, agrees to stand ready to purchase, in certain circumstances specified in the standby agreement, a state housing finance
agency’s bonds that the remarketing agent for the bonds is unable to sell. The specific terms for any bonds purchased by the
Bank are specified in the standby bond purchase agreement entered into by the Bank and the state housing finance agency. The
Bank reserves the right to sell any bonds it purchases at any time, subject to any conditions the Bank agrees to in the standby
bond purchase agreement. At December 31, 2025, the Bank had outstanding standby bond purchase agreements with a state
housing finance agency totaling $930 million. To date, the Bank has never been required to purchase any bonds under these
agreements.

MPF Xtra. The Bank offers MPF Xtra® to its members. MPF Xtra is offered under the Mortgage Partnership Finance®
(“MPF”®) program administered by the FHLBank of Chicago, which is discussed on pages 10-11 of this report (“Mortgage
Partnership Finance,” “MPF,” and "MPF Xtra" are registered trademarks of the FHLBank of Chicago). MPF Xtra provides
members that participate in the MPF program (known as participating financial institutions or "PFIs") an opportunity to sell
certain fixed-rate, conforming mortgage loans into the secondary market. Under this program, loans are sold to the FHLBank of
Chicago and are concurrently sold to Fannie Mae as a third-party investor. These loans are not held by the Bank, nor are they
recorded on the Bank's balance sheet. Unlike other products offered under the MPF program, PFIs are not required to provide
credit enhancement and do not receive credit enhancement fees when using the MPF Xtra product. Under the MPF Xtra



program, the Bank receives a fee for any loans sold by its PFIs. During 2025, 2024 and 2023, $7.0 million, $17.1 million and
$26.3 million, respectively, of loans were sold through the MPF Xtra program and the fees earned on the sale of these loans
were insignificant.

Investment Activities

The Bank maintains a portfolio of investments to enhance interest income and meet liquidity needs, including certain regulatory
liquidity requirements, as discussed in Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources. To ensure the availability of funds to meet members’ credit needs, the Bank’s
operating needs, and its other general and regulatory liquidity requirements, the Bank maintains a portfolio of short-term
investments typically consisting of overnight federal funds issued by highly rated domestic banks and U.S. branches of foreign
financial institutions, overnight reverse repurchase agreements, overnight interest-bearing deposits with highly rated domestic
banks and U.S. Treasury Bills and Notes. At December 31, 2025, the Bank’s short-term investments were comprised of $16.7
billion of overnight reverse repurchase agreements (of which $6.4 billion was transacted with the Federal Reserve Bank of New
York), $7.4 billion of overnight federal funds sold, $2.7 billion of overnight interest-bearing deposits and $3.5 billion of U.S.
Treasury Notes.

To enhance net interest income, the Bank maintains a long-term investment portfolio, which currently includes mortgage-
backed securities ("MBS") issued by U.S. government-sponsored enterprises (i.e., Fannie Mae and Freddie Mac) and non-MBS
debt instruments issued by U.S. government-sponsored enterprises (i.e., Fannie Mae and the Farm Credit System). The interest
rate and, in the case of MBS, prepayment risk inherent in the securities is managed through a variety of debt and interest rate
derivative instruments.

As of December 31, 2025, 2024 and 2023, the composition of the Bank’s long-term investment portfolio was as follows (dollars
in millions):

December 31,

2025 2024 2023
Amortized Amortized Amortized
Cost Percentage Cost Percentage Cost Percentage
Government-sponsored enterprises
Commercial MBS $ 17,635 874% $§ 16,745 872% § 14,293 79.4 %
Debentures 1,490 7.4 2,044 10.6 3,084 17.1
Residential MBS 1,048 5.2 224 1.2 253 1.4
Government-guaranteed securities — — 190 1.0 368 2.1
Total $§ 20,173 100.0 % $ 19,203 100.0 % § 17,998 100.0 %

The Bank is precluded from purchasing additional MBS if such purchase would cause the aggregate amortized historical cost of
its MBS holdings to exceed an amount equal to 300 percent of its total regulatory capital at the time of purchase. For purposes
of applying this limit, the Finance Agency defines "amortized historical cost" as the sum of the initial investment, less the
amount of cash collected that reduces principal, less write-downs plus yield accreted to date. This definition excludes hedge
basis adjustments, which, for investment securities, are included in the definition of amortized cost basis under accounting
principles generally accepted in the United States of America ("U.S. GAAP"). Using this definition, the Bank's MBS holdings
totaled $18.9 billion as of December 31, 2025, which represented 287 percent of its total regulatory capital at that date. Given
other balance sheet constraints imposed by the Finance Agency (see the section entitled "Core Mission Achievement" on page
11 of this report) and in the absence of a significant reduction in the size of the Bank's balance sheet and, correspondingly, its
regulatory capital, the Bank's investments in MBS are expected to remain below the regulatory dollar limit.

Prior to January 1, 2020, the Bank was permitted to invest in the non-MBS debt obligations of any GSE provided such
investments in any single GSE did not exceed the lesser of the Bank’s total regulatory capital or that GSE's total capital (taking
into account the financial support provided by the U.S. Department of the Treasury, if applicable) at the time new investments
were made. The Bank's authority to invest in the non-MBS debt obligations of GSEs that are not operating with capital support
or some other form of direct financial assistance from the U.S. government was reduced beginning January 1, 2020. The Bank's
investments in the non-MBS debt obligations of Fannie Mae and Freddie Mac are each currently limited to an amount equal to
100 percent of the Bank's total regulatory capital while investments in the non-MBS debt obligations of the Farm Credit System
are now limited to an amount equal to 15 percent of the Bank's total regulatory capital.

For additional constraints relating to the Bank's long-term investment portfolio, see the section below entitled "Core Mission
Achievement."



In accordance with Finance Agency policy and regulations, total capital for purposes of determining the Bank’s MBS and non-
MBS investment limitations excludes accumulated other comprehensive income (loss) and includes all amounts paid in for the
Bank’s capital stock regardless of accounting classification (see Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations). The Bank is not required to sell or otherwise reduce any investments that exceed these
regulatory limits due to reductions in capital or increases in amortized historical cost that occur after the investments are made,
but it is precluded from making additional investments that exceed these limits.

Finance Agency regulations include a variety of restrictions and limitations on the FHLBanks’ investment activities, including
limits on the types, amounts, and maturities of unsecured investments in private issuers. Finance Agency rules and regulations
also prohibit the Bank from investing in certain types of securities, including:

* instruments, such as common stock, that represent an ownership interest in an entity, other than stock in small business
investment companies, or certain investments targeted to low-income persons or communities;

* instruments issued by non-United States entities, other than those issued by United States branches and agency offices of
foreign commercial banks;

»  debt instruments that are not investment quality, other than certain investments targeted to low-income persons or
communities and instruments that became non-investment quality after purchase by the Bank;

»  whole mortgages or other whole loans, other than (1) those acquired by the Bank through a duly authorized Acquired
Member Assets program such as the Mortgage Partnership Finance program discussed below; (2) certain investments
targeted to low-income persons or communities; (3) certain marketable direct obligations of state, local, or tribal
government units or agencies that are investment quality; (4) MBS or asset-backed securities backed by manufactured
housing loans or home equity loans; and (5) certain foreign housing loans authorized under Section 12(b) of the FHLB Act;

* non-U.S. dollar denominated securities;
* interest-only or principal-only stripped MBS;

» residual-interest or interest-accrual classes of collateralized mortgage obligations and real estate mortgage investment
conduits; and

» fixed-rate MBS or floating-rate MBS that, on trade date, are at rates equal to their contractual cap and that have average
lives that vary by more than six years under an assumed instantaneous interest rate change of 300 basis points.

Acquired Member Assets ("AMA")

Through the MPF program, the Bank currently invests in conventional residential mortgage loans originated by its PFIs. The
Bank previously purchased conventional mortgage loans and government-guaranteed/insured mortgage loans (i.e., those
insured or guaranteed by the Federal Housing Administration or the Department of Veterans Affairs) during the period from
1998 to mid-2003, and resumed acquiring conventional mortgage loans under this program in early 2016. Substantially all of
the $6.5 billion (unpaid principal balance) of mortgage loans on the Bank's balance sheet at December 31, 2025 were
conventional loans acquired during the period from 2016 through 2025.

The Bank manages the liquidity, interest rate and prepayment risk of these loans, while the PFIs or their designees retain the
servicing activities. The Bank and the PFIs share in the credit risk of the loans with the Bank assuming a limited first loss
obligation defined as the First Loss Account (“FLA”), and the PFIs assuming credit losses in excess of the FLA, up to the
amount of the required credit enhancement obligation ("CE Obligation") as specified in the master agreement (“Second Loss
Credit Enhancement”). Depending on the MPF product structure, the FLA is either a memo account calculated as the
cumulative amount of a specified portion of the monthly interest payments on the MPF loans (e.g., 4 basis points, annualized,
per month), or a specified percentage amount of MPF loans outstanding (e.g., 35 basis points of the principal amount of the
loans). In the first case, the Bank’s first loss obligation is limited to the accumulated amount of the FLA, while in the second
case the Bank’s first loss obligation is limited to the specified percentage of the loans outstanding, subject to recovery from
future credit enhancement fees otherwise payable to the PFI as described below.

The CE Obligation is the amount of credit enhancement needed for a pool of loans delivered under a master commitment to be
considered “AMA investment grade,” which is defined in the Finance Agency's regulations as sufficient credit enhancement
such that the Bank expects to be “paid principal and interest in all material respects, even under reasonably likely adverse
changes to expected economic conditions.” The Bank assumes all losses in excess of the Second Loss Credit Enhancement. As
further described below, the PFIs are paid a fee by the Bank for assuming a portion of the credit risk of the loans.

The PFI’s CE Obligation arises under its PFI Agreement while the amount and nature of the obligation are determined with
respect to each master commitment. Under the Finance Agency’s Acquired Member Asset regulation (12 C.F.R. part 1268)
(“AMA Regulation”), the PFI must “bear the economic consequences” of certain credit losses with respect to a master
commitment based upon the MPF product and other criteria. Under the MPF program, the PFI’s credit enhancement protection
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may take the form of the CE Obligation, which represents the direct liability to pay credit losses incurred with respect to that
master commitment, or may require the PFI to obtain and pay for a supplemental mortgage insurance (“SMI”) policy insuring
the Bank for a portion of the credit losses arising from the master commitment, and/or the PFI may contract for a contingent
performance-based credit enhancement fee whereby such fees are reduced by losses up to a certain amount arising under the
master commitment. The credit risk-sharing structures utilized by the Bank during the period from 2016 through 2025 have not
included SMI. Under the AMA Regulation, any portion of the CE Obligation that is a PFI’s direct liability must be
collateralized by the PFI in the same way that advances are collateralized. The PFI Agreement provides that the PFI’s
obligations under the PFI Agreement are secured along with other obligations of the PFI under its regular advances agreement
with the Bank and, further, that the Bank may request additional collateral to secure the PFI’s obligations. PFIs are paid a credit
enhancement fee (“CE fee”) as an incentive to minimize credit losses, to share in the risk of loss on MPF loans and to pay for
SMI (if applicable), rather than paying a guaranty fee to other secondary market purchasers. CE fees are paid monthly and are
determined based on the remaining unpaid principal balance of the MPF loans. The required CE Obligation may vary
depending on the MPF product alternatives selected. The Bank also pays performance-based CE fees that are based on the
actual performance of the pool of MPF loans under each individual master commitment. To the extent that losses incurred by
the Bank as part of its first loss obligation in the current month exceed accrued performance-based CE fees, the remaining
losses may be recovered from future performance-based CE fees payable to the PFI.

PFIs must comply with the requirements of the PFI agreement, MPF guides, applicable law and the terms of mortgage
documents. If a PFI fails to comply with any of these requirements, it may be required to repurchase the MPF loans that are
impacted by such failure. The reasons that a PFI could be required to repurchase an MPF loan include, but are not limited to,
the failure of the loan to meet underwriting standards, the PFI’s failure to deliver a qualifying promissory note and certain other
relevant documents to an approved custodian, a servicing breach, fraud or other misrepresentations by the PFI. In addition, a
PFI may, under the terms of the MPF servicing guide, elect to repurchase any government-guaranteed/insured loan for an
amount equal to the loan’s then current scheduled principal balance and accrued interest thereon, provided no payment has been
made by the borrower for three consecutive months. This policy allows PFIs to comply with loss mitigation requirements of the
applicable government agency in order to preserve the insurance guaranty coverage.

As of December 31, 2025 and 2024, MPF loans held for portfolio (net of allowance for credit losses) were $6.6 billion and $5.8
billion, respectively, representing approximately 6.0 percent and 4.5 percent, respectively, of the Bank’s total assets at each of
those dates. Over time, the Bank expects to increase the balance of its mortgage loan portfolio to an amount that approximates
10 percent to 15 percent of its total assets.

On June 3, 2020, the Finance Agency issued a final rule which amended the FHLBank housing goals regulation. Beginning in
2023, the rule establishes a mortgage purchase housing goal target in which 20 percent of any mortgage loans that are
purchased in a calendar year (based on the number of loans acquired) must be comprised of loans to low-income or very low-
income families, or to families in low-income areas. The rule also establishes a separate small member participation housing
goal. Under this provision of the rule, a target level of 50 percent of a FHLBank’s members that are selling mortgage loans to
the FHLBank in a calendar year must be small members. Small members are defined as any AMA user whose average total
assets over the three-year period culminating in the year preceding the one being reviewed are no greater than the applicable
community-based AMA user cap (which is the same cap that is used to define CFIs). The rule's housing goals apply to each
FHLBank that acquires any mortgage loans during a calendar year. If the Finance Agency determines that a FHLBank has
failed to meet any housing goal and the achievement of that housing goal was feasible, it may require the FHLBank to submit a
housing plan for approval. Among other things, the housing plan would need to describe the specific actions that the FHLBank
will take to achieve the housing goal for the next calendar year. In each of the last three calendar years, the Bank met each of
the two housing goals. During the years ended December 31, 2025, 2024 and 2023, 23.0 percent, 23.5 percent and 22.8 percent,
respectively, of the mortgage loans purchased by the Bank were comprised of loans that were made to low-income or very low-
income families, or to families in low-income areas and 56.8 percent, 61.5 percent and 57.5 percent, respectively, of members
that sold mortgage loans to the Bank were small members. It is possible that these housing goals could limit the Bank’s future
purchase volumes. In addition, the Bank's housing goals could negatively impact PFI’s ability to sell loans to the Bank.

Core Mission Achievement

On July 14, 2015, the Finance Agency issued an Advisory Bulletin ("AB 2015-05") that provides guidance to the FHLBanks
regarding core mission achievement. As stipulated in AB 2015-05, the Finance Agency assesses each FHLBank’s core mission
achievement by calculating the ratio of a FHLBank's primary mission assets (defined for this purpose as advances and mortgage
loans held for portfolio) relative to its consolidated obligations (hereinafter referred to as the core mission asset or "CMA"
ratio). On August 23, 2018, the Finance Agency issued an Advisory Bulletin that, among other things, allows each FHLBank
(beginning January 1, 2019) to adjust its CMA ratio (as defined in AB 2015-05) by deducting from the ratio's denominator the

11



FHLBank's holdings of U.S. Treasury securities with a remaining maturity no greater than 10 years that are classified as trading
or available-for-sale. The CMA ratio is calculated for each calendar year using annual average par values.

AB 2015-05 also provides the Finance Agency’s expectations for each FHLBank’s strategic plan based on the FHLBank's
CMA ratio, which are:

»  when the CMA ratio is 70 percent or higher, the strategic plan should include an assessment of the FHLBank’s prospects
for maintaining that level of core mission achievement;

»  when the CMA ratio is at least 55 percent but less than 70 percent, the strategic plan should explain the FHLBank’s plans
to increase its mission focus; and

»  when the CMA ratio is below 55 percent, the strategic plan should include a robust explanation of the circumstances that
caused the CMA ratio to be below that level, as well as a detailed description of the FHLBank's plans to increase the ratio.
AB 2015-05 provides that if a FHLBank has a CMA ratio below 55 percent over the course of several consecutive reviews,
then the FHLBank’s board of directors should consider possible strategic alternatives as part of its strategic planning.

For the years ended December 31, 2025, 2024 and 2023, the Bank's CMA ratio was 70.3 percent, 73.4 percent and 76.7 percent,
respectively.

Demand for the Bank's advances was extraordinary during the first quarter of 2023, particularly during the five-day period from
March 13, 2023 through March 17, 2023 in response to the turmoil in the banking industry and financial markets that was
sparked by the financial difficulties experienced by some out-of-district depository institutions. The increase in the Bank's
advances during this period was driven largely by demand from savings institutions and commercial banks as they sought to
increase their liquidity levels and it caused the average balance of the Bank's advances, as a percentage of its average balance
sheet, to increase in 2023, resulting in an increase in the Bank's CMA ratio. As market liquidity began to normalize in the
second quarter of 2023, member demand moderated and, correspondingly, advances balances began to decline toward the end
of that period. This trend continued in the second half of 2023 and throughout 2024 and 2025, resulting in a reduction of the
Bank's CMA ratio in 2024 and a further reduction in 2025.

For 2026, the Bank's goal is to maintain a CMA ratio of at least 70 percent. Among other things, the achievement of this goal
will be dependent upon the level of demand for advances, the volume of mortgage loan purchases and prepayments, and the
Bank's ability to prudently manage the level and composition of its liquidity portfolio. Currently, the Bank believes this goal
could be very challenging to achieve given its expectation that advances will likely continue to decline in 2026. If the Bank
expected that its CMA ratio could fall below 70 percent for a calendar year due, for example, to a significant decline in
advances, the Bank could choose to rely more heavily on U.S. Treasury securities to meet its liquidity requirements (given the
favorable treatment afforded such investments in the Bank's CMA ratio relative to other short-term investment alternatives)
and/or it could elect to selectively reduce the size of its long-term investment portfolio by selling assets or, alternatively, by not
replacing long-term investment securities that mature or are prepaid which could (in comparison to selling assets) extend the
period over which the Bank's CMA ratio was below 70 percent. Reducing the size of the Bank's long-term investment portfolio
either immediately or over time would have the effect of reducing its future earnings. Similarly, investing in U.S. Treasury
securities rather than alternative short-term investments would likely reduce the Bank's earnings. The Bank has no current plan
to sell any long-term investments.

Funding Sources

General. The principal funding source for the Bank is consolidated obligations issued in the capital markets through the Office
of Finance. Member deposits and the proceeds from the issuance of capital stock are also funding sources for the Bank.
Consolidated obligations consist of consolidated obligation bonds and consolidated obligation discount notes. Discount notes
are consolidated obligations with maturities of one year or less, and consolidated obligation bonds typically have maturities in
excess of one year.

The Bank determines its participation in the issuance of consolidated obligations based upon, among other things, its own
funding and operating requirements and the amounts, maturities, rates of interest and other terms available in the marketplace.
In collaboration with the FHLBanks, the issuance terms for consolidated obligations are established by the Office of Finance,
subject to policies established by its board of directors and the regulations of the Finance Agency. In addition, before the
FHLBank System issues and offers obligations to the public, the U.S. Secretary of the Treasury shall prescribe the form,
denomination, maturity, interest rate, and conditions of the obligations, the way and time issued, and the selling price.

Consolidated obligation bonds generally satisfy long-term funding needs. Typically, the maturities of these securities range
from 1 to 30 years, but their maturities are not subject to any statutory or regulatory limit. Consolidated obligation bonds can be
fixed-rate or variable-rate and may be callable or non-callable.
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Consolidated obligation bonds are issued and distributed through negotiated or competitively bid transactions with underwriters
or bidding group members. The Bank receives 100 percent of the proceeds of bonds issued through direct negotiation with
underwriters of System debt when it is the sole primary obligor on consolidated obligation bonds. When the Bank and one or
more other FHLBanks jointly agree to the issuance of bonds directly negotiated with underwriters, the Bank receives the
portion of the proceeds of the bonds agreed upon with the other FHLBanks; in those cases, the Bank is the primary obligor for a
pro rata portion of the bonds based on the proceeds it receives. In these cases, the Bank records on its balance sheet only that
portion of the bonds for which it is the primary obligor. The majority of the Bank’s consolidated obligation bond issuance has
been conducted through direct negotiation with underwriters of System debt, and a majority of that issuance has been without
participation by the other FHLBanks.

The Bank may also request that specific amounts of specific bonds be offered by the Office of Finance for sale through
competitive auction conducted with underwriters that are bidding group members. One or more other FHLBanks may also
request that amounts of these same bonds be offered for sale for their benefit through the same auction. The Bank may receive
from zero to 100 percent of the proceeds of the bonds issued through competitive auction depending on the amounts and costs
for the bonds bid by underwriters, the maximum costs the Bank or other FHLBanks, if any, participating in the same issue are
willing to pay for the bonds, and Office of Finance guidelines for allocation of bond proceeds among multiple participating
FHLBanks.

Consolidated obligation discount notes are a significant funding source for money market instruments and for advances with
short-term maturities or repricing frequencies of less than one year, or advances for which the interest rate is indexed to
discount notes. Discount notes are sold at a discount and mature at par, and are offered daily through a consolidated obligation
discount notes selling group and through other authorized securities dealers.

On a daily basis, the Bank may request that specific amounts of consolidated obligation discount notes with specific maturity
dates be offered by the Office of Finance at a specific cost for sale to securities dealers in the discount note selling group. One
or more other FHLBanks may also request that amounts of discount notes with the same maturities be offered for sale for their
benefit on the same day. The Office of Finance commits to issue discount notes on behalf of the participating FHLBanks when
securities dealers in the selling group submit orders for the specific discount notes offered for sale. The Bank may receive from
zero to 100 percent of the proceeds of the discount notes issued through this sales process depending on the maximum costs the
Bank or other FHLBanks, if any, participating in the same discount notes are willing to pay for the discount notes, the amounts
of orders for the discount notes submitted by securities dealers, and Office of Finance guidelines for allocation of discount note
proceeds among multiple participating FHLBanks. Under the Office of Finance guidelines, FHLBanks generally receive
funding on a first-come-first-served basis subject to a $25 million threshold limit within each category of discount notes. Within
each category of discount notes, the allocation process is repeated until all orders are filled or canceled.

Twice weekly, the Bank may also request that specific amounts of consolidated obligation discount notes with fixed maturity
dates ranging from 4 to 26 weeks be offered by the Office of Finance through competitive auctions conducted through
securities dealers in the discount note selling group. One or more other FHLBanks may also request that amounts of those same
discount notes be offered for sale for their benefit through the same auction. The discount notes offered for sale through
competitive auction are not subject to a limit on the maximum costs the FHLBanks are willing to pay. The FHLBanks receive
funding at a single price based on a Dutch auction format. If the bids submitted are less than the total of the FHLBanks’
requests, the Bank receives funding based on the ratio of the Bank’s regulatory capital (defined on page 36 of this report)
relative to the regulatory capital of the other FHLBanks offering discount notes. The majority of the Bank’s discount note
issuance in maturities of 4 weeks or longer is conducted through the auction process. Regardless of the method of issuance, as
with consolidated obligation bonds, the Bank is the primary obligor for the portion of discount notes issued for which it has
received the proceeds.

On occasion, and as an alternative to issuing new debt, the Bank may assume the outstanding consolidated obligations for
which other FHLBanks are the original primary obligors. This occurs in cases where the original primary obligor may have
participated in a large consolidated obligation issue to an extent that exceeded its immediate funding needs in order to facilitate
better market execution for the issue. The original primary obligor might then warehouse the funds until they were needed, or
make the funds available to other FHLBanks. Transfers may also occur when the original primary obligor’s funding needs
change, and that FHLBank offers to transfer debt that is no longer needed to other FHLBanks. Transferred debt may be in the
form of discount notes or bonds. In connection with these transactions, the Bank becomes the primary obligor for the
transferred debt. The Bank participates in such transfers of funding from other FHLBanks when the transfer represents
favorable pricing relative to a new issue of consolidated obligations with similar features. In addition, the Bank occasionally
transfers debt that it no longer needs to other FHLBanks.

Joint and Several Liability. Although the Bank is primarily liable only for its portion of consolidated obligations (i.e., those
consolidated obligations issued on its behalf and those that have been assumed from other FHLBanks), it is also jointly and
severally liable with the other FHLBanks for the payment of principal and interest on all of the consolidated obligations issued
by the FHLBanks. The Finance Agency, in its discretion, may require any FHLBank to make principal or interest payments due
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on any consolidated obligation, regardless of whether there has been a default by a FHLBank having primary liability. To the
extent that a FHLBank makes any payment on a consolidated obligation on behalf of another FHLBank, the paying FHLBank
shall be entitled to reimbursement from the FHLBank with primary liability. The FHLBank with primary liability would have a
corresponding liability to reimburse the FHLBank providing assistance to the extent of such payment and other associated costs
(including interest to be determined by the Finance Agency). However, if the Finance Agency determines that the primarily
liable FHLBank is unable to satisfy its obligations, then the Finance Agency may allocate the outstanding liability among the
remaining FHLBanks on a pro rata basis in proportion to each FHLBank’s participation in all consolidated obligations
outstanding, or on any other basis that the Finance Agency may determine. No FHLBank has ever failed to make any payment
on a consolidated obligation for which it was the primary obligor; as a result, the regulatory provisions for directing other
FHLBanks to make payments on behalf of another FHLBank or allocating the liability among other FHLBanks have never been
invoked. Consequently, the Bank has no means to determine how the Finance Agency might allocate the obligations of a
FHLBank that is unable to pay consolidated obligations for which such FHLBank is primarily liable. If principal of or interest
on any consolidated obligation issued by the FHLBank System is not paid in full when due, the Bank may not pay dividends to,
or repurchase shares of stock from, any shareholder of the Bank.

The FHLBanks and the Office of Finance are parties to the Amended and Restated Federal Home Loan Banks P&I Funding and
Contingency Plan Agreement which is designed to facilitate the timely funding of principal and interest payments on FHLBank
System consolidated obligations in the event that a FHLBank is not able to meet its funding obligations in a timely manner. For
additional information regarding this agreement, see Item 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Liquidity and Capital Resources.

According to the Office of Finance, the 11 FHLBanks had (at par value) approximately $1.152 trillion and $1.193 trillion in
consolidated obligations outstanding at December 31, 2025 and 2024, respectively. The Bank was the primary obligor on $98.8
billion and $119.2 billion (at par value), respectively, of these consolidated obligations.

Certification and Reporting Obligations. Under Finance Agency regulations, before the end of each calendar quarter and before
paying any dividends for that quarter, the President and Chief Executive Officer of the Bank must certify to the Finance Agency
that, based upon known current facts and financial information, the Bank will remain in compliance with its depository and
liquidity requirements and will remain capable of making full and timely payment of all current obligations (which includes the
Bank’s obligation to pay principal of and interest on consolidated obligations) coming due during the next quarter. The Bank is
required to provide notice to the Finance Agency if it (i) is unable to provide the required certification, (ii) projects at any time
that it will fail to comply with its liquidity requirements or will be unable to meet all of its current obligations due during the
quarter, (iii) actually fails to comply with its liquidity requirements or to meet all of its current obligations due during the
quarter, or (iv) negotiates to enter into or enters into an agreement with one or more other FHLBanks to obtain financial
assistance to meet its current obligations due during the quarter. The Bank has been in compliance with the applicable reporting
requirements at all times since they became effective in 1999.

A FHLBank must file a consolidated obligation payment plan for the Finance Agency’s approval if (i) the FHLBank becomes a
non-complying FHLBank as a result of failing to provide the required certification, (ii) the FHLBank becomes a non-complying
FHLBank as a result of being required to provide the notice described above to the Finance Agency, except in the case of a
failure to make a payment on a consolidated obligation caused solely by an external event such as a power failure, or (iii) the
Finance Agency determines that the FHLBank will cease to be in compliance with its liquidity requirements or will lack the
capacity to meet all of its current obligations due during the quarter.

A non-complying FHLBank is permitted to continue to incur and pay normal operating expenses in the regular course of
business, but may not incur or pay any extraordinary expenses, or declare or pay dividends, or redeem any capital stock, until
such time as the Finance Agency has approved the FHLBank’s consolidated obligation payment plan or inter-FHLBank
assistance agreement, or ordered another remedy, and all of the non-complying FHLBank’s direct obligations have been paid.

Negative Pledge Requirements. Each FHLBank must maintain specified assets free from any lien or pledge in an amount at
least equal to its participation in outstanding consolidated obligations. Eligible assets for this purpose include (i) cash;

(i1) obligations of, or fully guaranteed by, the U.S. government; (iii) secured advances; (iv) mortgages having any guaranty,
insurance, or commitment from the U.S. government or any related agency; and (v) investments described in Section 16(a) of
the FHLB Act, which, among other items, include securities that a fiduciary or trust fund may purchase under the laws of the
state in which the FHLBank is located. The Bank was in compliance with its negative pledge requirements at all times during
the years ended December 31, 2025, 2024 and 2023.

Office of Finance. The Office of Finance (“OF”) is a joint office of the 11 FHLBanks that executes the issuance of consolidated
obligations, as agent, on behalf of the FHLBanks. The OF also services all outstanding consolidated obligation debt, serves as a
source of information for the FHLBanks on capital market developments, manages the FHLBank System’s relationship with
rating agencies as it pertains to the consolidated obligations, and prepares and distributes the annual and quarterly combined
financial reports for the FHLBanks.
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The OF’s board of directors is comprised of 16 directors: the 11 FHLBank presidents, who serve ex officio, and 5 independent
directors, who each serve five-year terms that are staggered so that not more than one independent directorship is scheduled to
become vacant in any one year. Independent directors are limited to two consecutive full terms. Independent directors must be
United States citizens. As a group, the independent directors must have substantial experience in financial and accounting
matters and they must not have any material relationship with any FHLBank or the OF.

One of the responsibilities of the board of directors of the OF is to establish policies regarding consolidated obligations to
ensure that, among other things, such obligations are issued efficiently and at the lowest all-in funding costs for the FHLBanks
over time consistent with prudent risk management practices and other market and regulatory factors.

The Finance Agency has regulatory oversight and enforcement authority over the OF and its directors and officers generally to
the same extent as it has such authority over a FHLBank and its respective directors and officers. The FHLBanks are
responsible for jointly funding the monthly expenses of the OF, which are shared on a pro rata basis with two-thirds based on
each FHLBank’s total consolidated obligations outstanding (calculated as an average of the prior 12 month-end balances) and
one-third divided equally among all of the FHLBanks.

Competition

Demand for the Bank’s advances is affected by, among other things, the cost of other available sources of funds for its
members, including deposits. The Bank competes with other suppliers of wholesale funding, both secured and unsecured,
including investment banking concerns, commercial banks, the Federal Reserve and, in certain circumstances, other FHLBanks.
Historically, sources of wholesale funds for its members have included unsecured long-term debt, unsecured short-term debt
such as federal funds, repurchase agreements and deposits issued into the brokered certificate of deposit market. The
availability of funds through these wholesale funding sources can vary from time to time as a result of a variety of factors
including, among others, market conditions, members’ creditworthiness and availability of collateral. The availability of these
alternative private funding sources could significantly influence the demand for the Bank’s advances. The Bank competes
against other financing sources on the basis of cost, the relative ease by which the members can access the various sources of
funds, collateral requirements, and the flexibility desired by the member when structuring the liability.

As a debt issuer, the Bank competes with Fannie Mae, Freddie Mac and other GSEs, as well as corporate, sovereign and
supranational entities for funds raised in the national and global debt markets. Increases in the supply of competing debt
products could, in the absence of increases in demand, result in higher debt costs for the FHLBanks. Although investor demand
for FHLBank debt has historically been sufficient to meet the Bank’s funding needs, there can be no assurance that this will
always be the case.

Capital

The Bank’s capital consists of capital stock owned by its members (and, in some cases, non-member borrowers or former
members as previously discussed), plus retained earnings and accumulated other comprehensive income (loss). Consistent with
the FHLB Act and the Finance Agency's regulations, the Bank’s Capital Plan requires each member to own Class B stock
(redeemable with five years’ written notice subject to certain restrictions) in an amount equal to the sum of a membership
investment requirement and an activity-based investment requirement. Specifically, the Bank’s Capital Plan requires members
to hold capital stock in proportion to their total asset size and borrowing activity with the Bank. Members are also required to
hold capital stock for letters of credit. The Bank has two sub-classes of Class B Stock. Class B-1 Stock is used to meet the
membership investment requirement and Class B-2 Stock is used to meet the activity-based investment requirement. The
Bank’s capital stock is not publicly traded and it may be issued, repurchased, redeemed and, with the prior approval of the
Bank, transferred only at its par value.

For more information about the Bank’s minimum capital requirements, see Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Risk-Based Capital Rules and Other Capital Requirements.

Retained Earnings. The Bank has a retained earnings policy that calls for the Bank to maintain retained earnings in an amount at
least sufficient to protect the par value of the Bank's capital stock against potential economic losses that could arise from a
variety of designated risk factors. The Bank updates its retained earnings target calculations quarterly under an analytic
framework that takes into account the potential losses for each risk factor under extreme stress conditions. The Board of
Directors reviews the Bank's retained earnings policy annually and revises the methodology as appropriate. The Bank’s current
retained earnings policy target is described in Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and
Issuer Purchases of Equity Securities.

On February 28, 2011, the Bank entered into a Joint Capital Enhancement Agreement (the “JCE Agreement”) with the other
FHLBanks. Effective August 5, 2011, the FHLBanks amended the JCE Agreement (the "Amended JCE Agreement"), and the
Finance Agency approved an amendment to the Bank's Capital Plan to incorporate its provisions on that same date. The
Amended JCE Agreement provides that the Bank (and each of the other FHLBanks) will, on a quarterly basis, allocate at least
20 percent of its net income to a separate restricted retained earnings account (“RRE Account”). Pursuant to the provisions of
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the Amended JCE Agreement, the Bank is required to build its RRE Account to an amount equal to one percent of its total
outstanding consolidated obligations, which for this purpose is based on the most recent quarter’s average carrying value of all
consolidated obligations, excluding hedging adjustments (“Total Consolidated Obligations™).

The Amended JCE Agreement provides that any quarterly net losses incurred by the Bank may be netted against its net income,
if any, for other quarters during the same calendar year to determine the minimum required year-to-date or annual allocation to
its RRE Account. In the event the Bank incurs a net loss for a cumulative year-to-date or annual period, the Bank may decrease
the amount of its RRE Account such that the cumulative year-to-date or annual addition to its RRE Account is zero and the
Bank shall apply any remaining portion of the net loss first to reduce retained earnings that are not restricted retained earnings
until such retained earnings are reduced to zero, and thereafter may apply any remaining portion of the net loss to reduce its
RRE Account. For any subsequent calendar quarter in the same calendar year, the Bank may decrease the amount of its
quarterly allocation to its RRE Account in that subsequent calendar quarter such that the cumulative year-to-date addition to the
RRE Account is equal to 20 percent of the amount of such cumulative year-to-date net income. In the event the Bank sustains a
net loss for a calendar year, any such net loss first shall be applied to reduce retained earnings that are not restricted retained
earnings until such retained earnings are reduced to zero, and thereafter any remaining portion of the net loss for the calendar
year may be applied to reduce the Bank’s RRE Account. If during a period in which the Bank’s RRE Account is less than one
percent of its Total Consolidated Obligations, the Bank incurs a net loss for a cumulative year-to-date or annual period that
results in a decrease to the balance of its RRE Account as of the beginning of that calendar year, the Bank’s quarterly allocation
requirement shall thereafter increase to 50 percent of quarterly net income until the cumulative difference between the
allocations made at the 50 percent rate and the allocations that would have been made at the regular 20 percent rate is equal to
the amount of the decrease to the balance of its RRE Account at the beginning of that calendar year.

The Amended JCE Agreement provides that if the Bank’s RRE Account exceeds 1.5 percent of its Total Consolidated
Obligations, the Bank may transfer amounts from its RRE Account to its unrestricted retained earnings account, but only to the
extent that the balance of its RRE Account remains at least equal to 1.5 percent of the Bank’s Total Consolidated Obligations
immediately following such transfer.

The Amended JCE Agreement further provides that the Bank may not pay dividends out of its RRE Account, nor may it
reallocate or transfer amounts out of its RRE Account except as described above. In addition, during periods in which the
Bank’s RRE Account is less than one percent of its Total Consolidated Obligations, the Bank may not pay dividends out of the
amount of its quarterly net income that is required to be allocated to its RRE Account.

Dividends. Subject to the FHLB Act, Finance Agency regulations and other Finance Agency directives, the Bank pays
dividends to holders of its capital stock quarterly or as otherwise determined by its Board of Directors. The Board of Directors
may declare dividends at the same rate for all shares of Class B Stock, or at different rates for Class B-1 Stock and Class B-2
Stock, provided that in no event can the dividend rate on Class B-2 Stock be lower than the dividend rate on Class B-1 Stock.
Dividends may be paid in the form of cash, additional shares of either, or both, sub-classes of Class B Stock, or a combination
thereof as determined by the Bank’s Board of Directors. The dividend rates on Class B-1 Stock and Class B-2 Stock are paid on
all shares of Class B-1 Stock and Class B-2 Stock, respectively, regardless of their classification for accounting purposes. The
Bank is permitted by statute and regulation to pay dividends only from previously retained earnings or current net earnings, and
the payment of dividends is also subject to the terms of the Amended JCE Agreement.

Because the Bank’s returns from net interest income generally track short-term interest rates, the Bank benchmarks the dividend
rate that it pays on capital stock to a short-term index. While there can be no assurances about future dividends or future
dividend rates, the current target range for quarterly dividends on Class B-1 Stock is an annualized rate that approximates the
average overnight SOFR rate plus 0 — 0.5 percent and the current target range for quarterly dividends on Class B-2 Stock is an
annualized rate that approximates the average overnight SOFR rate plus 1.0 — 1.5 percent.

The Bank generally pays dividends in the form of capital stock. When dividends are paid, capital stock is issued in full shares
and any fractional shares are paid in cash. For a more detailed discussion of the Bank’s dividend policy and the restrictions
relating to its payment of dividends, see Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and
Issuer Purchases of Equity Securities.

AHP Assessments

Although the Bank is exempt from all federal, state, and local income taxes, the FHLB Act requires each FHLBank to establish
and fund an AHP. Annually, the FHLBanks must collectively set aside for the AHP the greater of $100 million or 10 percent of
their current year’s income before AHP expenses. Interest expense on capital stock that is classified as a liability (i.e.,
mandatorily redeemable capital stock) is added back to income for purposes of computing the Bank’s AHP assessment.

Regulatory Oversight

As discussed above, the Finance Agency supervises and regulates the FHLBanks and the OF. The Finance Agency has a
statutory responsibility and corresponding authority to ensure that the FHLBanks operate in a safe and sound manner.
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Consistent with that duty, the Finance Agency has an additional responsibility to ensure the FHLBanks carry out their housing
and community development finance mission. In order to carry out those responsibilities, the Finance Agency establishes
regulations governing the entire range of operations of the FHLBanks, conducts ongoing off-site monitoring and supervisory
reviews, performs on-site examinations, and requires the FHLBanks to submit daily, monthly and/or quarterly information
including, but not limited to, information regarding their financial condition, results of operations, advances activity, liquidity
and risk metrics.

The Comptroller General of the United States (the “Comptroller General”) has authority under the FHLB Act to audit or
examine the Finance Agency and the Bank and to decide the extent to which they fairly and effectively fulfill the purposes of
the FHLB Act. Furthermore, the Government Corporation Control Act provides that the Comptroller General may review any
audit of a FHLBank’s financial statements conducted by an independent registered public accounting firm. If the Comptroller
General conducts such a review, then he or she must report the results and provide his or her recommendations to Congress, the
Office of Management and Budget, and the FHLBank in question. The Comptroller General may also conduct his or her own
audit of the financial statements of any FHLBank.

As an SEC registrant, the Bank is subject to the periodic reporting and disclosure regime as administered and interpreted by the
SEC. The Bank must also submit annual management reports to Congress, the President of the United States, the Office of
Management and Budget, and the Comptroller General; these reports are required to include a statement of financial condition,
a statement of operations, a statement of cash flows, a statement of internal accounting and administrative control systems, and
the report of the independent registered public accounting firm on the financial statements. In addition, the Treasury receives
the Finance Agency’s annual report to Congress and other reports reflecting the operations of the FHLBanks.

Legislative and Regulatory Developments

Finance Agency Actions

Beginning in late March 2025, the Finance Agency rescinded several advisory bulletins applicable to the FHLBanks, including,
among others, those that had set forth its supervisory expectations related to: (1) fair lending and fair housing compliance; (2)
unfair or deceptive acts or practices compliance; and (3) climate-related risk management. The rescission of these advisory
bulletins has allowed the Bank to avoid the costs that would have been associated with their implementation.

On July 28, 2025, the Finance Agency published a notice of proposed rulemaking that would repeal the Fair Lending, Fair
Housing, and Equitable Housing Finance Plans regulation. Comments on the proposed rule were due on or before September
26, 2025. On March 9, 2026, the Finance Agency repealed this regulation.

On September 26, 2025, the Finance Agency rescinded the regulatory interpretation that had imposed detailed criteria on
FHLBank acceptance of municipal securities as eligible collateral and outlined how to determine and verify eligibility of
municipal bonds. This rescission has eased the burden associated with accepting municipal securities as eligible collateral.

On October 2, 2025, the Finance Agency withdrew a proposed rule that would have amended its regulations that address boards
of directors and overall corporate governance of the FHLBanks and the Office of Finance. For further discussion regarding the
previously proposed rule, please refer to the Bank's 2024 10-K.

On October 20, 2025, the Finance Agency rescinded 18 advisory bulletins and 2 technical guidance documents (all of which
had been issued during the period from 1997 through 2016. The rescission of these advisory bulletins and technical guidance
has not had nor is it expected to have a significant impact on the Bank's operations.

SEC Final Rule on Climate-related Disclosures

On March 6, 2024, the SEC adopted a final rule that mandated and standardized climate-related disclosures in annual reports
that are filed with the SEC. Shortly after its adoption, petitions seeking review of the final rule's validity were filed in multiple
jurisdictions. On March 27, 2025, the SEC voted to end its defense of this rule. For further discussion of this rule, please refer
to the Bank's 2024 10-K.

Executive Order Relating to Community Development Financial Institutions Fund

On March 14, 2025, President Trump issued an executive order directing that, among other things, the non-statutory
components and functions of the Community Development Financial Institutions Fund ("CDFI Fund") be eliminated to the
maximum extent consistent with applicable law and that the performance of its statutory functions and associated personnel be
reduced to the minimum presence and function required by law. The CDFI Fund was created by Congress in 1994 for the
purpose of promoting economic revitalization and community development through investment in and assistance to CDFTs,
including enhancing the liquidity of CDFIs. Through its programs, the CDFI Fund administers the certification of CDFIs and
promotes CDFIs’ access to capital and local economic growth. Ultimately, President Trump signed into law on February 3,
2026 a funding package that maintained funding for the CDFI Fund for fiscal year 2026 at the same level as fiscal year 2025.
The Bank is currently unable to predict whether future actions might be taken to curtail the CDFI Fund's activities and, if so, the
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impact, if any, that such actions could have on the Bank's CDFI members and their business with, and obligations due to, the
Bank.

Executive Orders Relating to Mortgage Credit Availability and Affordable Home Construction

On March 13, 2026, President Trump issued two executive orders. One of these executive orders seeks to promote access to
mortgage credit and, among other things, directs the Director of the Finance Agency and the heads of other relevant federal
financial regulators to consider, as appropriate and consistent with applicable law:

i.  revising capital regulations to tailor risk weights for all banks, including community banks and other smaller banks, for
portfolio mortgages, servicing rights, and warehouse lines of credit to the material credit risk of the exposure;

ii. modernizing collateral valuation and transfer systems between the Federal Reserve Banks and the FHLBanks;
iii. expanding access to longer-dated FHLBank advances tied to residential mortgage assets;

iv. creating targeted FHLBank liquidity programs for entry-level housing, owner-occupied purchase loans and small
residential builders;

v. accelerating collateral boarding and valuation processes through standardized data and digital documentation; and

vi. refocusing the FHLBanks' Affordable Housing Programs on faster-cycle execution and greater financial leverage for
small-scale and owner-occupied housing projects.

The executive order also directs the Director of the Finance Agency and the Vice Chairman for Supervision of the Federal
Reserve to consider authorizing the FHLBanks’ intermediate access to the Federal Reserve’s discount window for the
FHLBanks’ depository institution members under standardized collateral, operational and risk management protocols. Further,
the executive order directs the Director of the Finance Agency and the heads of other relevant federal agencies to consider,
among other things, standardizing the acceptance of electronic signatures and e-notes, promoting digital mortgage standards,
and modernizing appraisal regulations. Under the executive order, the Director of the Finance Agency, in consultation with the
heads of other relevant federal agencies, is required to submit, within 120 days of the date of the order, a report on the
efficiency of the national housing finance markets, which shall identify recommendations for regulatory or legislative changes
necessary to address any regulatory or oversight gaps.

The other executive order seeks to reduce regulatory barriers to affordable home construction and, among other things, directs
the Director of the Finance Agency and the heads of other relevant federal agencies to consider eliminating unduly burdensome
rules and reforming programs that constrain residential development and impede housing affordability, especially the
construction of affordable single-family homes as well as suburban and exurban neighborhoods.

While these executive orders could potentially affect the Bank’s business, they do not, by themselves, change existing
regulations or program requirements applicable to the Bank. The nature, timing and scope of any regulatory or programmatic
changes resulting from these executive orders remain uncertain and would be subject to relevant agency action, such as
rulemaking or guidance, as applicable.

Human Capital Resources

The Bank’s human capital is a significant contributor to the success of its strategic business objectives. In managing its human
capital, the Bank focuses on the various programs and philosophies described below.

Workforce Profile. The Bank’s workforce is comprised almost entirely of corporate employees, substantially all of whom are
located in one office in Irving, Texas. As of December 31, 2025, the Bank had 225 full-time and 2 part-time employees. As of
that date, the Bank's workforce was 61 percent male, 39 percent female, 57 percent minority, 41 percent non-minority and 2
percent nonspecified ethnicity. In addition, the Bank uses independent contractors to supplement its workforce.

In 2025, 2024 and 2023, the Bank's turnover rate approximated 7 percent, 5 percent and 12 percent, respectively. The Bank is
leanly staffed and its workforce has historically included a number of longer-tenured employees. The Bank strives to develop
talent from within the organization and to supplement those efforts with external hires. The Bank believes that developing talent
internally contributes to institutional strength and continuity and promotes loyalty and commitment among its employees,
which furthers the Bank’s success. At the same time, adding new employees contributes to new ideas and continuous
improvement. As of December 31, 2025, the average tenure of the Bank’s employees was 9 years. None of the Bank’s
employees are subject to a collective bargaining agreement.

Total Rewards. The Bank seeks to attract, develop and retain talented employees to achieve its strategic business initiatives,
enhance business performance and increase shareholder value. The Bank effects these objectives through a combination of
benefits and development programs and by recognizing and rewarding performance. Specifically, the Bank’s programs include:

*  Cash compensation that includes competitive salary and performance-based incentives
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*  Benefits — health insurance (including medical, dental, vision and prescription drug benefits), Teladoc Health services,
health and dependent care flexible spending accounts, healthcare savings accounts with employer contribution, life and
accidental death and dismemberment insurance, supplemental life insurance, short- and long-term disability, 401(k)
retirement savings plan with employer match, deferred compensation program for highly compensated employees and, for
a group of eligible employees, defined benefit pension benefits

*  Work/life balance — time off with full pay for bereavement, jury duty, court appearances and maternity and paternity
leave; limited tuition reimbursement assistance for employees and their dependents

*  Development programs and training — focused on leadership development, employee engagement, employee knowledge
sharing, technology and other competency-based training, as well as a mentoring program and fee reimbursement for
external training programs.

The Bank’s Performance Management Program includes the use of Objectives and Key Results as well as annual performance
reviews and quarterly discussions between managers and employees. The focus of the Performance Management Program is to
encourage open dialogue between managers and employees to ensure that employees have the tools and training needed to do
their best work.

Business Strategy and OQutlook

The Bank maintains a Strategic Business Plan that provides the framework for its future business direction. The goals and
strategies for the Bank’s major business activities are encompassed in this plan, which is updated and approved by the Board of
Directors at least annually and at any other time that revisions are deemed necessary.

As described in its Strategic Business Plan, the Bank operates under a cooperative business model that is intended to maximize
the overall value of membership in the Bank. This business model envisions that the Bank will limit and carefully manage its
risk profile while generating sufficient profitability to maintain an appropriate level of retained earnings, to pay dividends on
members' capital stock at rates at least sufficient to make members financially indifferent to holding the Bank's capital stock,
and to absorb periodic earnings volatility related to hedging and derivatives or other external shocks. Consistent with this
business model, the Bank places the highest priority on being able to meet its members’ liquidity and funding needs in all
market environments.

All other things being equal, the Bank’s earnings are typically expected to rise and fall with the general level of market interest
rates, particularly short-term money market rates, and the Bank's total capital and asset size. Other factors that could have an
effect on the Bank’s future earnings include the level, volatility of and relationships between short-term money market rates
such as federal funds and SOFR; the availability and cost of the Bank’s short- and long-term debt relative to benchmark rates
such as federal funds, SOFR, and long-term fixed mortgage rates; the availability of interest rate exchange agreements at
competitive prices; whether the Bank’s larger borrowers continue to be members of the Bank and the level at which they
maintain their borrowing activity; the extent to which the Bank's members continue to sell mortgage loans to the Bank; and the
impact of economic conditions and possible regulatory changes on the demand for the Bank’s credit products.

Sustained long-term growth in both advances and mortgage loans held for portfolio continue to be strategic priorities for the
Bank as these assets contribute to the value the Bank provides its members, as well as the Bank's earnings (and,
correspondingly, the level of support for its AHP and voluntary programs), core mission assets and, similarly, its CMA ratio. As
previously discussed in this report, the Bank increased its support for affordable housing and community development
beginning in 2024 by way of its voluntary program offerings and has targeted a minimum level of future annual support that in
each year will be tied to the Bank's then prior year operating results.

While the Bank's primary focus will continue to be ensuring its ability to meet the liquidity and funding needs of its members,
in order to become a more valuable resource to its members, the Bank will also continue to consider ways in which it can
enhance its product and/or service offerings. The FHLB Act and Finance Agency regulations limit the products and services
that the Bank can offer to its members and govern many of the terms of the products and services that the Bank offers. The
Bank is also required by regulation to file New Business Activity notices with the Finance Agency for any new products or
services that would constitute new business activities under the regulation and, therefore, it will have to assess any potential
new products or services offerings in light of these statutory and regulatory restrictions.
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ITEM 1A. RISK FACTORS
General Economic Conditions

A prolonged downturn in the economy, including the U.S. housing market, and related U.S. government monetary policies,
could adversely affect our business activities and results of operations.

Our business and results of operations are sensitive to the U.S. economy and the U.S. housing market. A prolonged period of
slow growth in the U.S. economy, deterioration in general economic conditions, or a downturn in the housing markets could
adversely affect our borrowers, particularly those whose businesses are concentrated in the mortgage industry. For example, if
home prices decline or the unemployment rate increases, the value of collateral securing member credit may decline, which
could in turn increase the possibility of under-collateralization and the risk of loss if a member defaults. Deterioration in the
residential mortgage markets could also affect the value of collateral securing our mortgage loan portfolio, increasing the risk of
loss due to credit impairment, as well as possible realized losses if we were forced to liquidate the collateral.

Unfavorable economic and market conditions can be caused by many factors. Volatility and uncertainty in global economic and
political conditions and/or concerns about financial institutions' sources of and access to liquidity can significantly affect U.S.
economic conditions and financial markets. Furthermore, natural disasters, pandemics or other widespread health emergencies,
terrorist attacks, cyberattacks, civil unrest, geopolitical instability or conflicts, trade disruptions, economic or other sanctions, or
other unanticipated or catastrophic events could create economic and financial disruptions and uncertainties, which may lead to
reduced demand for advances and an increased risk of credit losses and may adversely affect our cost of or access to funding.
These events may also lead to operational difficulties that could adversely affect our ability to conduct and manage our
business. Any of these factors could adversely affect our business activities and results of operations.

In addition, our business and results of operations are significantly affected by the monetary policies of the U.S. government
and its agencies, including the Federal Reserve. The Federal Reserve Board’s policies directly and indirectly influence interest
rates on our assets and liabilities and could adversely affect the demand for advances and/or consolidated obligations as well as
our financial condition and results of operations. Fiscal policies of the U.S. government could also indirectly affect our cost of
funding. For example, sudden or large increases in the supply of Treasury securities could lead to a general increase in short-
term market interest rates, including those for short-term GSE debt securities. Additionally, increases in Treasury issuances
could temporarily reduce the capacity of the dealers of consolidated obligations, many of which are also primary dealers for the
Federal Reserve Bank of New York, to participate in the issuances of consolidated obligations which could, in turn, increase
our cost of funding.

Interest Rate Risk

Our profitability is vulnerable to interest rate fluctuations.

We are subject to significant risks from changes in interest rates because most of our assets and liabilities are financial
instruments. Our profitability depends significantly on our net interest income and is impacted by changes in the fair value of
interest rate derivatives and any associated hedged items. Changes in interest rates can impact our net interest income as well as
the values of our derivatives and certain other assets and liabilities. Changes in overall market interest rates, changes in the
relationships between short-term and long-term market interest rates, changes in the relationship between different interest rate
indices, or differences in the timing of rate resets for assets and liabilities or related interest rate derivatives with interest rates
tied to those indices, can affect the interest rates received from our interest-earning assets differently than those paid on our
interest-bearing liabilities. This difference could result in an increase in interest expense relative to interest income, which
would result in a decrease in our net interest spread, or a net decrease in earnings related to the relationship between changes in
the valuation of our derivatives and any associated hedged items.

Our profitability may be adversely affected if we are not successful in managing our interest rate risk.

Like most financial institutions, our results of operations are significantly affected by our ability to manage interest rate risk.
We use a number of tools to monitor and manage interest rate risk, including income simulations and duration/market value
sensitivity analyses. Given the unpredictability of the financial markets, capturing all potential outcomes in these analyses is
extremely difficult. Key assumptions used in our market value sensitivity analyses include interest rate volatility, mortgage
prepayment projections and the future direction of interest rates, among other factors. Key assumptions used in our income
simulations include projections of advances volumes and pricing, MPF volumes and pricing, market conditions for our debt,
prepayment speeds and cash flows on mortgage-related assets, the level of short-term interest rates, and other factors. These
assumptions are inherently uncertain and, as a result, the measures cannot precisely estimate net interest income or the market
value of our equity nor can they precisely predict the effect of higher or lower interest rates or changes in other market factors
on net interest income or the market value of our equity. Actual results will most likely differ from simulated results due to the
timing, magnitude, and frequency of interest rate changes and changes in market conditions and management strategies, among
other factors. Our ability to maintain a positive spread between the interest earned on our interest-earning assets and the interest
paid on our interest-bearing liabilities may be affected by the unpredictability of changes in interest rates.
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Credit Risk
Exposure to credit risk from our customers could have a negative impact on our profitability and financial condition.

We are subject to credit risk from advances and other extensions of credit to members, non-member borrowers and housing
associates (collectively, our customers). Other extensions of credit include letters of credit issued or confirmed on behalf of
customers, customers’ credit enhancement obligations associated with MPF loans held in portfolio, and interest rate exchange
agreements we have entered into with our customers. For this purpose, other extensions of credit exclude an insignificant
amount of unsecured loans that have been made to members under our SBB program, which is a voluntary program that is
designed to promote small businesses, and our CANOPY program, which is a voluntary program that provides long-term
unsecured loans to CDFI members for use in supporting underserved, rural and low- to moderate-income communities and
populations.

We require that all outstanding advances and other secured extensions of credit to our customers be fully collateralized. We
evaluate the types of collateral pledged by our customers and assign a borrowing capacity to the collateral, generally based on
either a percentage of its book value or estimated market value. The vast majority of the collateral is assigned a borrowing
capacity based on its estimated market value. During economic downturns, the number of our member institutions exhibiting
significant financial stress generally increases. In addition, at any time, changes in the perceived financial strength of some or
all of our member institutions could occur which, in turn, could cause the institutions to incur financial losses and/or funding
challenges, or worse, to fail. Further, some of our members could experience financial stress as a result of the continuing
challenges in the commercial real estate sector which, in turn, could increase the possibility that those member institutions
might fail. If member institutions fail, and if the FDIC (or other receiver, conservator or acquiror) does not promptly repay all
of the failed institution’s obligations to us or assume the outstanding extensions of credit, we might be required to liquidate the
collateral pledged by the failed institution in order to satisfy its obligations to us. A devaluation of or our inability to liquidate
collateral in a timely manner in the event of a default by the obligor could cause us to incur a credit loss and adversely affect
our financial condition or results of operations.

Exposure to credit risk on our investments and MPF loans could have a negative impact on our profitability and financial
condition.

We are exposed to credit risk from our MPF loans held in portfolio and our secured and unsecured investment portfolio. A
deterioration of economic conditions, declines in residential real estate values, changes in monetary policy or other events that
could negatively impact the economy and the markets as a whole could lead to borrower defaults, which in turn could cause us
to incur losses on our MPF loans and/or our investment portfolio. If delinquencies, default rates and loss severities on
residential mortgage loans increase, and/or there is a decline in residential real estate values, we could experience losses on our
MPF loans held in portfolio. Further, we could experience losses on our agency mortgage-backed securities if, following a
default, the guarantor elects to repurchase the security at its par value. In this instance, the Bank could incur a loss if the
amortized cost basis of the investment exceeds its par value.

Defaults by or the insolvency of one or more of our derivative counterparties could adversely affect our profitability and
financial condition.

We regularly enter into derivative transactions with major financial institutions and third-party clearinghouses. Our financial
condition and results of operations could be adversely affected if derivative counterparties to whom we have exposure fail.

Cleared trades are subject to initial and variation margin requirements established by the clearinghouse and its clearing
members. Currently, all of our cleared derivatives are settled daily and these daily settlements are not subject to any maximum
unsecured credit exposure thresholds. With cleared transactions, we are exposed to credit risk in the event that the
clearinghouse or the clearing member fails to meet its obligations to us.

We have entered into master agreements with all of our non-member bilateral derivative counterparties that require the delivery
(or return) of collateral (variation margin) consisting of cash or very liquid, highly rated securities if credit risk exposures rise
above certain minimum amounts (generally ranging from $50,000 to $500,000). Upon a request made by the unsecured
counterparty, the party that has the unsecured obligation to the counterparty bearing the risk of the unsecured credit exposure
must deliver sufficient collateral to reduce the unsecured credit exposure to zero. In addition, excess collateral must be returned
by a party in an oversecured position. Delivery or return of the collateral generally occurs within one business day and, until
such delivery or return, we may be in an undersecured position, which could result in a loss in the event of a default by the
counterparty, or we may be due excess collateral, which could result in a loss in the event that the counterparty is unable or
unwilling to return the collateral. Our bilateral derivatives that are transacted on and after September 1, 2022 are subject to
initial margin requirements when the unmargined exposure, on a counterparty-by-counterparty basis, exceeds $50 million.

Because derivative valuations are determined based on market conditions at particular points in time, they can change quickly.
Even after the settlement of a derivative or the delivery or return of collateral, as the case may be, we may be in an
undersecured position (or be entitled to the return of excess collateral) as the values upon which the settlement, delivery or
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return was based may have changed since the valuation was performed. In addition, we may incur additional losses if any non-
cash collateral held by us cannot be readily liquidated at prices that are sufficient to fully recover the value of the derivatives.
Further, the initial margin and any excess variation margin that we post with our derivative counterparties is over and above the
amount that is needed to fully settle the value of our derivative positions and therefore exposes us to additional credit risk in the
event that a bilateral or clearinghouse counterparty (or clearing member of a clearinghouse) fails.

Credit Market Conditions and Funding Risk

Changes in overall credit market conditions and/or competition for funding may adversely affect our cost of funds and our
access to the capital markets.

The cost of our consolidated obligations depends in part on prevailing conditions in the capital markets at the time of issuance,
which are generally beyond our control. For instance, a decline in overall investor demand for debt issued by the FHLBanks
and similar issuers could adversely affect our ability to issue consolidated obligations on favorable terms or in amounts that are
sufficient to meet our funding needs. Investor demand is influenced by many factors including changes or perceived changes in
general economic conditions, changes in investors’ risk tolerances or balance sheet capacity, or, in the case of overseas
investors, changes in preferences for holding dollar-denominated assets. Credit market disruptions tend to dampen investor
demand for longer-term debt, including longer-term FHLBank consolidated obligations, making it more difficult for us to
match the maturities of our assets and liabilities. In addition, changes in the relationships between the cost of our consolidated
obligations and interest rate swaps could increase our net cost of funds, which could negatively impact our results of operations.
Further, higher long-term debt costs and/or lack of demand for our long-term debt at attractive prices (or at all) could cause us
to fund some long-term assets with short-term debt, creating mismatches between the maturities of our assets and liabilities.
Such mismatches expose us to refinancing risk, which is the risk that we may have difficulty rolling over our short-term
obligations if market conditions change and/or investor demand for our debt is suddenly insufficient to satisfy our funding
needs.

We compete with Fannie Mae, Freddie Mac and other GSEs, as well as commercial banking, corporate, sovereign and
supranational entities for funds raised through the issuance of unsecured debt in the global debt markets. Increases in the supply
of competing debt products may, in the absence of increased investor demand, result in higher debt costs, which could
negatively affect our financial condition and results of operations. Further, if investors limit their demand for our debt, our
ability to fund our operations and to meet the credit and liquidity needs of our members by accessing the capital markets could
eventually be compromised.

Our inability to issue consolidated obligations for a relatively short period of time could jeopardize our ability to continue
operating.

We typically issue consolidated obligations almost every day. We also maintain access to other sources of contingent liquidity.
As more fully described in the Liquidity and Capital Resources section of this report, we currently manage our liquidity to
ensure that, at a minimum, we maintain 20 calendar days or more of positive daily cash balances (or such higher or lower
number of days as the Finance Agency may from time to time require us to maintain) assuming no access to the market for
consolidated obligations or other unsecured funding sources and the renewal of all advances that are scheduled to mature during
the measurement period. However, if we were unable to issue consolidated obligations for a relatively short period of time and
our other sources of contingent liquidity were either not available or were not available in sufficient quantities, our ability to
meet our obligations and otherwise conduct our operations would be compromised.

An interruption in our access to the capital markets would limit our ability to obtain funds.

We conduct our business and fulfill our public purpose primarily by acting as an intermediary between our members and the
capital markets. Certain events, such as a natural disaster, terrorist act or global pandemic, could limit or prevent us from
accessing the capital markets in order to issue consolidated obligations for some period of time. An event that precludes us from
accessing the capital markets may also limit our ability to enter into transactions to obtain funds from other sources. External
forces are difficult to predict or prevent, but can have a significant impact on our ability to manage our financial needs and to
meet the credit and liquidity needs of our members.

Changes in investors’ perceptions of the creditworthiness of the FHLBanks may adversely affect our ability to issue
consolidated obligations on favorable terms.

We, and the other ten FHLBanks, are rated AA+/A-1+ by S&P and Aal/P-1 by Moody's, each with a stable outlook. The
consolidated obligations issued by the FHLBanks are likewise rated AA+/A-1+ by S&P and Aal/P-1 by Moody's, each with a
stable outlook.

Pursuant to criteria used by S&P and Moody's, the FHLBank System's debt rating and the credit ratings of the individual
FHLBanks are linked closely to the U.S. sovereign credit rating because of the FHLBanks' GSE status. The U.S. government's
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fiscal challenges could negatively impact the credit rating of the U.S. government, which could in turn result in downgrades of
the rating assigned to us and/or the consolidated obligations of the FHLBank System.

With increasing frequency, the United States will from time to time reach its statutory debt limit and the U.S. Treasury will then
take extraordinary measures to prevent the United States from defaulting on its obligations. The failure by the U.S. government
to adequately address its statutory debt limit in a timely manner, or uncertainty relating to the debt limit, could result in
downgrades to the U.S. sovereign credit rating or outlook (and a downgrade to our rating or outlook and/or the rating or outlook
assigned to the FHLBank System's consolidated obligations) and cause significant harm to the U.S. economy and global
financial stability.

Because the FHLBanks have joint and several liability for all of the FHLBanks' consolidated obligations, negative
developments at any FHLBank could also adversely affect S&P's and/or Moody's credit ratings on us and/or the FHLBanks'
consolidated obligations or result in one or both of these NRSROs issuing a negative credit report on the FHLBank System.

Our primary source of liquidity is the issuance of consolidated obligations. Historically, the FHLBank System’s status as a GSE
and its favorable credit ratings have provided us with excellent access to the capital markets. Any downgrades of the FHLBank
System’s consolidated obligations by S&P and/or Moody’s, negative guidance from the rating agencies, or negative
announcements by one or more of the FHLBanks could result in higher funding costs and/or disruptions in our access to the
capital markets. To the extent that we cannot access funding when needed on acceptable terms, our financial condition and
results of operations could be adversely impacted.

Derivatives and Hedging Activities

Changes in our access to the interest rate derivatives market on acceptable terms may adversely affect our ability to maintain
our current hedging strategies.

We actively use derivative instruments to manage interest rate risk. The effectiveness of our interest rate risk management
strategy depends to a significant extent upon our ability to enter into these instruments with acceptable counterparties in the
necessary quantities and under satisfactory terms to hedge our corresponding assets and liabilities. We currently enjoy ready
access in the over-the-counter ("OTC") derivatives market for uncleared interest rate derivatives through a diverse group of
investment grade rated counterparties. Several factors could have an adverse impact on our access to the OTC derivatives
market, including changes in our credit rating, changes in the current counterparties’ credit ratings, reductions in our
counterparties’ allocation of resources to the interest rate derivatives business, and changes in the liquidity of that market
created by a variety of regulatory or market factors. If mergers involving our financial institution counterparties were to occur,
it could increase our concentration risk with respect to counterparties in the industry. Further, defaults by, or even negative
rumors or questions about, one or more financial services institutions, or the financial services industry in general, could lead to
market-wide disruptions in which it may be difficult for us to find acceptable counterparties for such transactions. If changes in
our access to the derivatives market result in our inability to manage our hedging activities efficiently and economically, we
may be unable to find economical alternative means to manage our interest rate risk effectively, which could adversely affect
our financial condition and results of operations.

Many of the derivative transactions that we enter into are required to be cleared through a third-party clearinghouse, which
exposes us to credit risk to other parties that we do not have when transacting in the OTC market. In addition, many of the other
derivatives that we continue to trade in the OTC market could eventually be subject to central clearing.

Business Volume

Loss of members or borrowers could adversely affect our earnings, which could result in lower investment returns and/or
higher borrowing rates for remaining members.

One or more members or borrowers could withdraw their membership or decrease their business levels as a result of a merger
with an institution that is not one of our members, or for other reasons, which could lead to a decrease in our total assets and
capital.

As the financial services industry has consolidated, acquisitions involving some of our members have resulted in membership
withdrawals or business level decreases. Additional acquisitions that lead to similar results are possible, including acquisitions
in which the acquired institutions are merged into institutions located outside our district with which we cannot do business. We
could also be adversely impacted by the reduction in business volume that would arise from the failure of one or more of our
members.

As further discussed in Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations, two
of our largest advance borrowers and the largest seller of mortgage loans to us in 2025 were acquired by out-of-district
institutions in late 2025 or early 2026.
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The loss of one or more borrowers that represent a significant proportion of our business, or a significant reduction in the
borrowing levels of one or more of these borrowers, could, depending on the magnitude of the impact, cause us to lower
dividend rates, raise advances rates, attempt to reduce operating expenses (which could cause a reduction in service levels), or
undertake some combination of these actions. The magnitude of the impact would depend, in part, on our size and profitability
at the time such institution repays its advances to us.

Members’ funding needs may decline, which could reduce loan demand and adversely affect our earnings.

Market factors or regulatory changes could reduce loan demand from our member institutions, which could adversely affect our
earnings. Since 2005, our quarter-end advances balances (at par value) have ranged from a low of $15.2 billion at March 31,
2014 to a high of $125.1 billion at March 31, 2023. High deposit levels and/or low demand for loans at member institutions or
other business reasons could limit members’ needs for funding. A decline in the demand for advances, if significant, could
negatively affect our results of operations.

We face competition for loan demand, which could adversely affect our earnings.

Our primary business is making advances to our members. We compete with other suppliers of wholesale funding, both secured
and unsecured, including investment banks, commercial banks, the Federal Reserve and, in certain circumstances, other
FHLBanks. Our members have access to alternative funding sources, which may provide more favorable terms than we do on
our advances, including more flexible credit or collateral standards.

The availability to our members of alternative funding sources that are more attractive than the funding products offered by us
may significantly decrease the demand for our advances. Any change made by us in the pricing of our advances in an effort to
compete more effectively with these competitive funding sources may reduce the profitability on advances. A decrease in the
demand for advances or a decrease in our profitability on advances would negatively affect our financial condition and results
of operations.

Alternatively, if we were to increase the pricing of our advances due to an increase in our debt costs or for any other reason,
demand for our advances could decline, which would negatively affect our financial condition and results of operations.

Regulation

Changes in the regulatory environment could negatively impact our operations and financial results and condition.

We could be materially adversely affected by the adoption of new laws, policies, regulations or directives or changes in existing
laws, policies, regulations or directives, including, but not limited to, changes in the interpretations or applications by the
Finance Agency or as the result of judicial reviews or executive orders that modify the present regulatory environment. For
instance, in recent years, several housing reform proposals have been considered by members of the U.S. Congress and the
Administration. It is not possible to determine if or when legislation regarding housing reform will be enacted, nor are the
ultimate provisions of any such legislation determinable at this time. To the extent that legislation is enacted, it is possible that
the FHLBanks could be impacted. Further, in recent years, the Finance Agency has taken a number of actions through
regulations and other directives that have restricted or otherwise constrained how we manage and operate our business and it is
possible that additional restrictions and/or constraints could be imposed upon us in the future. Among other things, these
restrictions and constraints have limited our product offerings and investment activities.

In addition, the legislative and regulatory environment affecting our members could change in a manner that could have a
negative impact on their ability to own our stock or take advantage of our products and services.

For a discussion of recent legislative and regulatory developments, see Item 1. Business — Legislative and Regulatory
Developments beginning on page 17 of this report.

Finance Agency authority to approve changes to our capital plan and to impose other restrictions and limitations on us and
our capital management may adversely affect members.

Under Finance Agency regulations and our capital plan, amendments to the capital plan must be approved by the Finance
Agency. However, amendments to our capital plan are not subject to member consent or approval. While amendments to our
capital plan must be consistent with the FHLB Act and Finance Agency regulations, it is possible that they could result in
changes to the capital plan that could adversely affect the rights and obligations of members.

Moreover, the Finance Agency has significant supervisory authority over us and may impose various limitations and
restrictions on us, our operations, and our capital management as it deems appropriate to ensure our safety and soundness, and
the safety and soundness of the FHLBank System. Among other things, the Finance Agency may impose higher capital
requirements on us that might include, but not be limited to, the imposition of a minimum retained earnings requirement, and
may suspend or otherwise limit stock repurchases, redemptions and/or dividends.
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Limitations on our ability to pay dividends could result in lower investment returns for members.

Under Finance Agency regulations and our capital plan, we may pay dividends on our stock only out of unrestricted retained
earnings or a portion of our current net earnings. However, if we are not in compliance with our minimum capital requirements
or if the payment of dividends would make us noncompliant, we are precluded from paying dividends. In addition, we may not
declare or pay a dividend if the par value of our stock is impaired or is projected to become impaired after paying such
dividend. Further, we may not declare or pay any dividends in the form of capital stock if our excess stock is greater than one
percent of our total assets or if, after the issuance of such shares, our outstanding excess stock would be greater than one percent
of our total assets. Payment of dividends would also be suspended if the principal and interest due on any consolidated
obligations issued on behalf of any FHLBank through the Office of Finance have not been paid in full or if we become unable
to comply with regulatory liquidity requirements or satisfy our current obligations. In addition to these explicit limitations, it is
also possible that the Finance Agency could restrict our ability to pay a dividend even if we have sufficient retained earnings to
make the payment and are otherwise in compliance with the requirements for the payment of dividends.

Lack of a public market and restrictions on transferring our stock could result in an illiquid investment for the holder.

Under the Gramm-Leach-Bliley Act of 1999 (the "GLB Act"), Finance Agency regulations, and our capital plan, our stock may
be redeemed upon the expiration of a five-year redemption period following a redemption request. Only stock in excess of a
member’s minimum investment requirement, stock held by a member that has submitted a notice to withdraw from
membership, or stock held by a member whose membership has been terminated may be redeemed at the end of the redemption
period. Further, we may elect to repurchase excess stock of a member at any time at our sole discretion.

There is no guarantee, however, that we will be able to redeem stock held by a shareholder even at the end of the redemption
period. If the redemption or repurchase of the stock would cause us to fail to meet our minimum capital requirements, then the
redemption or repurchase is prohibited by Finance Agency regulations and our capital plan. Likewise, under such regulations
and the terms of our capital plan, we could not honor a member’s capital stock redemption notice if the redemption would cause
the member to fail to maintain its minimum investment requirement. Moreover, because our stock may only be owned by our
members (or, under certain circumstances, former members and certain successor institutions), and our capital plan requires our
approval before a member may transfer any of its stock to another member, there can be no assurance that a member would be
allowed to sell or transfer any excess stock to another member at any point in time.

We may also suspend the redemption of stock if we reasonably believe that the redemption would prevent us from maintaining
adequate capital against a potential risk, or would otherwise prevent us from operating in a safe and sound manner. In addition,
approval from the Finance Agency for redemptions or repurchases would be required if the Finance Agency or our Board of
Directors were to determine that we have incurred, or are likely to incur, losses that result in, or are likely to result in, charges
against our capital. Under such circumstances, there can be no assurance that the Finance Agency would grant such approval or,
if it did, upon what terms it might do so. Redemption and repurchase of our stock would also be prohibited if the principal and
interest due on any consolidated obligations issued on behalf of any FHLBank through the Office of Finance have not been paid
in full or if we become unable to comply with regulatory liquidity requirements or satisfy our current obligations.

Accordingly, there are a variety of circumstances that would preclude us from redeeming or repurchasing our stock that is held
by a member. Because there is no public market for our stock and transfers require our approval, there can be no assurance that
a member’s purchase of our stock would not effectively become an illiquid investment.

Failure by a member to comply with our minimum investment requirement could result in substantial penalties to that
member and could cause us to fail to meet our capital requirements.

Members must comply with our minimum investment requirement at all times. Our Board of Directors may increase the
members’ minimum investment requirement within certain ranges specified in our capital plan. The minimum investment
requirement may also be increased beyond such ranges pursuant to an amendment to the capital plan, which would have to be
adopted by our Board of Directors and approved by the Finance Agency. We would provide members with 30 days’ notice
prior to the effective date of any increase in their minimum investment requirement. Under the capital plan, members are
required to purchase an additional amount of our stock as necessary to comply with any new requirements or, alternatively, they
may reduce their business activity with us (subject to any prepayment fees applicable to the reduction in activity) on or prior to
the effective date of the increase. To facilitate the purchase of additional stock to satisfy an increase in the minimum investment
requirement, the capital plan authorizes us to issue stock in the name of the member and to correspondingly debit the member’s
demand deposit account maintained with us.

The GLB Act requires members to “comply promptly” with any increase in the minimum investment requirement to ensure that
we continue to satisfy our minimum capital requirements. However, the Finance Agency's predecessor stated, when it published
the final regulation implementing this provision of the GLB Act, that it did not believe this provision provides the FHLBanks
with an unlimited call on the assets of their members. As a result, it is not clear whether we or our regulator would have the
legal authority to compel a member to invest additional amounts in our capital stock.
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Thus, while the GLB Act and our capital plan contemplate that members would be required to purchase whatever amounts of
stock are necessary to ensure that we continue to satisfy our capital requirements, and while we may seek to enforce this aspect
of the capital plan, our ability ultimately to compel a member, either through automatic deductions from a member’s demand
deposit account or otherwise, to purchase an additional amount of our stock is not free from doubt.

Nevertheless, even if a member could not be compelled to make additional stock purchases, the failure by a member to comply
with the stock purchase requirements of our capital plan could subject it to substantial penalties, including the possible
termination of its membership. In the event of termination for this reason, we may call any outstanding advances to the member
prior to their maturity and the member would be subject to any fees applicable to the prepayment.

Furthermore, if our members fail to comply with the minimum investment requirement, we may not be able to satisfy our
capital requirements, which could adversely affect our operations and financial condition.

Our joint and several liability for all consolidated obligations may adversely impact our earnings, our ability to pay
dividends, and our ability to redeem or repurchase capital stock.

Under the FHLB Act and Finance Agency regulations, we are jointly and severally liable with the other FHLBanks for the
consolidated obligations issued by the FHLBanks through the Office of Finance regardless of whether we receive all or any
portion of the proceeds from any particular issuance of consolidated obligations.

If another FHLBank were to default on its obligation to pay principal of or interest on any consolidated obligations, the Finance
Agency may allocate the outstanding liability among one or more of the remaining FHLBanks on a pro rata basis or on any
other basis the Finance Agency may determine. In addition, the Finance Agency, in its discretion, may require any FHLBank to
make principal or interest payments due on any consolidated obligations, whether or not the primary obligor FHLBank has
defaulted on the payment of that obligation. Accordingly, we could incur significant liability beyond our primary obligation
under consolidated obligations due to the failure of other FHLBanks to meet their payment obligations, which could negatively
affect our financial condition and results of operations.

Further, the FHLBanks may not pay any dividends to members or redeem or repurchase any shares of stock unless the principal
and interest due on all consolidated obligations has been paid in full. Accordingly, our ability to pay dividends or to redeem or
repurchase stock could be affected not only by our own financial condition but also by the financial condition of one or more of
the other FHLBanks.

An increase in our AHP contribution rate could adversely affect our ability to grow our retained earnings and/or pay
dividends to our shareholders.

The FHLB Act requires each FHLBank to establish and fund an AHP. Annually, the FHLBanks are required to set aside, in the
aggregate, the greater of $100 million or 10 percent of their current year’s income (before charges for AHP, as adjusted for
interest expense on mandatorily redeemable capital stock) for their AHPs. If the FHLBanks’ combined income does not result
in an aggregate AHP contribution of at least $100 million in a given year, we could be required to contribute more than 10
percent of our income to the AHP. A significant increase in our AHP contribution rate for any reason would reduce our net
income and could limit our ability to grow our retained earnings and/or adversely affect our ability to pay dividends to our
shareholders.

The terms of any liquidation, merger or consolidation involving us may have an adverse impact on members’ investments in
us.

Under the GLB Act, holders of Class B Stock own our retained earnings, if any. With respect to liquidation, our capital plan
provides that, after payment of creditors, all Class B Stock will be redeemed at par, or pro rata if liquidation proceeds are
insufficient to redeem all of the stock in full. Any remaining assets will be distributed to the shareholders in proportion to their
stock holdings relative to the total outstanding Class B Stock.

Our capital plan also stipulates that its provisions governing liquidation are subject to the Finance Agency’s statutory authority
to prescribe regulations or orders governing liquidations of a FHLBank, and that consolidations and mergers may be subject to
any lawful order of the Finance Agency. Under the FHLBank Act, the FHLBank System generally must consist of § to 12
districts. The FHLBank Act provides the Finance Agency with the authority to consolidate FHLBanks, subject only to the
requirement that the number of FHLBanks cannot be reduced to fewer than eight.

We cannot predict how the Finance Agency might exercise its authority with respect to liquidations, mergers or consolidations
or whether any actions taken by the Finance Agency in this regard would be inconsistent with the provisions of our capital plan
or the rights of holders of our Class B Stock. Consequently, there can be no assurance that any voluntary or involuntary
liquidation, merger or consolidation involving us will be consummated on terms that do not adversely affect our members’
investment in us.
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General Risk Factors

A failure or interruption in our information systems or other technology may adversely affect our ability to conduct and
manage our business effectively.

We rely heavily upon information systems and other technology to conduct and manage our business and deliver a very large
portion of our services to members on an automated basis. Our operations rely on the secure processing, storage and
transmission of confidential and other information in computer systems and networks. Computer systems, software and
networks can be vulnerable to failures and interruptions, including "cyberattacks" (e.g., breaches, unauthorized access, misuse,
computer viruses or other malicious code and other events) that could jeopardize the confidentiality or integrity of information,
or otherwise cause interruptions or malfunctions in operations. Over time, cyberattacks have become more frequent,
sophisticated, and increasingly difficult to detect or prevent. During periods of geopolitical conflict, the threat of cyberattacks
may increase. To the extent that we experience a failure or interruption in any of our information systems or other technology,
we may be unable to conduct and manage our business effectively, including, without limitation, our hedging and advances
activities. We can make no assurance that we will be able to prevent or timely and adequately address any such failure or
interruption. Any failure or interruption could significantly harm our customer relations, reputation, risk management, and
profitability, which could negatively affect our financial condition and results of operations.

Failures of critical vendors or other third parties could disrupt our ability to conduct and manage our business

We rely on vendors and other third parties to perform certain critical services for us. A failure or interruption of one or more of
these services, including as a result of human failings, failure to follow established protocols, breaches, cyberattacks, system
malfunctions or failures, or other technological issues, could negatively affect our business operations. If one or more of these
key external parties were not able to perform their functions for a period of time or at an acceptable service level, our operations
could be constrained, disrupted, or otherwise negatively affected. Further, our use of vendors and other third parties also
exposes us to the risk of a loss of data, intellectual property, or other confidential information, or other harm.

Our inability to attract and retain skilled labor could adversely affect our business and operations

We rely on key personnel to manage our business and conduct our operations. Competition for skilled labor from within and
outside the financial services industry, including the technology sector, has at times been intense. In addition, we experience
competition for independent contractors, whom we currently rely on for software development projects. Further, the Finance
Agency has the authority to limit the amount of compensation we pay to our executive officers, which could make it difficult
for us to attract and retain qualified executive officers. Our failure to attract and retain skilled personnel and/or independent
contractors, or our failure to maintain effective succession plans for key positions, could adversely affect our business and
operations.

A natural or man-made disaster or a pandemic, especially one affecting our region, could adversely affect our profitability
and/or financial condition.

Portions of our district are subject to risks from hurricanes, tornadoes, floods and other natural disasters. Further, the entire
district is subject to the risk of a pandemic. In addition to natural disasters, our business could also be negatively impacted by
man-made disasters.

Natural or man-made disasters that occur within or outside our district may damage or dislocate our members’ facilities, may
damage or destroy collateral pledged to secure advances or other extensions of credit, may adversely affect the livelihood of
MPF borrowers or members’ customers or otherwise cause significant economic dislocation in the affected areas. If this were to
occur, our business could be negatively impacted.

In the aftermath of a natural or man-made disaster or during or after a pandemic, significant borrower defaults on loans made by
our members could occur and these defaults could cause members to fail. If one or more member institutions fail, and if the
value of the collateral pledged to secure advances and/or other extensions of credit from us has declined below the amount
borrowed, we could incur a credit loss that would adversely affect our financial condition and results of operations. A decline in
the local economies in which our members operate could reduce members’ needs for funding, which could reduce demand for
our advances. We could be adversely impacted by the reduction in business volume that would arise either from the failure of
one or more of our members or from a decline in member funding needs. In addition, it is possible that the protections we have
in place for our MPF loans including, but not limited to, borrowers' equity, private mortgage insurance, hazard insurance and, if
applicable, flood insurance, along with MPF credit enhancements, may not be sufficient to prevent us from incurring losses on
loans that are secured by properties located in areas that are affected by a natural or man-made disaster. Similarly, the
protections we have in place for our MPF loans may not be sufficient to prevent us from incurring losses on loans to borrowers
who are no longer able to make payments due to a decline in or loss of income as a result of the economic fallout from a
disaster or pandemic.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

Not applicable.

ITEM 1C. CYBERSECURITY

The Bank relies heavily on its information systems and other technology to conduct and manage its business and, as a result, it
is subject to cybersecurity threat risk. Cybersecurity threats include potential unauthorized occurrences on or conducted through
the Bank’s information systems that may result in adverse effects on the confidentiality, integrity, or availability of its
information systems or any information residing therein. Cybersecurity threat risks include, but are not limited to, malicious
software or the exploitation of vulnerabilities, social engineering (e.g., phishing), denial-of-service attacks, viruses, and/or
malware. As further described below, the Bank has implemented processes for assessing, identifying, and managing material
risks from cybersecurity threats that are designed to protect the confidentiality, integrity, and availability of its information
technology assets and data.

Cybersecurity Risk Management and Strategy

The Bank’s approach to cybersecurity risk management relies upon having the right people, processes, and technology in place
to govern, identify, protect, detect, respond, and recover from cybersecurity risks/threats/incidents. The Bank’s cybersecurity
program aligns with industry standards, specifically the National Institute of Standards and Technology (“NIST”) Cybersecurity
Framework and the NIST 800-53 control framework. The effectiveness of the Bank’s cybersecurity program is measured
through internal and external audits, Finance Agency regulatory oversight and other third-party control and compromise
assessments such as periodic penetration tests and various security assessments. In addition, the Bank’s cybersecurity program
includes processes and technologies that enhance its ability to detect and respond to cybersecurity threats, including the use of
automation, threat intelligence feeds, robust incident response procedures and frequent vulnerability scans and remediation. The
Bank’s Vulnerability Management Group, which is comprised of members from Information Technology (“IT”) Security, IT
Infrastructure and Operational Risk Management, meets regularly to discuss details of the Bank’s vulnerability management
program including, but not limited to, current threats and vulnerabilities, patching status, upcoming technology changes, and
current issues or concerns, if any.

The Bank’s IT Security Program and policies establish safeguards to protect data and information that is used by the Bank’s
employees, independent contractors, and vendors. The goal of the Bank’s cybersecurity risk management processes is to
maintain and safeguard the confidentiality and integrity of the Bank’s data, and to ensure system availability to protect against
cybersecurity threats and vulnerabilities. The Bank maintains IT security policies that are reviewed at least annually and
approved by the Bank’s Chief Information Officer (“CIO”), appropriate management committees and, for its critical policies,
the Bank’s Board of Directors. To help ensure the effectiveness of the Bank’s IT security policies, all employees are required to
participate in annual IT security training and to review and acknowledge the Bank’s IT security policies.

The Bank maintains an Enterprise Risk Management Framework which is updated and approved at least annually by its Board
of Directors. The framework outlines the methodology and elements that are used to manage Bank-wide risks, including
cybersecurity risks, and it assigns responsibilities for the Bank’s enterprise risk management. The Bank’s IT Security
department measures cybersecurity risks by way of risk assessments that utilize a scale which includes both the likelihood and
impact of risk occurrence. The scale used to measure likelihood and impact is tied to the criteria contained in the Bank’s
Enterprise Risk Management Framework.

The Bank also maintains Incident Response policies and procedures that are invoked in the event of a security breach or
incident and which provide, among other things, guidance for the purpose of managing and executing the appropriate level of
communication to executive management, the Board of Directors, government agencies, and/or the Finance Agency.

The Bank has a Business Continuity Program that sets forth the actions that would be taken to recover business processes in a
timely manner in the event of a disruption. The Bank regularly tests its Business Continuity Plan to ensure its relevance and
viability. Representatives from the Bank’s Business Continuity team work closely with the Bank’s business units and IT to help
ensure that critical resources are available in the event of an interruption. To ensure its preparedness, the Bank updates its
Business Continuity Plan semiannually. In addition, the Bank evaluates and analyzes threat scenarios, and it conducts periodic
exercises to demonstrate the Bank’s ability to run production systems from an alternate location and to seamlessly return to
using production systems at its primary operations centers.

The Bank’s vendors are subject to a formal vendor management process which includes an assessment of vendor risks
(including cybersecurity risks) and ongoing monitoring. When warranted, the Bank seeks independent third-party reports
related to the performance of its vendors, such as System and Organization Controls reports that are issued in accordance with
Statement on Standards for Attestation Engagements No. 18.
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While risks from cybersecurity threats have not materially affected nor are they currently expected to materially affect the
Bank’s business strategy, financial condition or results of operations, the Bank has invested and expects to continue to invest
significant resources to maintain and enhance its cybersecurity program.

Cybersecurity Governance

The Bank’s cybersecurity program is managed by its Chief Information Security Officer (“CISO”) with oversight from
executive management and the Bank’s Board of Directors. The CISO reports to both the Bank’s CIO and its Chief Risk Officer
(“CRO”).

The Bank’s CISO has over 20 years of experience serving in various IT roles, and he maintains a number of technology and
cloud certifications, including the Certified Information Systems Security Professional certification.

The Bank’s IT Infrastructure team, led by the Director of Cloud Infrastructure, is responsible for the hands-on configuration and
patch management of the Bank’s information systems to ensure the security, reliability, and availability of those systems. The
team is comprised of information system and cloud professionals that hold various certifications in systems administration and
cloud computing.

The Bank’s Operational Risk Oversight Committee (“OROC”), led by the CRO, provides oversight of the Bank’s operational
risk, including cybersecurity risk. OROC meets quarterly and is comprised of senior leaders from the IT (including Security),
Legal, Accounting, and Operational Risk Management departments, among others. In addition, matters of cybersecurity
importance relating to specific IT projects are discussed and addressed in the Bank’s Information Technology Steering
Committee, which is led by the CIO and is comprised of senior leaders from across the Bank.

The Bank’s CISO provides quarterly reports to OROC which include vulnerability management and security incident metrics,
the status of security awareness training (including phish-testing results), and the status of any risk-accepted items and
remediations. The quarterly reports also include any significant findings from audits, third-party security assessments, and
penetration tests. Monthly, the CISO briefs the CRO, CIO, and the Bank’s Chief Executive Officer regarding any significant IT
security items.

The Bank’s CISO periodically updates the Board of Directors regarding the Bank’s cybersecurity program, including current
risks and metrics, the evolving external threat landscape and the results of the Bank’s security awareness training. The Risk
Management Committee of the Board of Directors, the Board committee that is primarily responsible for the oversight of risks
from cybersecurity threats, is briefed quarterly on cybersecurity risks and receives information and metrics that are similar to
the information and metrics provided to OROC. In addition, the Board’s Strategic Planning, Operations and Technology
Committee is briefed, as needed, on security matters relating to specific IT projects.

Monthly, the Board of Directors receives an IT status dashboard which includes, among other things, IT security metrics
regarding phish-training and vulnerability management.

Annually, the CISO prepares the Bank’s Annual State of Security report which is provided to executive management, OROC,
and the Board of Directors. The report provides data on, and insights into, the top security concerns facing the Bank, such as
shifts in the threat landscape, high-priority threats, and trends affecting the banking industry, in addition to security-specific
technology changes which have occurred during the current year that could impact the overall risk to the Bank. The report also
includes an assessment of the upcoming threats that the Bank could potentially face over the course of the next year and
includes recommendations designed to mitigate those threats.

ITEM 2. PROPERTIES

The Bank owns a 157,000 square foot office building located at 8500 Freeport Parkway South, Irving, Texas. The Bank
currently occupies approximately 75,000 square feet of space in this building.

The Bank also maintains a co-location facility comprising approximately 118 square feet of space.

ITEM 3. LEGAL PROCEEDINGS

The Bank is not a party to any material pending legal proceedings.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

The Bank is a cooperative and all of its outstanding capital stock, which is known as Class B Stock, is owned by its members
or, in some cases, by non-member institutions that acquire stock by virtue of acquiring member institutions, by a federal or state
agency or insurer acting as a receiver of a closed institution, or by former members of the Bank that retain capital stock to
support advances or other extensions of credit that remain outstanding or until any applicable stock redemption or withdrawal
notice period expires. All members must hold stock in the Bank. All of the Bank’s sharcholders are financial institutions; no
individual may own any of the Bank’s capital stock. The Bank’s capital stock is not publicly traded, nor is there an established
market for the stock. The Bank’s capital stock has a par value of $100 per share and it may be purchased, redeemed,
repurchased and transferred only at its par value. By regulation, the parties to a transaction involving the Bank’s stock can
include only the Bank and its member institutions (or non-member institutions or former members, as described above). While
a member could transfer stock to another member of the Bank, such transfer could occur only upon approval of the Bank and
then only at par value. Members may redeem excess stock, or withdraw from membership and redeem all outstanding capital
stock, with five years' written notice to the Bank. The Bank does not issue options, warrants or rights relating to its capital
stock, nor does it provide any type of equity compensation plan. As of March 11, 2026, the Bank had 772 sharcholders and
32,704,846 shares of capital stock outstanding.

The Bank has two sub-classes of Class B stock. Class B-1 Stock is used to meet the membership investment requirement and
Class B-2 Stock is used to meet the activity-based investment requirement. Daily, subject to the limitations in the Bank's
Capital Plan, the Bank converts shares of one sub-class of Class B Stock to the other sub-class of Class B Stock under the
following circumstances: (i) shares of Class B-2 Stock held by a shareholder in excess of its activity-based investment
requirement are converted into Class B-1 Stock, if necessary, to meet that shareholder’s membership investment requirement
and (ii) shares of Class B-1 Stock held by a shareholder in excess of the amount required to meet its membership investment
requirement are converted into Class B-2 Stock as needed in order to satisfy that shareholder’s activity-based investment
requirement. All excess stock is held as Class B-1 Stock at all times.

Subject to Finance Agency directives and the terms of the Amended JCE Agreement described below, the Bank is permitted by
statute and regulation to pay dividends on members’ capital stock in either cash or capital stock only from previously retained
earnings or a portion of current net earnings. The Bank’s Board of Directors may not declare or pay a dividend based on
projected or anticipated earnings, nor may it declare or pay a dividend if the Bank is not in compliance with its minimum capital
requirements or if the Bank would fail to meet its minimum capital requirements after paying such dividend (for a discussion of
the Bank’s minimum capital requirements, see Item 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations — Risk-Based Capital Rules and Other Capital Requirements). Further, the Bank may not declare or pay
any dividends in the form of capital stock if excess stock held by its shareholders is greater than one percent of the Bank’s total
assets or if, after the issuance of such shares, excess stock held by its shareholders would be greater than one percent of the
Bank’s total assets. Shares of capital stock issued as dividend payments have the same rights, obligations, and restrictions as all
other shares of capital stock, including rights, privileges, and restrictions related to the repurchase and redemption of capital
stock. To the extent such shares represent excess stock, they may be repurchased or redeemed by the Bank in accordance with
the provisions of the Bank’s Capital Plan.

The Bank, and the other FHLBanks, are parties to the Amended JCE Agreement, which provides that the Bank (and each of the
other FHLBanks) will, on a quarterly basis, allocate at least 20 percent of its net income to an RRE Account. Pursuant to the
provisions of the Amended JCE Agreement, the Bank is required to build its RRE Account to an amount equal to one percent of
its total outstanding consolidated obligations, which for this purpose is based on the most recent quarter’s average carrying
value of all outstanding consolidated obligations, excluding hedging adjustments. The Amended JCE Agreement provides that
during periods in which the Bank’s RRE Account is less than the amount prescribed in the preceding sentence, it may pay
dividends only from unrestricted retained earnings or from the portion of its quarterly net income that exceeds the amount
required to be allocated to its RRE Account. The allocations to, and restrictions associated with, its RRE Account have not had,
nor are they currently expected to have, an effect on the Bank’s dividend payment practices. For additional information
regarding the Amended JCE Agreement, see Item 1. Business — Capital — Retained Earnings.

The Bank has had a long-standing practice of paying quarterly dividends in the form of capital stock. During the three months
ended March 31, 2023, quarterly dividends on Class B-1 Stock were paid at an annualized rate that equaled the average one-
month London Interbank Offered Rate ("LIBOR") for the preceding quarter (the then current target dividend rate for Class B-1
Stock) while quarterly dividends on Class B-2 Stock were paid at an annualized rate that equaled average one-month LIBOR
for the preceding quarter plus 1.0 percent (the upper end of the Bank's then current target range for dividends on Class B-2
Stock). In anticipation of the discontinuance of one-month LIBOR after June 30, 2023, the Bank’s Board of Directors adopted
new dividend target ranges for Class B-1 and Class B-2 Stock that became effective beginning with the dividends that were
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paid in the second quarter of 2023, such that they are indexed to the average overnight SOFR rate. While there can be no
assurances about future dividends or future dividend rates, the target range for quarterly dividends on Class B-1 Stock is an
annualized rate that approximates the average overnight SOFR rate plus 0 — 0.5 percent and the target range for quarterly
dividends on Class B-2 Stock is an annualized rate that approximates the average overnight SOFR rate plus 1.0 — 1.5 percent.
Dividends are based upon shareholders' average capital stock holdings and the average benchmark index rate for the preceding
quarter.

When stock dividends are paid, capital stock is issued in full shares and any fractional shares are paid in cash. Dividends are
typically paid during the last week of each calendar quarter and are based upon the Bank’s operating results, shareholders’
average capital stock holdings and the applicable rate for the preceding quarter. All capital stock dividends are paid in the form
of Class B-1 shares.

By way of example, the Bank’s fourth quarter 2025 dividends on Class B-1 Stock and Class B-2 Stock were paid at annualized
rates of 4.43 percent (a rate equal to average overnight SOFR for the third quarter of 2025 plus 0.1 percent) and 5.43 percent (a
rate equal to average overnight SOFR for the third quarter of 2025 plus 1.1 percent), respectively. The annualized dividend
rates of 4.43 percent and 5.43 percent were applied to shareholders' average balances of Class B-1 Stock and Class B-2 Stock,
respectively, which were held during the period from July 1, 2025 through September 30, 2025.

The following table sets forth certain information regarding the quarterly dividends that were declared and paid by the Bank
during the years ended December 31, 2025 and 2024.

DIVIDENDS PAID
(dollars in thousands)

2025 2024
Annualized Annualized
Amount® Rate® Amount® Rate®

First Quarter $ 58,362 5478 % $ 80,712 6.148 %
Second Quarter 49,272 5.108 % 71,181 6.107 %
Third Quarter 48,596 5.148 % 70,421 6.126 %
Fourth Quarter 48,228 5.128 % 68,348 6.076 %
Total Dividends Paid During the Period $ 204,458 $ 290,662

@ Amounts exclude (in thousands) $3, $129, $82 and $13 of dividends paid on mandatorily redeemable capital stock for the first, second,
third and fourth quarters of 2025, respectively. For financial reporting purposes, these dividends were classified as interest expense.

@ Amounts exclude (in thousands) $30, $7, $13 and $5 of dividends paid on mandatorily redeemable capital stock for the first, second,
third and fourth quarters of 2024, respectively. For financial reporting purposes, these dividends were classified as interest expense.

3 Reflects the annualized rate paid on all of the Bank’s average capital stock outstanding regardless of its classification for financial
reporting purposes as either capital stock or mandatorily redeemable capital stock. Rates represent the blended rates paid on Class B-1
and Class B-2 stock (computed as the total dividend paid divided by the aggregate average balance of both classes of stock).

The following table sets forth the annualized dividend rates that were paid on Class B-1 and Class B-2 Stock during the years
ended December 31, 2025 and 2024.

2025 2024

Class B-1 Class B-2 Class B-1 Class B-2

First Quarter 4.78% 5.78% 5.42% 6.42%
Second Quarter 4.43% 5.43% 5.41% 6.41%
Third Quarter 4.42% 5.42% 5.42% 6.42%
Fourth Quarter 4.43% 5.43% 5.38% 6.38%

On March 19, 2026, the Bank’s Board of Directors approved dividends on Class B-1 and Class B-2 Stock in the form of
additional shares of Class B-1 Stock for the first quarter of 2026 at annualized rates of 4.09 percent (a rate equal to average
overnight SOFR for the fourth quarter of 2025 plus 0.1 percent) and 5.09 percent (a rate equal to average overnight SOFR for
the fourth quarter of 2025 plus 1.1 percent), respectively. The first quarter 2026 dividends, to be applied to average Class B-1
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Stock and Class B-2 Stock held during the period from October 1, 2025 through December 31, 2025, will be paid on March 24,
2026.

The Bank has a retained earnings policy that calls for the Bank to maintain retained earnings in an amount at least sufficient to
protect the par value of the Bank's capital stock against potential economic losses that could arise from a variety of designated
risk factors, including those related to potential permanent losses, potential earnings shortfalls or losses in periodic earnings,
and potential reductions in the Bank's estimated market value of equity. With certain exceptions, the Bank’s policy calls for the
Bank to maintain its total retained earnings balance at or above its policy target when determining the amount of funds available
to pay dividends. The Bank’s current retained earnings policy target, which was last updated as of December 31, 2025, calls for
the Bank to maintain a total retained earnings balance of at least $572.1 million to protect against the risks identified in the
policy. Notwithstanding the fact that the Bank’s December 31, 2025 retained earnings balance of $3.227 billion exceeds the
policy target balance, the Bank currently expects to continue to build its retained earnings in keeping with its long-term
strategic objectives and the provisions of the Amended JCE Agreement.

Pursuant to the terms of an SEC no-action letter dated September 13, 2005, the Bank is exempt from the requirements to report:
(1) sales of its equity securities under Item 701 of Regulation S-K and (2) repurchases of its equity securities under Item 703 of
Regulation S-K. In addition, the HER Act specifically exempts the Bank from periodic reporting requirements under the
securities laws pertaining to the disclosure of unregistered sales of equity securities.

ITEM 6. RESERVED

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis of financial condition and results of operations should be read in conjunction with the
annual audited financial statements and notes thereto for the years ended December 31, 2025, 2024 and 2023 beginning on page
F-1 of this Annual Report on Form 10-K.

Forward-Looking Information

This annual report contains forward-looking statements that reflect current beliefs and expectations of the Bank about its future
results, performance, liquidity, financial condition, prospects and opportunities. These statements are identified by the use of
forward-looking terminology, such as “anticipates,” “plans,” “believes,” “could,” “estimates,” “may,” “should,” “would,”
“will,” “might,” “expects,” “intends” or their negatives or other similar terms. The Bank cautions that forward-looking
statements involve risks or uncertainties that could cause the Bank’s actual future results to 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. As a result, undue reliance should not be placed on such statements.

99 < 99 <

These risks and uncertainties include, without limitation, evolving economic and market conditions, political events, and the
impact of competitive business forces. The risks and uncertainties related to evolving economic and market conditions include,
but are not limited to, changes in interest rates, changes in the Bank’s access to the capital markets, changes in the cost of the
Bank’s debt, changes in the ratings on the Bank's debt, adverse consequences resulting from a significant regional, national or
global economic downturn (including, but not limited to, reduced demand for the Bank's products and services), credit and
prepayment risks and changes in the financial health of the Bank’s members or non-member borrowers. Among other things,
political events could possibly lead to changes in the Bank’s regulatory environment or its status as a GSE, or to changes in the
regulatory environment for the Bank’s members or non-member borrowers. Risks and uncertainties related to competitive
business forces include, but are not limited to, the potential loss of a significant amount of member borrowings through
acquisitions or other means or changes in the relative competitiveness of the Bank’s products and services for member
institutions. For a more detailed discussion of the risk factors applicable to the Bank, see Item 1A. Risk Factors. The Bank
undertakes no obligation to publicly update or revise any forward-looking statements, whether as a result of new information,
future events, changed circumstances, or any other reason.

Overview

The Bank serves eligible financial institutions in Arkansas, Louisiana, Mississippi, New Mexico and Texas (collectively, the
Ninth District of the FHLBank System). The Bank’s primary business is lending relatively low cost funds (known as advances)
to its member institutions, which include commercial banks, savings institutions, insurance companies and credit unions.
Community Development Financial Institutions that are certified under the Community Development Banking and Financial
Institutions Act of 1994 are also eligible for membership in the Bank. While not members of the Bank, housing associates,
including state and local housing authorities, that meet certain statutory criteria may also borrow from the Bank. The Bank also
maintains a portfolio of highly rated investments for liquidity purposes and to provide additional earnings. Additionally, the
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Bank holds interests in a portfolio of mortgage loans that have been acquired through the MPF Program administered by the
FHLBank of Chicago. Substantially all of the loans were acquired during the period from 2016 to 2025 and all of those loans
are conventional loans. Shareholders’ return on their investment includes the value derived from access to the Bank’s products
and services and, to a far lesser extent, dividends (which are typically paid quarterly in the form of capital stock). Historically,
the Bank has balanced the financial rewards to shareholders by seeking to pay a dividend that meets or slightly exceeds the
return on alternative short-term money market investments available to shareholders, while lending funds at the lowest rates
expected to be compatible with that objective and its objective to build retained earnings over time.

The Bank's principal source of funds is debt issued in the capital markets. All 11 FHLBanks issue debt in the form of
consolidated obligations through the Office of Finance as their agent and all 11 FHLBanks are jointly and severally liable for
the repayment of all consolidated obligations.

The Bank conducts its business and fulfills its public purpose primarily by acting as a financial intermediary between its
members and the capital markets. The intermediation of the timing, structure, and amount of its members’ credit needs with the
investment requirements of the Bank’s creditors is made possible by the extensive use of interest rate exchange agreements,
including interest rate swaps, swaptions and caps. For a discussion of the Bank's accounting policies for derivatives and
hedging, see the sections below entitled “Financial Condition — Derivatives and Hedging Activities” and “Critical Accounting
Estimates.”

Financial Market Conditions

The gross domestic product increased at an annual rate of 2.1 percent during 2025 according to the second estimate reported by
the Bureau of Economic Analysis, following increases of 2.8 percent in 2024 and 2.9 percent in 2023. In January 2026, the
Bureau of Labor Statistics reported that the U.S. unemployment rate was 4.4 percent at the end of 2025 compared to 4.1 percent
at the end of 2024 and 3.8 percent at the end of 2023. The Bureau of Labor Statistics also reported that the unadjusted U.S.
consumer price index increased 2.7 percent in 2025, following increases of 2.9 percent in 2024 and 3.4 percent in 2023.

The Federal Open Market Committee ("FOMC") began raising interest rates in 2022 to combat inflation that had surged in
2021. The target for the federal funds rate reached a range between 5.25 percent and 5.50 percent by July 2023, which was then
maintained until September 2024. Between September 2024 and December 2024, the FOMC, in a series of policy actions,
lowered the target range for the federal funds rate to a range between 4.25 percent to 4.50 percent after gaining greater
confidence that inflation was moving sustainably toward the FOMC's target rate of 2 percent. In 2025, continued economic
slowing and labor market softening led to further cuts, bringing the target range to between 3.50 percent and 3.75 percent by
December 2025. At its January 27/28, 2026 and March 17/18, 2026 meetings, the FOMC voted to maintain the target range at
3.50 percent to 3.75 percent. At the March 17/18, 2026 meeting, the FOMC noted that economic activity has been expanding at
a solid pace, job gains have remained low, and inflation remains somewhat elevated. The FOMC emphasized that uncertainty
about the economic outlook remains elevated, adding that the implications of developments in the Middle East for the U.S.
economy are uncertain. The FOMC reiterated that it will carefully assess incoming data, the evolving outlook, and the balance
of risks when considering future policy adjustments.

The FOMC also ended its balance sheet reduction program effective December 1, 2025. This program, which began in June
2022, initially allowed up to $60 billion in Treasury securities and $35 billion in agency debt and agency MBS to mature
without reinvestment each month. The pace was gradually reduced in 2024 and 2025, before being discontinued entirely.
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The following table presents information on various market interest rates at December 31, 2025 and 2024 and various average
market interest rates for the years ended December 31, 2025, 2024 and 2023.

Ending Rate Average Rate

December 31, December 31, For the Year Ended December 31,

2025 2024 2025 2024 2023
Federal Funds Target 3.75% 4.50% 4.37% 5.31% 5.20%
Average Effective Federal Funds Rate @ 3.64% 4.33% 4.21% 5.14% 5.03%
Overnight SOFR @ 3.87% 4.49% 4.24% 5.15% 5.01%
1-month SOFR © 3.79% 4.53% 4.28% 5.19% 4.97%
3-month SOFR ® 4.01% 4.69% 4.35% 5.27% 4.86%
2-year SOFR @ 3.31% 4.08% 3.61% 4.23% 4.53%
5-year SOFR @ 3.46% 4.04% 3.58% 3.85% 3.83%
10-year SOFR @ 3.80% 4.07% 3.80% 3.79% 3.66%
3-month U.S. Treasury @ 3.67% 4.37% 4.21% 5.18% 5.28%
2-year U.S. Treasury @ 3.47% 4.25% 3.81% 4.37% 4.58%
5-year U.S. Treasury @ 3.73% 4.38% 3.92% 4.13% 4.06%
10-year U.S. Treasury @ 4.18% 4.58% 4.29% 4.21% 3.96%

() Source: Bloomberg (reflects upper end of target range)
@ Source: Federal Reserve Statistical Release
&) Source: Bloomberg

2025 In Summary

»  The Bank ended 2025 with total assets of $108.5 billion compared with $127.7 billion at the end of 2024. The $19.2 billion
decrease in total assets was attributable primarily to decreases in the Bank's advances ($16.9 billion) and short-term
liquidity portfolio ($4.1 billion), partially offset by increases in its long-term securities portfolio ($1.0 billion) and
mortgage loans held for portfolio ($0.8 billion).

» Total advances at December 31, 2025 were $50.8 billion, compared to $67.7 billion at the end of 2024.
*  Mortgage loans held for portfolio increased from $5.8 billion at December 31, 2024 to $6.6 billion at December 31, 2025.

*  The Bank’s net income for 2025 was $582.6 million, which represented a return on average capital stock of 15.64 percent.
In comparison, the Bank's net income for 2024 was $726.6 million, which represented a return on average capital stock of
16.17 percent for that year. For discussion and analysis of the decrease in net income, see the section entitled "Results of
Operations" beginning on page 55 of this report.

+ Atall times during 2025, the Bank was in compliance with all of its regulatory capital requirements. In addition, the Bank’s
total retained earnings increased to $3.227 billion at December 31, 2025 from $2.849 billion at December 31, 2024.
Retained earnings represented 3.0 percent and 2.2 percent of total assets at December 31, 2025 and 2024, respectively. At
December 31, 2025, the balance of the Bank's restricted retained earnings account was $766.9 million, representing 0.78
percent of the carrying value of its consolidated obligations (excluding hedging adjustments) at that date.

* In 2025, the Bank paid dividends totaling $204.5 million which, based on the applicable average capital stock balances,
equated to an overall blended rate of 5.22 percent for the year. Based on its net income for the year, the dividend payout
ratio was 35.10 percent.
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Selected Financial Data

SELECTED FINANCIAL DATA
(dollars in thousands)

Year Ended December 31,
2025 2024 2023 2022 2021
Balance sheet (at year end)
Advances $ 50,820,106 $ 67,743,248 79,951,855  $ 68,921,869 $ 24,637,464
Investments 50,656,003 53,740,886 42,631,192 40,613,512 34,653,202
Mortgage loans 6,563,685 5,771,240 5,096,410 4,400,040 3,494,389
Allowance for credit losses on mortgage
loans 8,554 7,187 7,768 4,865 3,124
Total assets 108,512,015 127,725,048 128,264,612 114,348,556 63,488,376
Consolidated obligations — discount notes 40,185,289 21,637,276 8,598,022 46,270,265 11,003,026
Consolidated obligations — bonds 57,885,556 96,215,218 109,536,207 59,946,458 44,514,220
Total consolidated obligations @ 98,070,845 117,852,494 118,134,229 106,216,723 55,517,246
Mandatorily redeemable capital stock &) 7,967 181 506 7,453 6,657
Capital stock — putable 3,338,359 4,168,043 4,737,388 3,984,105 2,192,504
Unrestricted retained earnings 2,460,107 2,198,522 1,907,882 1,504,236 1,291,656
Restricted retained earnings 766,937 650,426 505,101 330,210 266,761
Total retained earnings 3,227,044 2,848,948 2,412,983 1,834,446 1,558,417
Accumulated other comprehensive income 204,468 178,670 108,849 182,526 182,770
Total capital 6,769,871 7,195,661 7,259,220 6,001,077 3,933,691
Dividends paid ® 204,458 290,662 295,914 41,216 14,205
Income statement
Net interest income after provision/reversal
for credit losses 4 762,234 891,592 1,017,913 479,672 $ 277,547

Other income (loss) 59,751 63,803 91,718 (25,4406) 10,243
Other expense

Operating expenses 115,131 111,902 113,372 86,889 89,518

Voluntary grants, subsidies, donations and

AHP contributions 40,744 14,663 5,343 798 2,907

Other 18,794 21,461 19,259 14,026 12,722
Total other expenses 174,669 148,026 137,974 101,713 105,147
AHP assessment 64,762 80,742 97,206 35,268 18,266
Net income 582,554 726,627 874,451 317,245 164,377
Performance ratios
Net interest margin ) 0.69 % 0.72 % 0.66% 0.63 % 0.46 %
Net interest spread 4)(© 0.39 % 0.35 % 0.33% 0.45 % 0.45 %
Return on average assets 0.52 % 0.58 % 0.57% 0.41 % 0.27 %
Return on average equity 8.35 % 9.88 % 10.94% 6.69 % 431 %
Return on average capital stock 15.64 % 16.17 % 15.42% 11.02 % 7.72 %
Total average equity to average assets 6.22 % 5.89 % 5.17% 6.17 % 6.37 %
Regulatory capital ratio ® 6.06 % 5.49 % 5.58% 5.09 % 5.92 %
Dividend payout ratio ®©) 35.10 % 40.00 % 33.84% 12.99 % 8.64 %
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(M Investments consist of interest-bearing deposits, federal funds sold, securities purchased under agreements to resell and securities
classified as held-to-maturity, available-for-sale and trading.

@ The Bank is jointly and severally liable with the other FHLBanks for the payment of principal and interest on the consolidated
obligations of all of the FHLBanks. At December 31, 2025, 2024, 2023, 2022 and 2021, the outstanding consolidated obligations (at par
value) of all of the FHLBanks totaled approximately $1.152 trillion, $1.193 trillion, $1.204 trillion, $1.182 trillion and $0.653 trillion,
respectively. As of those dates, the Bank’s outstanding consolidated obligations (at par value) were $98.8 billion, $119.2 billion,
$119.8 billion, $109.1 billion and $55.8 billion, respectively. The Bank records on its statement of condition only that portion of the
consolidated obligations for which it has received the proceeds.

&) Mandatorily redeemable capital stock represents capital stock that is classified as a liability under U.S. GAAP. Dividends on mandatorily
redeemable capital stock are recorded as interest expense and excluded from dividends paid. Dividends paid on mandatorily redeemable
capital stock totaled $227 thousand, $55 thousand, $407 thousand, $167 thousand and $25 thousand for the years ended December 31,
2025, 2024, 2023, 2022 and 2021, respectively.

@ Under U.S. GAAP, changes in the fair value of a derivative in a qualifying fair value hedge along with changes in the fair value of the
hedged asset or liability attributable to the hedged risk (the net amount of which is referred to as fair value hedge ineffectiveness) are
recorded in net interest income. Fair value hedge ineffectiveness increased (reduced) net interest income by ($22.9 million), ($57.2
million), ($83.1 million), ($5.7 million) and $23.8 million for the years ended December 31, 2025, 2024, 2023, 2022 and 2021,
respectively. Included in the fair value ineffectiveness amounts are price alignment amounts on cleared derivatives totaling ($22.1
million), ($60.2 million), ($73.7 million), ($15.8 million) and $0.4 million for the years ended December 31, 2025, 2024, 2023, 2022 and
2021, respectively. For additional discussion, see the section entitled "Results of Operations" beginning on page 55 of this report.

() Net interest margin is net interest income as a percentage of average earning assets.
©  Net interest spread is the difference between the yield on interest-earning assets and the cost of interest-bearing liabilities.

() Return on average capital stock is derived by dividing net income by average capital stock balances excluding mandatorily redeemable
capital stock.

®)  The regulatory capital ratio is computed by dividing regulatory capital (the sum of capital stock — putable, mandatorily redeemable
capital stock and retained earnings) by total assets at each year-end.

©  Dividend payout ratio is computed by dividing dividends paid by net income for the year.

Financial Condition

The following table provides selected period-end balances as of December 31, 2025, 2024 and 2023, as well as selected average
balances for the years ended December 31, 2025, 2024 and 2023. As shown in the table, the Bank’s total assets decreased by
15.0 percent (or $19.2 billion) during the year ended December 31, 2025 after decreasing by 0.4 percent (or $0.6 billion) during
the year ended December 31, 2024. The decrease in total assets during the year ended December 31, 2025 was attributable
primarily to a decrease in the Bank's advances ($16.9 billion) and short-term liquidity portfolio ($4.1 billion), partially offset by
increases in its long-term securities portfolio ($1.0 billion) and mortgage loans held for portfolio ($0.8 billion). As the Bank’s
assets decreased, the funding for those assets also decreased. During the year ended December 31, 2025, total consolidated
obligations decreased by $19.8 billion, as consolidated obligation bonds decreased by $38.3 billion and consolidated obligation
discount notes increased by $18.5 billion.

The decrease in total assets during the year ended December 31, 2024 was attributable primarily to a decrease in the Bank's
advances ($12.3 billion), partially offset by increases in its short-term liquidity portfolio ($9.8 billion), long-term securities
portfolio ($1.2 billion) and mortgage loans held for portfolio ($0.7 billion). As the Bank’s assets decreased, the funding for
those assets also decreased. During the year ended December 31, 2024, total consolidated obligations decreased by $0.3 billion,
as consolidated obligation bonds decreased by $13.3 billion and consolidated obligation discount notes increased by $13.0
billion.

The activity in each of the major balance sheet captions is discussed in the sections following the table. Activity for the year
ended December 31, 2023 is discussed in the Bank's Annual Report on Form 10-K for the year ended December 31, 2024
which was filed with the SEC on March 21, 2025 (the "2024 10-K").
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SUMMARY OF CHANGES IN FINANCIAL CONDITION

(dollars in millions)

December 31, 2025 December 31, 2024
Balance at
Increase (Decrease) Increase (Decrease) December 31,
Balance Amount Percentage Balance Amount Percentage 2023
Advances $ 50,820 $(16,923) (25.00% $ 67,743  $(12,209) (15.3)% $ 79,952
Short-term liquidity holdings
Interest-bearing deposits 2,726 207 8.2 2,519 222 9.7 2,297
Securities purchased under agreements to
resell 16,650 (5,600) (25.2) 22,250 7,500 50.8 14,750
Federal funds sold 7,409 889 13.6 6,520 152 2.4 6,368
Trading securities
U.S. Treasury Notes 3,515 390 12.5 3,125 1,954 166.9 1,171
Total short-term liquidity holdings 30,300 (4,114) (12.0) 34,414 9,828 40.0 24,586
Long-term investments
Trading securities (U.S. Treasury Note) — (103) (100.0) 103 2 2.0 101
Available-for-sale securities 19,308 308 1.6 19,000 1,309 7.4 17,691
Held-to-maturity securities 1,048 824 367.9 224 (29) (11.5) 253
Total long-term investments 20,356 1,029 5.3 19,327 1,282 7.1 18,045
Mortgage loans held for portfolio, net 6,555 791 13.7 5,764 675 13.3 5,089
Total assets 108,512 (19,213) (15.0) 127,725 (540) 0.4) 128,265
Consolidated obligations
Consolidated obligations — bonds 57,886  (38,329) (39.8) 96,215  (13,321) (12.2) 109,536
Consolidated obligations — discount notes 40,185 18,548 85.7 21,637 13,039 151.7 8,598
Total consolidated obligations 98,071  (19,781) (16.8) 117,852 (282) 0.2) 118,134
Mandatorily redeemable capital stock 8 8 100.0 — (1) (100.0) 1
Capital stock 3,338 (830) (19.9) 4,168 (569) (12.0) 4,737
Retained earnings 3,227 378 13.3 2,849 436 18.1 2,413
Average total assets 112,105  (12,739) (10.2) 124,844  (29,595) (19.2) 154,439
Average capital stock 3,725 (768) (17.1) 4,493 (1,179) (20.8) 5,672
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Advances
The following table presents advances outstanding, by type of institution, as of December 31, 2025, 2024 and 2023.

ADVANCES OUTSTANDING BY BORROWER TYPE
(par value, dollars in millions)

December 31,

2025 2024 2023
Amount Percent Amount Percent Amount Percent

Commercial banks $ 19,966 39% § 22,814 34% $ 26,654 33 %
Savings institutions 12,141 24 26,962 40 36,893 46
Credit unions 9,388 19 9,172 13 7,599 10
Insurance companies 9,228 18 9,000 13 8,952 11
Community Development Financial

Institutions 32 — 28 — 28 —

Total member advances 50,755 100 67,976 100 80,126 100
Housing associates 85 — 126 — 117 —
Non-member borrowers — — 6 — 18 —

Total par value of advances $ 50,840 100% $ 68,108 100 % $ 80,261 100 %
Total par value of advances

outstanding to CFIs () $ 4,176 8% §$ 4,614 7% $ 5,675 7 %

™ The figures presented above reflect the advances outstanding to CFIs as of December 31, 2025, 2024 and 2023 based upon the
definitions of CFIs that applied as of those dates.

Advances balances declined in 2024 after a period of extraordinary demand in early 2023 followed by a declining trend in the
last nine months of 2023. The Bank's advances balances (at par value) decreased by $12.2 billion (15 percent) during the year
ended December 31, 2024. The largest reductions in advances during 2024 were attributable to Charles Schwab Bank, SSB
($7.5 billion), Comerica Bank ($3.6 billion) and Charles Schwab Premier Bank, SSB, an affiliate of Charles Schwab Bank, SSB
($2.2 billion).

Advances balances continued to decline in 2025. The Bank's advances balances (at par value) decreased by $17.3 billion (25
percent) during the year ended December 31, 2025. The largest reductions in advances during 2025 were attributable to Charles
Schwab Bank, SSB ($14.6 billion), Prosperity Bank ($1.3 billion) and Comerica Bank (1.0 billion).

At December 31, 2025, advances outstanding to the Bank’s five largest borrowers totaled $19.0 billion, representing 37.4
percent of the Bank’s total outstanding advances as of that date.
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The following table presents the Bank’s five largest borrowers as of December 31, 2025.

FIVE LARGEST BORROWERS AS OF DECEMBER 31, 2025
(par value, dollars in millions)

Percent of
Par Value of  Total Par Value
Name Advances of Advances
USAA Federal Savings Bank $ 6,000 11.8 %
American General Life Insurance Company 4,423 8.7
Beal Bank USA 3,400 6.7
Comerica Bank 3,000 5.9
Cadence Bank 2,166 4.3
$ 18,989 37.4 %

In addition, Monet Bank (which was previously known as Beal Bank SSB and is an affiliate of Beal Bank USA) and the
Variable Life Insurance Company (an affiliate of American General Life Insurance Company) had outstanding advances of $1.0
billion and $0.9 billion, respectively, as of December 31, 2025 (representing 2.0 percent and 1.8 percent, respectively, of the
Bank's total outstanding advances as of that date).

As of December 31, 2024 and 2023, advances outstanding to the Bank's five largest borrowers comprised $34.3 billion (50.4
percent) and $45.4 billion (56.6 percent), respectively, of the total advances portfolio at those dates.

As of December 31, 2025, Comerica Bank was the Bank's fourth largest borrower and third largest shareholder. On February 2,
2026, Fifth Third Bancorp (Nasdaq: FITB) (domiciled in the Fifth District of the FHLBank System) acquired Comerica,
Incorporated (NYSE: CMA), the holding company of Comerica Bank, and dissolved Comerica Bank's Ninth District charter.
Fifth Third Bank, National Association, a subsidiary of Fifth Third Bancorp, assumed Comerica Bank's advances and in so
doing became a non-member borrower. On March 16, 2026, $1.0 billion of advances matured and were repaid by Fifth Third
Bank. The remaining $2.0 billion of Fifth Third Bank's advances mature in March 2027 and March 2028. Advances to non-
member borrowers cannot be renewed at maturity. It is possible that the remaining outstanding advances could be prepaid prior
to their maturity.

As of December 31, 2025, Cadence Bank was the Bank's fifth largest borrower and sixth largest shareholder. On February 2,
2026, Huntington Bancshares, Incorporated (Nasdaq: HBAN) (domiciled in the Fifth District of the FHLBank System) acquired
Cadence Bank (NYSE: CADE), and dissolved Cadence Bank's Ninth District charter. The Huntington National Bank, a
subsidiary of Huntington Bancshares, Incorporated, assumed Cadence Bank's advances and in so doing became a non-member
borrower. On February 11, 2026, The Huntington National Bank prepaid all of the outstanding advances.

The following table presents information regarding the composition of the Bank’s advances by product type as of December 31,
2025 and 2024.

ADVANCES OUTSTANDING BY PRODUCT TYPE
(par value, dollars in millions)

December 31, 2025 December 31, 2024
Percentage Percentage
Balance of Total Balance of Total
Fixed-rate $ 43,783 86.1 % $ 61,009 89.6 %
Adjustable/variable-rate indexed 6,191 12.2 6,163 9.0
Amortizing 866 1.7 936 1.4
Total par value $ 50,840 100.0 % § 68,108 100.0 %

While advances demand is difficult to predict, the Bank currently expects that advances will likely continue to decline in 2026.

The Bank is required by statute and regulation to obtain sufficient collateral from members/borrowers to fully secure all
advances and other secured extensions of credit. The Bank’s collateral arrangements with its members/borrowers and the types
of collateral it accepts to secure advances are described in Item 1. Business. To ensure the value of collateral pledged to the
Bank is sufficient to secure its advances, the Bank applies various haircuts, or discounts, to determine the value of the collateral
against which borrowers may borrow. From time to time, the Bank reevaluates the adequacy of its collateral haircuts under a
range of stress scenarios to ensure that its collateral haircuts are sufficient to protect the Bank from credit losses on advances
and other extensions of credit.
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In addition, as described in Item 1. Business, the Bank reviews the financial condition of its depository institution borrowers on
at least a quarterly basis to identify any borrowers whose financial condition indicates they might pose an increased credit risk
and, as needed, takes appropriate action. The Bank has not experienced any credit losses on advances since it was founded in
1932 and, based on its credit extension and collateral policies, management currently does not anticipate any credit losses on
advances. Accordingly, the Bank has not provided any allowance for losses on advances.

Short-Term Liquidity Holdings

At December 31, 2025, the Bank’s short-term liquidity holdings were comprised of $16.7 billion of overnight reverse
repurchase agreements (of which $6.4 billion was transacted with the Federal Reserve Bank of New York), $7.4 billion of
overnight federal funds sold, $2.7 billion of overnight interest-bearing deposits and $3.5 billion of U.S. Treasury Notes. At
December 31, 2024, the Bank’s short-term liquidity holdings were comprised of $22.3 billion of overnight reverse repurchase
agreements (of which $19.6 billion was transacted with the Federal Reserve Bank of New York), $6.5 billion of overnight
federal funds sold, $2.5 billion of overnight interest-bearing deposits and $3.1 billion of U.S. Treasury Notes. All of the Bank's
federal funds sold during 2025 and 2024 were transacted with domestic bank counterparties, U.S. subsidiaries of foreign
holding companies or U.S. branches of foreign financial institutions on an overnight basis. During 2025 and 2024, all of the
Bank's interest-bearing deposits were transacted on an overnight basis with domestic bank counterparties.

As of December 31, 2025, the Bank’s overnight federal funds sold consisted of $3.3 billion of funds sold to counterparties rated
double-A and $4.1 billion of funds sold to counterparties rated single-A. At that same date, $0.9 billion of the Bank's overnight
interest-bearing deposits were held in a double-A rated bank, while substantially all of the Bank's remaining overnight interest-
bearing deposits were held in single-A rated banks. The credit ratings presented in the two preceding sentences represent the
lowest long-term rating assigned to the counterparty by Moody’s or S&P.

The amount of the Bank’s short-term liquidity holdings fluctuates in response to several factors, including the anticipated
demand for advances, the timing and extent of advance prepayments, changes in the Bank’s deposit balances, the Bank’s pre-
funding activities, prevailing conditions (or anticipated changes in conditions) in the short-term debt markets, the level of
liquidity needed to satisfy Finance Agency requirements and the Finance Agency's expectations with regard to the Bank's core
mission achievement. For a discussion of the Finance Agency’s liquidity requirements, see the section below entitled “Liquidity
and Capital Resources.” For a discussion of the Finance Agency's guidance regarding core mission achievement, see Item 1.
Business (specifically, the section entitled Core Mission Achievement beginning on page 11 of this report).

Finance Agency regulations and Bank policies govern the Bank’s investments in unsecured money market instruments, such as
overnight and term federal funds and commercial paper. Those regulations and policies establish limits on the amount of
unsecured credit that may be extended to borrowers or to affiliated groups of borrowers, and require the Bank to base its
investment limits on the creditworthiness of its counterparties.
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Long-Term Investments

The composition of the Bank's long-term investment portfolio at December 31, 2025 and 2024 is set forth in the table below.

COMPOSITION OF LONG-TERM INVESTMENT PORTFOLIO
(in millions)

Balance Sheet Classification

Available-for- Total Long-Term Held-to-
Held-to-Maturity Sale Trading Investments Maturity
December 31, 2025 (at amortized cost)  (at fair value) (at fair value)  (at carrying value) (at fair value)
GSE debentures $ — S 1,499 $ — 3 1,499 §$ —
MBS portfolio
GSE residential MBS 1,048 — — 1,048 1,049
GSE commercial MBS — 17,809 — 17,809 —
Total MBS 1,048 17,809 — 18,857 1,049
Total long-term investments $ 1,048 § 19,308 $ — 3 20,356 $ 1,049
Balance Sheet Classification
Available-for- Total Long-Term Held-to-
Held-to-Maturity Sale Trading Investments Maturity
December 31, 2024 (at amortized cost) (at fair value)  (at fair value)  (at carrying value) (at fair value)
Debentures
U.S. government-guaranteed
obligations $ — 3 86 $ 103 $ 189 S —
GSE obligations — 2,062 — 2,062 —
Total debentures — 2,148 103 2,251 —
MBS portfolio
GSE residential MBS 224 — — 224 221
GSE commercial MBS — 16,852 — 16,852 —
Total MBS 224 16,852 — 17,076 221
Total long-term investments $ 224§ 19,000 $ 103 § 19,327 $ 221
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The following table presents supplemental information regarding the maturities and yields of the Bank’s investments (at
carrying value) as of December 31, 2025. Maturities are based on the contractual maturities of the securities. All of the Bank's
available-for-sale securities are fixed rate securities, substantially all of which have been swapped to a variable rate. The yields
presented in the table for available-for-sale securities reflect their contractual fixed rates. The weighted average yields are
calculated as the sum of each debt security using the period end balances multiplied by the coupon rate adjusted by the effect of
amortization and accretion of premiums and discounts, divided by the total debt securities in the applicable portfolio.

AVAILABLE-FOR-SALE AND HELD-TO-MATURITY SECURITIES MATURITIES AND YIELDS
(dollars in millions)

Due In One Due After One Year Due After Five Years Due After

Year Or Less  Through Five Years  Through Ten Years Ten Years Total
Maturities
Available-for-sale securities
GSE debentures $ 1,038 $ 447 $ 14 $ — $ 1,499
GSE commercial MBS 930 6,520 10,241 118 17,809
Total available-for-sale securities $ 1,968 $ 6,967 $ 10,255 $ 118 $ 19,308
Held-to-maturity securities - -
GSE residential MBS $ — $ — $ 2 $ 1,046 $ 1,048
Total held-to-maturity securities $ — $ — $ 2 $ 1,046 $ 1,048
Weighted average yields - - ]
Available-for-sale securities
GSE debentures 2.29 % 2.84 % 2.98 % — % 2.46 %
GSE commercial MBS 2.61 3.53 437 4.50 3.97
Yield on available-for-sale securities 2.44 % 3.49 % 4.37 % 4.50 % 3.85 %
Held-to-maturity securities - -
GSE residential MBS — % — % 5.82 % 5.26 % 5.26 %
Yield on held-to-maturity securities — % — % 5.82 % 5.26 % 5.26 %

During the years ended December 31, 2025 and 2024, proceeds from maturities, prepayments and paydowns of held-to-
maturity securities totaled approximately $143 million and $29 million, respectively. Proceeds from maturities, prepayments
and paydowns of available-for-sale securities totaled $2.793 billion and $1.830 billion during the years ended December 31,
2025 and 2024, respectively. The Bank did not sell any available-for-sale securities during the years ended December 31, 2025
or 2024.

During the year ended December 31, 2025, 29 GSE commercial MBS ("CMBS") with an aggregate par value of $1.3 billion
were prepaid. In connection with four of the GSE CMBS prepayments, the Bank received yield maintenance fees of $4.7
million. Yield maintenance fees are recorded in interest income on available-for-sale-securities, net of unamortized purchase
premiums or discounts and hedge basis adjustments. In aggregate, the unamortized purchase premiums or discounts and hedge
basis adjustments on the prepaid securities totaled $8.2 million for the year ended December 31, 2025, and were recorded as an
increase in interest income on available-for-sale securities.

During the year ended December 31, 2024, 10 GSE CMBS with an aggregate par value of $241.5 million were prepaid. In
connection with one of the GSE CMBS prepayments, the Bank received a yield maintenance fee of $1.0 million. In aggregate,
the unamortized purchase premiums or discounts and hedge basis adjustments on the prepaid securities totaled $7.2 million for
the year ended December 31, 2024, and were recorded as an increase in interest income on available-for-sale securities.

The Bank is precluded by regulation from purchasing additional MBS if such purchase would cause the aggregate amortized
historical cost of its MBS holdings to exceed 300 percent of the Bank’s total regulatory capital (the sum of its capital stock,
mandatorily redeemable capital stock and retained earnings). However, the Bank is not required to sell any mortgage securities
that it purchased at a time when it was in compliance with this ratio. For purposes of applying this limit, the Finance Agency
defines "amortized historical cost" as the sum of the initial investment, less the amount of cash collected that reduces principal,
less write-downs plus yield accreted to date. This definition excludes hedge basis adjustments which, for investment securities,
are included in the U.S. GAAP definition of amortized cost basis. Under this definition, the Bank's MBS holdings totaled $18.9
billion as of December 31, 2025, which represented 287 percent of its total regulatory capital at that date. With capacity to
purchase MBS and its CMA ratio above 70 percent, the Bank acquired $968 million (par value) of GSE residential MBS
("RMBS") all of which were collateralized mortgage obligations ("CMOs") designated as held-to-maturity during the year
ended December 31, 2025. The Bank acquired (based on trade date) $2.5 billion (par value) and $3.2 billion (par value) of GSE
CMBS during the years ended December 31, 2025 and 2024, respectively. All of the Bank's CMBS holdings are backed by
multi-family loans. To the extent it has capacity, the Bank intends to continue to purchase GSE MBS if attractive opportunities
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are available and provided its CMA ratio is at or above 70 percent and it is reasonably confident (at the time of purchase) that it
can maintain its CMA ratio at or above 70 percent.

In addition to MBS, the Bank is also permitted under applicable policies and regulations to purchase certain other types of
highly rated, long-term, non-MBS investments subject to certain limits. These investments include but are not limited to the
non-MBS debt obligations of other GSEs. The Bank has not purchased any long-term, non-MBS investments since October
2019 and it does not currently intend to purchase additional long-term, non-MBS investments in the near future. For a
discussion of the regulatory limits on the Bank's ability to purchase non-MBS investments, see Item 1. Business - Investment
Activities.

The Bank evaluates all outstanding available-for-sale securities in an unrealized loss position and all outstanding held-to-
maturity securities as of the end of each calendar quarter to determine whether an allowance is needed to reserve for expected
credit losses on the securities. As of December 31, 2025, the Bank determined that an allowance for credit losses was not
necessary on any of its held-to-maturity or available-for-sale securities. For a summary of the Bank's evaluation, see the audited
financial statements included in this report (specifically, Note 9 beginning on page F-22 of this report).

As of December 31, 2025, the U.S. government and the issuers of the Bank's holdings of GSE debentures and GSE MBS were
rated Aal by Moody's and AA+ by S&P.

The Bank's GSE RMBS portfolio is comprised of CMOs with variable-rate coupons ($1.049 billion par value at December 31,
2025). These CMOs include caps that would limit increases in the variable-rate coupons if short-term interest rates rise above
the caps, exposing the Bank to interest rate risk. In addition, if interest rates rise, prepayments on the mortgage loans underlying
the securities would likely decline, thus lengthening the time that the securities would remain outstanding with their coupon
rates capped. As of December 31, 2025, one-month SOFR was 3.79 percent and the effective interest rate caps on one-month
SOFR (the interest cap rate minus the stated spread on the coupon) embedded in the CMO floaters ranged from 5.69 percent to
8.44 percent. The largest concentration of embedded effective caps ($1.044 billion) was below 6.50 percent. As of

December 31, 2025, one-month SOFR rates were approximately 190 basis points below the lowest effective interest rate cap
embedded in the CMO floaters.

Mortgage Loans Held For Portfolio

As of December 31, 2025 and 2024, mortgage loans held for portfolio (net of allowance for credit losses) were $6.6 billion and
$5.8 billion, respectively, representing approximately 6.0 percent and 4.5 percent, respectively, of the Bank’s total assets at
each of those dates. Through the MPF program, the Bank invests in conventional residential mortgage loans originated by its
PFIs. During the years ended December 31, 2025 and 2024, the Bank acquired mortgage loans totaling $1.360 billion

($1.335 billion unpaid principal balance) and $1.119 billion ($1.102 billion unpaid principal balance), respectively. Mortgage
loan prepayments during the years ended December 31, 2025 and 2024 totaled $362 million and $277 million, respectively.

The following table presents the Bank's mortgage loans held for portfolio, by contractual maturity, as of December 31, 2025
and 2024. All of the Bank's mortgage loans held for portfolio are fixed-rate loans.

MORTGAGE LOANS HELD FOR PORTFOLIO
(dollars in millions)

Redemption Term December 31, 2025 December 31, 2024
Due in one year or less $ 120 $ 110
Due after one year through five years 578 520
Due after five years through fifteen years 1,962 1,731
Thereafter 3,824 3,346
Total unpaid principal balance 6,484 5,707
Net premiums, discounts and deferred net derivative gains associated

with mortgage delivery commitments 80 64
Total mortgage loans held for portfolio 6,564 5,771
Allowance for credit losses on mortgage loans 9) (7
Mortgage loans held for portfolio, net $ 6,555 $ 5,764

As more fully discussed in Item 1. Business, the Bank manages the liquidity, interest rate and prepayment risk of the MPF
loans, while the PFIs or their designees retain the servicing activities. The Bank and the PFIs share in the credit risk of the loans
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with the Bank assuming a limited first loss obligation defined as the FLA, and the PFIs assuming credit losses in excess of the
FLA, up to the amount of the required CE Obligation specified in the master agreement (‘“Second Loss Credit Enhancement”).

PFIs are paid a CE fee by the Bank as an incentive to minimize credit losses. CE fees are paid monthly and are determined
based on the remaining unpaid principal balance of the MPF loans. During the years ended December 31, 2025 and 2024,
mortgage loan interest income was reduced by CE fees totaling $2.7 million and $2.6 million, respectively. The required CE
Obligation may vary depending on the MPF product alternatives selected. The Bank also pays performance-based CE fees that
are based on the actual performance of the pool of MPF loans under each individual master commitment. To the extent that
losses incurred by the Bank as part of its first loss obligation in the current month exceed accrued performance-based CE fees,
the remaining losses may be recovered from future performance-based CE fees payable to the PFI. During the years ended
December 31, 2025 and 2024, performance-based CE fees that were foregone and not paid to the Bank’s PFIs were
insignificant.

If a PFI fails to comply with any of the requirements of the PFI agreement, MPF guides, applicable law or the terms of
mortgage documents, it may be required to repurchase the MPF loans that are impacted by such failure. During the years ended
December 31, 2025 and 2024, the principal amount of mortgage loans held by the Bank that were repurchased by the Bank’s
PFIs totaled $2.3 million and $3.3 million, respectively.

On October 20, 2025, Huntington Bancshares, Incorporated announced that it had closed its merger with Veritex Holdings, Inc.,
the holding company of Veritex Community Bank, the largest seller of mortgage loans to the Bank during the year ended
December 31, 2025. Veritex Community Bank's Ninth District Charter was dissolved effective October 20, 2025. Prior to the
merger closing, the Bank had acquired mortgage loans from Veritex Community Bank with an unpaid principal balance totaling
$177.3 million, which ultimately represented 13 percent of the mortgage loans that were acquired by the Bank (based on unpaid
principal balance) during the full year. At December 31, 2025, The Huntington National Bank, which assumed Veritex
Community Bank's obligations, had approximately $460 million of outstanding letters of credit.

The following table presents the geographic concentration of the Bank’s mortgage loan portfolio as of December 31, 2025.

GEOGRAPHIC CONCENTRATION OF MORTGAGE LOANS

Southwest (AR, AZ, CO, KS, LA, MO, NM, OK, TX, and UT) 77.3 %
Southeast (AL, DC, FL, GA, KY, MD, MS, NC, SC, TN, VA, and WV) 13.9
West (AK, CA, GU, HI, ID, MT, NV, OR, WA, and WY) 3.8
Midwest (IA, IL, IN, MI, MN, ND, NE, OH, SD, and WI) 3.4
Northeast (CT, DE, MA, ME, NH, NJ, NY, PA, PR, RI, VI, and VT) 1.6
100.0 %

The following table presents various ratios pertaining to the allowance for credit losses on mortgage loans as of December 31,
2025 and 2024.

MORTGAGE LOANS HELD FOR PORTFOLIO — RISK ELEMENTS AND CREDIT LOSSES
(dollars in millions)

December 31,

2025 2024

Net charge-offs during the year $ — $ —
Average loans outstanding during the year (before allowance for credit losses) 6,157 5,428
Allowance for credit losses at the end of the year 9 7
Mortgage loans held for portfolio at the end of the year (before allowance for credit

losses) 6,564 5,771
Non-accrual loans at the end of the year 44 39
Ratio of net charge-offs to average loans outstanding during the period — % — %
Ratio of allowance for credit losses to mortgage loans held for portfolio 0.13 % 0.12 %
Ratio of non-accrual loans to mortgage loans held for portfolio 0.67 % 0.67 %
Ratio of allowance for credit losses to non-accrual loans 19.58 % 18.62 %
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Consolidated Obligations and Deposits

During the year ended December 31, 2025, the Bank’s consolidated obligation bonds (at par value) decreased by $39.0 billion
and its consolidated obligation discount notes (at par value) increased by $18.6 billion. The following table presents the
composition of the Bank’s outstanding bonds at December 31, 2025 and 2024.

COMPOSITION OF CONSOLIDATED OBLIGATION BONDS OUTSTANDING
(par value, dollars in millions)

December 31, 2025 December 31, 2024
Percentage Percentage
Balance of Total Balance of Total
Fixed-rate
Callable $ 23,387 40.1 % §$§ 34,735 357 %
Non-callable 8,568 14.7 11,316 11.7
Variable-rate SOFR-indexed
Non-callable 21,099 36.2 45,968 47.2
Callable 750 1.3 — —
Step-up
Callable 2,412 4.1 3,317 34
Non-callable 2,110 3.6 1,940 2.0
Callable step-down 15 — 15 —
Total par value $ 58,341 100.0 % $§ 97,291 100.0 %

Variable-rate bonds have variable-rate coupons that reset based on SOFR. Fixed-rate bonds have coupons that are fixed over
the life of the bond. Some fixed-rate and variable-rate bonds contain provisions that enable the Bank to call the bonds at its
option on predetermined call dates. Step-up bonds pay interest at increasing fixed rates for specified intervals over the life of the
bond and, if callable, contain provisions enabling the Bank to call the bonds at its option on predetermined dates. Callable step-
down bonds pay interest at decreasing fixed rates for specified intervals over the life of the bond and contain provisions
enabling the Bank to call the bonds at its option on predetermined dates.

The FHLBanks rely extensively on the underwriters of their securities, including investment banks, money center banks and
large commercial banks, to source investors for consolidated obligations. Investors may be located in the United States or
overseas. The features of consolidated obligations are structured to meet the requirements of investors. The various types of
consolidated obligations included in the table above reflect the features of the Bank’s outstanding bonds as of December 31,
2025 and 2024 and do not represent all of the various types and styles of consolidated obligation bonds that may be issued by
the Bank or the other FHLBanks.

Consistent with its risk management philosophy, the Bank uses interest rate exchange agreements (i.e., interest rate swaps) to
convert many of the fixed-rate consolidated obligation bonds that it issues to variable-rate instruments that reset based on SOFR
or, to a far lesser extent, the overnight index swap ("OIS") rate. Generally, the Bank receives a coupon on the interest rate swap
that is identical to the coupon it pays on the consolidated obligation bond while paying a variable-rate coupon on the interest
rate swap that resets based on SOFR or OIS. Typically, the formula for the variable-rate coupon also includes a spread to the
index; for instance, the Bank may pay a coupon on the interest rate swap equal to SOFR plus 5 basis points.

During the years ended December 31, 2025 and 2024, the Bank issued $88.6 billion and $136.5 billion, respectively, of
consolidated obligation bonds. The proceeds from these issuances were generally used to replace maturing or called
consolidated obligations. During the year ended December 31, 2025, the Bank's consolidated obligation bond issuance (based
on par value) consisted of approximately 58 percent variable-rate bonds, 40 percent swapped fixed-rate callable bonds
(including step-up bonds) and 2 percent fixed-rate non-callable bonds (most of which were swapped). During the year ended
December 31, 2024, the Bank's consolidated obligation bond issuance (based on par value) consisted of approximately 69
percent variable-rate bonds, 27 percent swapped fixed-rate callable bonds (including step-up bonds) and 4 percent fixed-rate
non-callable bonds (most of which were swapped).

At December 31, 2025 and 2024, discount notes comprised approximately 41 percent and 18 percent, respectively, of the
Bank's total outstanding consolidated obligations. During 2025, the Bank issued approximately $86 billion of consolidated
obligation discount notes (excluding those with overnight terms), the proceeds of which were used primarily to replace
maturing or called consolidated obligation bonds and maturing consolidated obligation discount notes.
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The primary benchmark that the Bank uses to analyze the effectiveness of its debt issuance efforts and trends in its debt
issuance costs is the spread to overnight SOFR that the Bank pays on variable-rate consolidated obligations and interest rate
swaps used to convert its fixed-rate consolidated obligations to SOFR. During the years ended December 31, 2025 and 2024,
the weighted average SOFR-equivalent cost of swapped and variable-rate consolidated obligation bonds issued by the Bank
approximated SOFR minus 1 basis point and SOFR flat, respectively.

Demand and term deposits were approximately $2.2 billion and $1.7 billion at December 31, 2025 and 2024, respectively. The
size of the Bank’s deposit base varies as market factors change, including the attractiveness of the Bank’s deposit pricing
relative to the rates available to members on alternative money market investments, members’ investment preferences with
respect to the maturity of their investments, and member liquidity.

Time deposits totaled $45.2 million at December 31, 2025. These deposits mature as follows: $28.2 million in three months or
less and $17.0 million in over six months through twelve months.

All of the Bank's deposits are uninsured.

Capital Stock

The Bank’s outstanding capital stock (excluding mandatorily redeemable capital stock) was $3.3 billion and $4.2 billion at
December 31, 2025 and 2024, respectively, while the Bank’s average outstanding capital stock (excluding mandatorily
redeemable capital stock) was $3.7 billion and $4.5 billion for the years ended December 31, 2025 and 2024, respectively.

At December 31, 2025, the Bank’s five largest shareholders held $898.5 million of capital stock, which represented 26.9
percent of the Bank’s total outstanding capital stock (including mandatorily redeemable capital stock) as of that date. The
following table presents the Bank’s five largest shareholders as of December 31, 2025.

FIVE LARGEST SHAREHOLDERS AS OF DECEMBER 31, 2025

(par value, dollars in thousands)

Percent of

Par Value of Total Par Value

Name Capital Stock  of Capital Stock

USAA Federal Savings Bank $ 296,253 8.9 %
American General Life Insurance Company 219,698 6.6
Comerica Bank 130,000 3.9
American Airlines Federal Credit Union 127,621 3.8
Beal Bank USA 124,886 3.7

$ 898,458 26.9 %

As of December 31, 2025, all of the stock held by the five institutions shown in the table above was classified as capital in the
statement of condition. Effective February 2, 2026, all of the capital stock held by Comerica Bank was reclassified to
mandatorily redeemable capital stock. For additional discussion, see the sub-section above entitled "Advances."

Six affiliates of USAA Federal Savings Bank held a combined total of $31,995,000 of the Bank's capital stock as of December
31, 2025. In addition, as of that date, the Variable Annuity Life Insurance Company, an affiliate of American General Life
Insurance Company, held $54,513,000 of the Bank's capital stock. Further, Monet Bank (which was previously known as Beal
Bank SSB), an affiliate of Beal Bank USA, held $43,648,000 of the Bank's capital stock. In aggregate, USA A-affiliated
institutions, institutions affiliated with American General Life Insurance Company and institutions affiliated with Beal Bank
USA held $328,248,000, $274,211,000 and $168,534,000, respectively, of the Bank's capital stock as of December 31, 2025,
representing 9.8 percent, 8.2 percent and 5.0 percent, respectively, of the Bank's total outstanding capital stock (including
mandatorily redeemable capital stock) as of that date.

As discussed above in the sub-section entitled "Advances," Cadence Bank, the Bank's sixth largest shareholder as of December
31, 2025, was acquired by an out-of-district institution on February 2, 2026. As of December 31, 2025, Cadence Bank held
$121,798,200 of the Bank's capital stock. Following the prepayment of the outstanding advances previously held by Cadence
Bank, the Bank repurchased $114,735,900 of this capital stock on February 13, 2026.

As described in Item 1. Business, members are required to maintain an investment in Class B stock equal to the sum of a
membership investment requirement and an activity-based investment requirement. Currently, the membership investment
requirement is 0.04 percent of each member’s total assets as of the previous calendar year end, subject to a minimum of $1,000
and a maximum of $7,000,000. The activity-based investment requirement is currently 4.10 percent of outstanding advances,
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except for advances that were funded under the special reduced stock advances offerings discussed below, and 0.10 percent of
letters of credit (the "LC Percentage"). The LC Percentage is applied to the issued amount of the letter of credit rather than, if
applicable, the amount of the letter of credit that is used from time to time during the term of the letter of credit. The Bank’s
Board of Directors reviews these requirements at least annually and has the authority to adjust them periodically within ranges
established in the Bank's Capital Plan, as amended from time to time, to ensure that the Bank remains adequately capitalized.
Any changes to either the membership or activity-based investment requirements require at least 30 days advance notice to the
Bank’s members. There were no changes to the investment requirements during the years ended December 31, 2025 and 2024.

The Bank has two sub-classes of Class B Stock. Class B-1 Stock is used to meet the membership investment requirement and
Class B-2 Stock is used to meet the activity-based investment requirement. Daily, subject to the limitations in the Capital Plan,
the Bank converts shares of one sub-class of Class B Stock to the other sub-class of Class B Stock under the following
circumstances: (i) shares of Class B-2 Stock held by a shareholder in excess of its activity-based investment requirement are
converted into Class B-1 Stock, if necessary, to meet that shareholder’s membership investment requirement and (ii) shares of
Class B-1 Stock held by a shareholder in excess of the amount required to meet its membership investment requirement are
converted into Class B-2 Stock as needed in order to satisfy that shareholder’s activity-based investment requirement. All
excess stock is held as Class B-1 Stock at all times.

The Bank’s Board of Directors may declare dividends at the same rate for all shares of Class B Stock, or at different rates for
Class B-1 Stock and Class B-2 Stock, provided that in no event can the dividend rate on Class B-2 Stock be lower than the
dividend rate on Class B-1 Stock. Dividend payments may be made in the form of cash, additional shares of either, or both, sub-
classes of Class B Stock, or a combination thereof as determined by the Bank’s Board of Directors. For additional information,
see Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

The permissible range for the advances-based component of the activity-based investment requirement is currently a range of
2.0 percent to 5.0 percent of members’ advances outstanding. The Bank’s Board of Directors may establish one or more
separate advances investment requirement percentages (each an "advance type specific percentage") within this range to be
applied to a specific category of advances in lieu of the generally applicable advances-related investment requirement
percentage in effect at the time. Such category of advances may be defined as a particular advances product offering, advances
with particular maturities or other features, advances that represent an increase in member borrowing, or such other criteria as
the Bank’s Board of Directors may determine. Any advance type specific percentage may be established for an indefinite period
of time, or for a specific time period, at the discretion of the Bank’s Board of Directors.

On September 21, 2015, the Bank announced a Board-authorized reduction in the activity-based stock investment requirement
from 4.1 percent to 2.0 percent for certain advances that were funded during the period from October 21, 2015 through
December 31, 2015. The standard activity-based stock investment requirement of 4.1 percent continued to apply to all other
advances that were funded during the period from October 21, 2015 through December 31, 2015. All other minimum
investment requirements also continued to apply during that period. At December 31, 2025, the remaining balance of advances
funded under this special reduced stock advances offering totaled approximately $0.4 million.

On February 28, 2020, the Bank announced another Board-authorized reduction in the activity-based stock investment
requirement from 4.1 percent to 2.0 percent for up to $5.0 billion of advances that were funded during the period from April 1,
2020 through December 31, 2020 and that had a maturity of one year or greater. Pursuant to several Board-authorized
extensions and modifications to this program, the Bank's activity-based capital stock investment requirement was reduced from
4.1 percent to 2.0 percent for (1) advances that were funded during the period from August 1, 2020 through April 18, 2021 and
that had a maturity of 28 days or greater and (2) advances that were funded during the period from April 19, 2021 through
December 31, 2022 and that had a maturity of 32 days or greater. Under the special advances offering described in this
paragraph, the maximum balance of advances to which the reduced activity-based stock investment requirement could be
applied was $5.0 billion. Except as described in this paragraph, the standard activity-based stock investment requirement of 4.1
percent continued to apply to all other advances that were funded during the period from April 1, 2020 through December 31,
2022. At December 31, 2025, advances outstanding under this program totaled approximately $1.8 billion.

The permissible range for the letter of credit-based component of the activity-based investment requirement is currently a range
of 0.1 percent to 2.0 percent of members' outstanding letters of credit, as specified from time to time by the Bank's Board of
Directors.

Quarterly, the Bank typically repurchases a portion of members’ excess capital stock. Excess stock is defined as the amount of
stock held by a member (or former member) in excess of that institution’s minimum investment requirement. The portion of
members’ excess capital stock subject to repurchase is known as surplus stock. For the repurchases that occurred during 2025,
surplus stock was defined as the amount of stock held by a shareholder in excess of 120 percent of the shareholder’s minimum
investment requirement. For the repurchases that occurred during 2024, surplus stock was defined as the amount of stock held
by a shareholder in excess of 125 percent of the shareholder's minimum investment requirement. A shareholder's surplus stock
was not repurchased if: (1) the amount of that shareholder's surplus stock was $1,000,000 or less in 2025 and $2,000,000 or less
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in 2024, (2) the shareholder was on restricted collateral status (subject to certain exceptions), or (3) for the repurchases that
occurred during the first and second quarters of 2024, the shareholder elected to opt out of the repurchase. Shareholders were
not permitted to opt out of the repurchases that occurred during 2025 or the third and fourth quarters of 2024. During the years
ended December 31, 2025 and 2024, the Bank repurchased surplus stock totaling $956.9 million and $717.1 million,
respectively, none of which was classified as mandatorily redeemable capital stock at the time of repurchase. From time to time,
the Bank may modify the definition of surplus stock or the timing and/or frequency of surplus stock repurchases.

Concurrent with the quarterly repurchases of surplus stock that occurred in 2025 and 2024, the Bank also repurchased all excess
stock held by non-member shareholders as of the repurchase dates. This excess stock, all of which was classified as mandatorily
redeemable capital stock at those dates, totaled $13.7 million and $0.4 million, respectively.

At December 31, 2025, excess stock held by the Bank’s members and former members totaled $749 million, which represented
0.69 percent of the Bank’s total assets as of that date.

The Bank is precluded from paying dividends in the form of capital stock if excess stock held by its shareholders is greater than
1 percent of the Bank’s total assets or if, after the issuance of such shares, excess stock held by its shareholders would be
greater than 1 percent of the Bank’s total assets.

The following table sets forth the repurchases of excess stock that have occurred under the quarterly repurchase program since
January 1, 2024.

EXCESS STOCK REPURCHASED UNDER QUARTERLY REPURCHASE PROGRAM
(dollars in thousands)

Amount of Surplus Stock Amount of Excess Stock

Date of Repurchase Shares Repurchased from Repurchased from

by the Bank Repurchased Member Shareholders Non-Member Shareholders
March 26, 2024 1,666,547 $ 166,651 § 4
June 25, 2024 1,305,247 130,259 266
September 25, 2024 2,620,859 261,974 112
December 26, 2024 1,582,647 158,262 2
March 24, 2025 3,586,208 353,916 4,705
June 23, 2025 1,464,773 139,358 7,119
September 22, 2025 2,247,455 224,746 —
December 22, 2025 2,407,932 238,916 1,877

U.S. GAAP requires issuers to classify as liabilities certain financial instruments that embody obligations for the issuer
(hereinafter referred to as “mandatorily redeemable financial instruments”). Pursuant to these requirements, the Bank
reclassifies shares of capital stock from the capital section to the liability section of its balance sheet at the point in time when
either a written redemption or withdrawal notice is received from a member or a membership withdrawal or termination is
otherwise initiated, because the shares of capital stock then meet the definition of a mandatorily redeemable financial
instrument. Shares of capital stock meeting this definition are reclassified to liabilities at fair value. Following reclassification
of the stock, any dividends paid or accrued on such shares are recorded as interest expense in the statements of income. As the
repurchases presented in the table above are made at the sole discretion of the Bank, the repurchase, in and of itself, does not
cause the shares underlying these repurchases to meet the definition of mandatorily redeemable financial instruments.

Stock dividends paid on capital stock that is classified as mandatorily redeemable capital stock are reported as either an
issuance of capital stock or as an increase in the mandatorily redeemable capital stock liability depending upon the event that
caused the stock on which the dividend is being paid to be classified as a liability. Stock dividends paid on stock subject to a
written redemption notice are reported as an issuance of capital stock as such dividends are not covered by the original
redemption notice. Stock dividends paid on stock that is subject to a withdrawal notice (or its equivalent) are reported as an
increase in the mandatorily redeemable capital stock liability. During the years ended December 31, 2025 and 2024, the Bank
did not receive any stock redemption notices.

Mandatorily redeemable capital stock outstanding at December 31, 2025 and 2024 was $8.0 million and $0.2 million,
respectively. For the years ended December 31, 2025 and 2024, average mandatorily redeemable capital stock was $7.0 million
and $0.5 million, respectively. Although mandatorily redeemable capital stock is excluded from capital for financial reporting
purposes, this stock is considered capital for regulatory purposes (see the section below entitled “Risk-Based Capital Rules and
Other Capital Requirements” for further information).
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The following table presents capital stock outstanding, by type of institution, as of December 31, 2025 and 2024.

CAPITAL STOCK OUTSTANDING BY INSTITUTION TYPE
(dollars in millions)

December 31, 2025 December 31, 2024
Amount Percent Amount Percent
Commercial banks $ 1,399 2% $ 1,669 40 %
Credit unions 812 25 786 19
Savings institutions 580 17 1,189 28
Insurance companies 545 16 522 13
Community Development Financial Institutions 2 — 2 —
Total capital stock classified as capital 3,338 100 4,168 100
Mandatorily redeemable capital stock 8 — — —
Total regulatory capital stock $ 3,346 100 % $ 4,168 100 %

Derivatives and Hedging Activities

The Bank functions as a financial intermediary by channeling funds provided by investors in its consolidated obligations to
member institutions. During the course of a business day, all member institutions may obtain advances through a variety of
product types that include features as diverse as variable and fixed coupons, overnight to 20-year maturities, and bullet
(principal due at maturity) or amortizing redemption schedules. The Bank funds advances primarily through the issuance of
consolidated obligation bonds and discount notes. The terms and amounts of these consolidated obligation bonds and discount
notes and the timing of their issuance is determined by the Bank and is subject to investor demand as well as FHLBank System
debt issuance policies.

The intermediation of the timing, structure, and amount of Bank members’ credit needs with the investment requirements of the
Bank’s creditors is made possible by the extensive use of interest rate exchange agreements. The Bank’s general practice has
been to contemporaneously execute interest rate exchange agreements when acquiring longer maturity fixed-rate assets and/or
issuing longer maturity fixed-rate liabilities in order to convert the instruments’ cash flows to a variable rate that is tied to a
short-term index. By doing so, the Bank reduces its interest rate risk exposure and preserves the value of, and earns more stable
returns on, its members’ capital investment.

This use of derivatives is integral to the Bank’s financial management strategy, and the impact of these interest rate exchange
agreements permeates the Bank’s financial statements. Management has put in place a risk management framework that
outlines the permitted uses of interest rate derivatives and that requires frequent reporting of their values and impact on the
Bank’s financial statements. All interest rate derivatives employed by the Bank hedge identifiable risks and none are used for
speculative purposes. As of December 31, 2025, substantially all of the Bank’s derivative instruments that were designated in
hedging relationships were either hedging fair value risk attributable to changes in SOFR (the designated benchmark interest
rate) or hedging the variability of cash flows associated with forecasted transactions.

U.S. GAARP requires that all derivative instruments be recorded in the statements of condition at their fair values. Changes in
the fair values of the Bank’s derivatives, other than those designated in cash flow hedging relationships, are recorded each
period in current earnings. U.S. GAAP also sets forth conditions that must exist in order for balance sheet items to qualify for
fair value hedge accounting. If an asset or liability qualifies for fair value hedge accounting, changes in the fair value of the
hedged item that are attributable to the hedged risk are also recorded in earnings. As a result, the net effect is that only the
“ineffective” portion of a qualifying fair value hedge has an impact on current earnings. Changes in the fair values of the
Bank’s derivatives designated in cash flow hedging relationships are recorded each period in other comprehensive income.

Under U.S. GAAP, periodic earnings variability for fair value hedges occurs in the form of the net difference between changes
in the fair values of the derivative (the hedging instrument) and the hedged item (the asset or liability), if any, for accounting
purposes. For the Bank, two types of hedging relationships are primarily responsible for creating earnings volatility.

The first type involves transactions in which the Bank enters into interest rate swaps with coupon cash flows identical or nearly
identical to the cash flows of the hedged item (e.g., an advance, investment security or consolidated obligation). In some cases
involving hedges of this type, an assumption of “no ineffectiveness” can be made and the changes in the fair values of the
derivative and the hedged item are considered identical and offsetting (hereinafter referred to as the shortcut method). However,
if the derivative or the hedged item do not have certain characteristics defined in U.S. GAAP, the assumption of “no
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ineffectiveness” cannot be made, and the derivative and the hedged item must be marked to fair value independently
(hereinafter referred to as the long-haul method). Under the long-haul method, the two components of the hedging relationship
are marked to fair value using different discount rates, and the resulting changes in fair value are generally slightly different
from one another. Even though these differences are generally relatively small when expressed as prices, their impact can
become more significant when multiplied by the principal amount of the transaction and then evaluated in the context of the
Bank’s net income.

The second type involves transactions in which the Bank enters into interest rate exchange agreements to hedge identifiable
portfolio risks that either do not qualify for fair value hedge accounting under U.S. GAAP or are not designated in a qualifying
fair value hedging relationship (hereinafter referred to as an “economic hedge”). For instance, from time to time, the Bank uses
fixed-for-floating interest rate swaps to hedge its fair value risk exposure associated with some of its longer-term discount
notes. The changes in fair value of the interest rate swaps flow through current earnings without an offsetting change in the fair
value of the hedged items (i.e., the discount notes), which increases the volatility of the Bank’s earnings. Excluding net interest
settlements, the impact of the changes in fair value of these stand-alone interest rate swaps on earnings over the life of the
transactions will be zero if these instruments are held until their maturity. The Bank generally holds its discount note swaps to
maturity.

Because the use of interest rate derivatives enables the Bank to better manage its economic risks, and thus run its business more
effectively and efficiently, the Bank will continue to use them during the normal course of its balance sheet management. The
Bank views the accounting consequences of using interest rate derivatives as being an important, but secondary, consideration.

As a result of using interest rate exchange agreements extensively to fulfill its role as a financial intermediary, the Bank has a
large notional amount of interest rate exchange agreements relative to its size. As of December 31, 2025, 2024 and 2023, the
Bank’s notional balance of interest rate exchange agreements was $125.2 billion, $143.9 billion and $164.1 billion,
respectively, while its total assets were $108.5 billion, $127.7 billion and $128.3 billion, respectively. The notional amount of
interest rate exchange agreements does not reflect the Bank’s credit risk exposure which, as discussed below, is much less than
the notional amount.
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The following table provides the notional balances of the Bank’s derivative instruments, by balance sheet category and
accounting designation, as of December 31, 2025, 2024 and 2023.

COMPOSITION OF DERIVATIVES BY BALANCE SHEET CATEGORY AND ACCOUNTING DESIGNATION
(in millions)

Fair Value Hedges
Shortcut  Long-Haul Cash Flow Economic
Method Method Hedges Hedges Total

December 31, 2025
Advances $ 25703 $ 2,862 $ — 3 850 $ 29415
Investments — 19,288 — 5,000 24,288
Mortgage loans held for portfolio — — — 739 739
Consolidated obligation bonds — 31,258 — 106 31,364
Consolidated obligation discount notes — — 966 28,021 28,987
Intermediary positions — — — 19 19
Counterparty exposures — — — 10,000 10,000
Other — — — 400 400
Total notional balance $§ 25703 $ 53,408 $ 966 $ 45,135 $ 125212

December 31, 2024
Advances $ 35301 $ 2,699 $ — 3 5,000 $§ 43,000
Investments — 19,594 — 3,309 22,903
Mortgage loans held for portfolio — — — 1,642 1,642
Consolidated obligation bonds — 46,587 — 436 47,023
Consolidated obligation discount notes — — 1,066 12,561 13,627
Intermediary positions — — — 19 19
Counterparty exposures — — — 15,300 15,300
Other — — — 400 400
Total notional balance $§ 35301 $§ 68880 $ 1,066 $ 38,667 $ 143,914

December 31, 2023
Advances $ 50,880 $ 1,660 $ — 3 1,109 $ 53,649
Investments — 17,987 — 1,552 19,539
Mortgage loans held for portfolio — — — 1,377 1,377
Consolidated obligation bonds — 70,233 — 1,021 71,254
Consolidated obligation discount notes — — 1,066 1,521 2,587
Intermediary positions — — — 19 19
Counterparty exposures — — — 15,300 15,300
Other — — — 400 400
Total notional balance $ 50,880 $ 89,880 $ 1,066 $§ 22299 $ 164,125
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The following table provides the notional balances of the Bank’s derivative instruments, by hedging strategy, as of December

31,2025 and 2024.

HEDGING STRATEGIES
(in millions)

Notional Amount

Hedgg at December 31,
Accounting
Hedged Item / Hedging Instrument Hedging Objective Designation 2025 2024
Advances
Pay fixed, receive floating interest rate swap Converts the advance’s fixed rate to a variable-rate Fair Value $ 23,741 § 33,363
(without options) index. Economic 250 5,000
Pay fixed, receive floating interest rate swap Converts the advance’s fixed rate to a variable-rate Fair Value 4,824 4,637
(with options) index and offsets option risk in the advance.
Investments
Pay fixed, receive floating interest rate swap Converts the investment security's fixed rate to a Fair Value 19,288 19,594
variable-rate index.
Economic 3,850 2,159
Receive fixed interest rate swaption Provides the option to enter into an interest rate swap to  Economic 1,150 1,150
offset prepayment risk associated with the CMBS
portfolio.
Mortgage Loans
Pay fixed, receive floating interest rate swap, or ~ To hedge risks to the Bank's earnings associated with Economic 713 851
receive fixed, pay floating interest rate swap the mortgage loan portfolio.
Pay or receive fixed interest rate swaption Provides the option to enter into an interest rate swap to  Economic — 775
offset interest rate risk associated with the mortgage
loan portfolio.
Consolidated Obligation Bonds
Receive fixed, pay floating interest rate swap Converts the bond’s fixed rate to a variable-rate index. ~ Fair Value 1,508 4,810
(without options)
Economic 76 76
Receive fixed, pay floating interest rate swap Converts the bond’s fixed rate to a variable-rate index Fair Value 29,750 41,777
(with options) and offsets option risk in the bond. .
Economic 30 360
Consolidated Obligation Discount Notes
Receive floating, pay fixed interest rate swap Reduces cash flow variability by converting the Cash Flow 966 1,066
variable cash flows of rolling three-month discount
notes to fixed cash flows.
Receive fixed, pay floating interest rate swap Converts the discount note's fixed rate to a variable-rate  Economic 28,021 12,561
index.
Intermediary Positions
Pay fixed, receive floating interest rate swap, To provide interest rate swaps to members and to offset  Economic 19 19
and receive fixed, pay floating interest rate these interest rate swaps by executing interest rate
swap swaps with the Bank’s derivative counterparties.
Counterparty Exposure
Pay floating, receive fixed or pay fixed, receive ~ To reduce net derivatives exposure to bilateral and Economic 10,000 15,300
floating interest rate swaps clearinghouse counterparties by executing offsetting
swaps
Other
Receive fixed, pay floating interest rate swaps To hedge risks to the Bank's earnings that are not Economic 400 400
directly linked to specific assets, liabilities or
forecasted transactions
Total derivatives used to hedge risk 125,186 143,898
Mortgage delivery commitments 26 16
Total notional amount of derivatives $ $
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As a result of statutory and regulatory requirements emanating from the Dodd-Frank Wall Street Reform and Consumer
Protection Act (the "Dodd-Frank Act"), certain derivative transactions that the Bank enters into are required to be cleared
through a third-party central clearinghouse. As of December 31, 2025, the Bank had cleared trades outstanding with notional
amounts totaling $71.1 billion. Cleared trades are subject to initial and variation margin requirements established by the
clearinghouse and its clearing members. Collateral (or variation margin on daily settled derivative contracts) is typically
delivered/paid (or returned/received) daily and, unlike bilateral derivatives, is not subject to any maximum unsecured credit
exposure thresholds. The fair values of all interest rate derivatives (including accrued interest receivables and payables) with
each clearing member of each clearinghouse are offset for purposes of measuring credit exposure and determining initial and
variation margin requirements. With cleared transactions, the Bank is exposed to credit risk in the event that the clearinghouse
or the clearing member fails to meet its obligations to the Bank. The Bank has determined that the exercise by a non-defaulting
party of the setoff rights incorporated in its cleared derivative transactions should be upheld in the event of a default, including
a bankruptcy, insolvency or similar proceeding involving the clearinghouse or any of its clearing members or both.

The Bank has transacted some of its interest rate exchange agreements bilaterally with large financial institutions (with which it
has in place master agreements). In doing so, the Bank has generally exchanged a defined market risk for the risk that the
counterparty will not be able to fulfill its obligations in the future. The Bank manages this credit risk by spreading its
transactions among as many highly rated counterparties as is practicable, by entering into master agreements with each of its
non-member bilateral counterparties that include maximum unsecured credit exposure amounts ranging from $50,000 to
$500,000, and by monitoring its exposure to each counterparty on a daily basis. In addition, all of the Bank’s master agreements
with its bilateral counterparties include netting arrangements whereby the fair values of all interest rate derivatives (including
accrued interest receivables and payables) with each counterparty are offset for purposes of measuring credit exposure. As of
December 31, 2025, the notional balance of outstanding interest rate exchange agreements transacted with non-member
bilateral counterparties totaled $54.1 billion.

Under the Bank’s master agreements with its non-member bilateral counterparties, the unsecured credit exposure thresholds
must be met before collateral is required to be delivered by one party to the other party. Once the counterparties agree to the
valuations of the interest rate exchange agreements, and if it is determined that the unsecured credit exposure exceeds the
threshold, then, upon a request made by the unsecured counterparty, the party that has the unsecured obligation to the
counterparty bearing the risk of the unsecured credit exposure generally must deliver sufficient collateral (or return a sufficient
amount of previously remitted collateral) to reduce the unsecured credit exposure to zero (or, in the case of pledged securities,
to an amount equal to the discount applied to the securities under the terms of the master agreement). Collateral is delivered (or
returned) daily when these thresholds are met. The master agreements with the Bank's non-member bilateral counterparties
require the delivery of collateral consisting of cash or very liquid, highly rated securities (generally consisting of U.S.
government-guaranteed or agency debt securities) if credit risk exposures rise above the thresholds.

The Dodd-Frank Act also changed the regulatory framework for derivative transactions that are not subject to mandatory
clearing requirements (uncleared trades). While the Bank is able in certain instances to continue to enter into uncleared trades
on a bilateral basis, transactions entered into on and after September 1, 2022 are subject to two-way initial margin requirements
if certain thresholds are met. The Bank is required to post initial margin when its unmargined exposure (excluding legacy
derivatives) exceeds $50 million on a counterparty-by-counterparty basis.

The notional amount of interest rate exchange agreements does not reflect the Bank's credit risk exposure, which is much less
than the notional amount. The Bank's net credit risk exposure is based on the current estimated cost, on a present value basis, of
replacing at current market rates all interest rate exchange agreements with individual counterparties, if those counterparties
were to default, after taking into account the value of any cash and/or securities collateral held or remitted by the Bank. For
counterparties with which the Bank is in a net gain position, the Bank has credit exposure when the collateral it is holding (if
any) has a value less than the amount of the gain. For counterparties with which the Bank is in a net loss position, the Bank has
credit exposure when it has delivered collateral with a value greater than the amount of the loss position.

As of December 31, 2025, cash collateral totaling $336 million had been delivered by the Bank to its non-member bilateral
derivative counterparties under the terms of the collateral exchange agreements. At that date, the Bank had pledged securities
with a carrying value (and fair value) of $172 million to four bilateral derivative counterparties to meet its initial margin
requirements. Further, as of December 31, 2025, the Bank had pledged $304 million (carrying value and fair value) of securities
to satisfy initial margin requirements associated with its cleared derivatives. In addition, as of December 31, 2025, the Bank had
received $233 million in cash variation margin to settle its cleared derivatives with its clearinghouse counterparties.
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The following table provides information regarding the Bank’s derivative counterparty credit exposure as of December 31,

2025.

DERIVATIVES COUNTERPARTY CREDIT EXPOSURE

(dollars in millions)

Net Cash Net Other
Derivatives Collateral Collateral
Number of Fair Value Pledged Pledged To
Bilateral Notional Before To (From) (From) Net Credit
Credit Rating" Counterparties  Principal®  Collateral Counterparty  Counterparty  Exposure
Non-member counterparties
Asset positions with credit exposure
Single-A® 3§ 85912 § 196 § (11.3) $ 0.2) $ 8.1
Cleared derivatives® — 70,068.2 10.2 — 291.6 301.8
Liability positions with credit exposure
Single-A 7 35,321.9 (169.9) 189.2 8.0 27.3
Cleared derivatives® — 1,010.5 — — 11.9 11.9
Total derivative positions with non-member
counterparties to which the Bank had
credit exposure 10 114,991.8 (140.1) 177.9 311.3 349.1
Asset positions without credit exposure 5 3,275.6 17.8 (19.0) — —
Liability positions without credit exposure 4 6,909.2 (150.8) 147.7 — —
Total derivative positions with non-member
counterparties to which the Bank did not
have credit exposure 9 10,184.8 (133.0) 128.7 — —
Total non-member counterparties 19 125,176.6 (273.1) $ 3066 $ 3113 §  349.1
Member institutions
Interest rate exchange agreements ®
Asset positions 1 9.3 0.1
Mortgage delivery commitments — 26.0 —
Total member institutions 1 353 0.1
Total 20

$125211.9 $ (273.0)

() Credit ratings shown in the table reflect the lowest rating from Moody’s or S&P and are as of December 31, 2025.

@ Includes amounts that had not settled as of December 31, 2025.

3 The Bank's cleared derivatives were transacted with clearinghouses that are rated double-A.

®)  The figures for asset positions with credit exposure to counterparties rated single-A included transactions with a counterparty that is
affiliated with a member of the Bank. Transactions with that counterparty had an aggregate notional principal of $8.4 billion and a net

credit exposure of $8.0 million.

() Interest rate exchange agreements with members and the collateral provisions associated therewith are discussed in the paragraph below.

Previously, the Bank offered interest rate exchange agreements to its members to assist them in meeting their risk management
objectives. In derivative transactions with its members, the Bank acts as an intermediary by entering into an interest rate
exchange agreement with the member and then entering into an offsetting interest rate exchange agreement with one of the
Bank’s non-member derivative counterparties discussed above. For the two remaining interest rate exchange agreements with
one of its members, the Bank requires the member to post eligible collateral in an amount equal to the sum of the net market
value of the member’s derivative transactions with the Bank (if the value is positive to the Bank) plus a percentage of the
notional amount of the interest rate swaps, with market values determined on at least a monthly basis. Eligible collateral for
these derivative transactions consists of collateral that is eligible to secure advances and other obligations under the member’s
Advances and Security Agreement with the Bank (for a description of eligible collateral, see Item 1. Business — Products and

Services — Advances).
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Market Value of Equity

The ratio of the Bank’s estimated market value of equity to its book value of equity was 100 percent at both December 31, 2025
and 2024. For additional discussion, see Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Results of Operations

Net Income

Net income for 2025, 2024 and 2023 was $582.6 million, $726.6 million and $874.5 million, respectively. The Bank’s net
income for 2025 represented a return on average capital stock (“ROCS”) of 15.64 percent. In comparison, the Bank’s ROCS
was 16.17 percent in 2024 and 15.42 percent in 2023. To derive the Bank’s ROCS, net income is divided by average capital
stock outstanding excluding stock that is classified as mandatorily redeemable capital stock. The following table presents the
components of net income for the years ended December 31, 2025, 2024 and 2023. The factors contributing to the changes in
the Bank's net income from 2024 to 2025 are discussed below. The factors contributing to the changes in the Bank's net income
from 2023 to 2024 are discussed in the 2024 10-K.

SUMMARY OF CHANGES IN NET INCOME
(dollars in thousands)

Year Ended December 31, 2025 Year Ended December 31, 2024
Increase (Decrease) Increase (Decrease) l;i: ii:n ];:’gfgc},
Amount Amount Percentage = Amount Amount Percentage 2023

Net interest income after provision for
credit losses $ 762,234 $(129,358) (14.5)% $ 891,592 $(126,321) (124)% $ 1,017,913
Other income 59,751 (4,052) (6.4) 63,803 (27,915) (30.4) 91,718
Other expense 174,669 26,643 18.0 148,026 10,052 7.3 137,974
Income before assessments 647,316 (160,053) (19.8) 807,369 (164,288) (16.9) 971,657
AHP assessment 64,762 (15,980) (19.8) 80,742 (16,464) (16.9) 97,206
Net income $ 582,554 $(144,073) (19.8)% §$ 726,627 $(147,824) (16.9Y% $ 874,451

While the Bank is exempt from all federal, state and local income taxes, it is obligated to set aside 10 percent of its income
before assessments (adjusted for interest expense on mandatorily redeemable capital stock) for its AHP. The AHP provides
grants that members can use to support affordable housing projects in their communities. Generally, the Bank’s AHP
assessment is derived by adding interest expense on mandatorily redeemable capital stock to income before assessments; the
result of this calculation is then multiplied by 10 percent. For the years ended December 31, 2025 and 2024, the Bank’s AHP
assessments totaled $64.8 million and $80.7 million, respectively. In each of these years, the effective assessment rate closely
approximated 10 percent. Because interest expense on mandatorily redeemable capital stock is not deductible for purposes of
computing the Bank’s AHP assessment, the effective assessment rate could exceed 10 percent in future periods.

Income Before Assessments

During 2025 and 2024, the Bank’s income before assessments was $647.3 million and $807.4 million, respectively. The $160.1
million decrease in income before assessments for 2025 as compared to 2024 was attributable to a $129.4 million decrease in
net interest income after provision for credit losses, a $4.1 million decrease in other income and a $26.6 million increase in
other expenses. The components of income before assessments (net interest income after provision for credit losses, other
income and other expense) are discussed in more detail in the following sections.

Net Interest Income After Provision for Credit Losses

In 2025 and 2024, the Bank’s net interest income after provision for credit losses was $762.2 million and $891.6 million,
respectively. The $129.4 million decrease in net interest income after provision for credit losses from 2024 to 2025 was due
primarily to a decrease in the average balances of the Bank's interest-earning assets, lower average capital balances and lower
rates of return on the Bank's invested capital, partially offset by a $38.1 million decrease in net price alignment expense on
cleared derivatives.

The average balances of the Bank's interest-earning assets decreased by $13.2 billion, from $125.0 billion in 2024 to $111.8
billion in 2025. The Bank's net interest margin decreased from 72 basis points in 2024 to 69 basis points in 2025. Net interest
margin, or net interest income as a percentage of average earning assets, is a function of net interest spread and the rates of
return on assets funded by the investment of the Bank’s capital. Net interest spread is the difference between the yield on
interest-earning assets and the cost of interest-bearing liabilities. The Bank’s net interest spread increased from 35 basis points
in 2024 to 39 basis points in 2025. Due to the decrease in average short-term interest rates in 2025 relative to 2024, the

55



contribution of the Bank’s invested capital to the net interest margin (the impact of non-interest bearing funds) decreased from
37 basis points in 2024 to 30 basis points in 2025. The Bank's net interest margin and net interest spread are impacted positively
or negatively, as the case may be, by the amount of fair value hedge ineffectiveness recorded in net interest income (including
the price alignment amounts on cleared derivatives), as further discussed below. In addition, the Bank's net interest margin and
net interest spread are impacted positively by the amount of net prepayment fees on advances and net yield maintenance fees on
GSE CMBS which, for 2025 and 2024, totaled $15.8 million and $12.5 million, respectively.

U.S. GAAP requires that, for fair value hedges, the entire change in the fair value of the hedging instrument included in the
assessment of hedge effectiveness along with the changes in the fair value of the hedged item attributable to the hedged risk be
presented in the same income statement line that is used to present the earnings effect of the hedged item. As a result, the
Bank's net interest margin and net interest spread are impacted positively or negatively, as the case may be, by the amount of
fair value hedge ineffectiveness that is recorded in net interest income. The following table presents the fair value hedge
ineffectiveness and price alignment amount that are recorded in net interest income for the years ended December 31, 2025 and
2024.

FAIR VALUE HEDGE INEFFECTIVENESS AND PRICE ALIGNMENT AMOUNT IN NET INTEREST INCOME
(dollars in thousands)

Advances Investments CO Bonds Discoucn(t)Notes Total
Year Ended December 31, 2025
Gains (losses) on designated fair value hedges $ (875) $ 368 $ (275) $ — 8 (782)
Price alignment interest (! (9,027) (11,257) (375) (1,457) (22,116)
Year Ended December 31, 2024
Gains (losses) on designated fair value hedges $ 1,668 $ (286) $ 1,639 $ — § 3,021
Price alignment interest (V) (27,858) (27,312) (1,804) (3,201) (60,175)

() Relates to derivatives for which variation margin payments are characterized as daily settlements.
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The following table presents average balance sheet amounts together with the total dollar amounts of interest income and
expense and the weighted average interest rates of major earning asset categories and the funding sources for those earning
assets for 2025, 2024 and 2023.

YIELD AND SPREAD ANALYSIS
(dollars in millions)

For the year ended December 31,

2025 2024 2023
Interest Interest Interest
Average Income/ Average  Average Income/ Average  Average Income/ Average
Balance Expense Rate® Balance Expense Rate® Balance Expense Rate®
Assets
Interest-bearing deposits ® $ 3264 $ 140 430% $ 3,893 $ 206 529% $ 5619 § 289 5.14 %
Securities purchased under
agreements to resell 4,776 201 4.20 % 4,268 224 5.26 % 7,399 385 5.20 %
Federal funds sold © 10,458 452 432 % 12,404 645 5.20 % 13,939 709 5.09 %
Investments
Trading 3,871 149 3.85% 2,670 120 451 % 364 12 3.18 %
Available-for-sale @ 18,764 990 5.28 % 18,560 1,142 6.15 % 16,362 993 6.07 %
Held-to-maturity @ 1,020 52 5.15 % 239 14 5.75 % 281 15 5.49 %
Advances © 63,542 2,936 4.62 % 77,546 4,327 558 % 106,415 5,742 5.40 %
Mortgage loans held for portfolio 6,149 280 4.55 % 5,421 228 4.20 % 4,770 177 3.72 %
Total earning assets 111,844 5,200 4.65 % 125,001 6,906 5.53 % 155,149 8,322 5.36 %
Cash and due from banks 25 64 41
Other assets 639 511 703
Derivatives netting adjustment ® (513) (862) (1,522)
Fair value adjustment on available-
for-sale securities (9 110 130 69
Adjustment for net non-credit
portion of other-than-temporary
impairments on held-to-maturity
securities — — )
Total assets $ 112,105 5,200 4.64 % $ 124,844 6,906 5.53 % $ 154,439 8,322 5.39 %
Liabilities and Capital
Interest-bearing deposits ® @ $ 1,999 84 419% $ 1,597 82 511% $ 1,424 71 5.00 %
Consolidated obligations
Bonds 77,984 3,366 432 % 97,369 5,088 523 % 106,161 5,453 5.14 %
Discount notes 24,126 982 4.07 % 17,180 842 4.90 % 37,423 1,776 475 %
Mandatorily redeemable capital
stock and other borrowings 7 — 4.36 % 1 — 6.13 % 17 1 5.62 %
Total interest-bearing liabilities 104,116 4,432 426 % 116,147 6,012 518 % 145,025 7,301 5.03 %
Other liabilities 1,525 2,202 2,946
Derivatives netting adjustment ® (513) (862) (1,522)
Total liabilities 105,128 4,432 422 % 117,487 6,012 512 % 146,449 7,301 4.99 %
Total capital 6,977 7,357 7,990
Total liabilities and capital $ 112,105 3.95 % § 124,844 4.81 % $ 154,439 4.73 %
Net interest income $ 768 $ 894 $ 1,021
Net interest margin 0.69 % 0.72 % 0.66 %
Net interest spread 0.39 % 0.35 % 0.33 %
Impact of non-interest bearing
funds 0.30 % 0.37 % 0.33 %
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(2)

(b)

(©

(d)

(e)

@

Amounts used to calculate average rates are based on whole dollars. Accordingly, recalculations based upon the disclosed amounts (millions) may not
produce the same results.

The Bank offsets the fair value amounts recognized for the right to reclaim cash collateral or the obligation to return cash collateral against the fair value
amounts recognized for derivative instruments transacted under a master netting agreement or other similar arrangement. The average balances of interest-
bearing deposit assets for the years ended December 31, 2025, 2024 and 2023 in the table above include $0.425 billion, $0.809 billion and $1.462 billion,
respectively, which are classified as derivative assets/liabilities on the statements of condition. In addition, the average balances of interest-bearing deposit
liabilities for the years ended December 31, 2025, 2024 and 2023 in the table above include $87 million, $52 million and $57 million, respectively, which
are classified as derivative assets/liabilities on the statements of condition.

Includes overnight federal funds sold to other FHLBanks.
Average balances for available-for-sale and held-to-maturity securities are calculated based upon amortized cost.
Interest income and average rates include net prepayment fees on advances.

The average balances for mortgage loans held for portfolio in the table above include $38 million, $28 million and $20 million of non-accruing loans for
the years ended December 31, 2025, 2024 and 2023, respectively.

Average balances of deposits for the years ended December 31, 2025, 2024 and 2023 include time deposits of $237 million, $24 million and $44 million,
respectively. The remaining balances are substantially comprised of interest-bearing demand deposits. During the years ended December 31, 2025, 2024
and 2023, interest was paid on demand deposits at average rates of 4.2 percent, 5.1 percent and 5.0 percent, respectively, and on time deposits at average
rates of 3.8 percent, 4.5 percent and 4.6 percent, respectively.

Rate and Volume Analysis

Changes in both volume (i.e., average balances) and interest rates influence changes in net interest income and net interest
margin. The following table summarizes changes in interest income and interest expense between 2025 and 2024 and between
2024 and 2023. Changes in interest income and interest expense that cannot be attributed to either volume or rate have been
allocated to the volume and rate categories based upon the proportion of the absolute value of the volume and rate changes.

RATE AND VOLUME ANALYSIS
(in millions)

2025 vs. 2024 2024 vs. 2023
Increase (Decrease) Due To Increase (Decrease) Due To
Volume Rate Total Volume Rate Total
Interest income
Interest-bearing deposits $ (30) $ 36) $ 66) $ o1 $ 8 8 (83)
Securities purchased under agreements to resell 25 (48) (23) (165) 4 (161)
Federal funds sold (93) (100) (193) (80) 16 (64)
Investments
Trading 48 (19) 29 102 6 108
Auvailable-for-sale 12 (164) (152) 135 14 149
Held-to-maturity 40 2 38 2) 1 0))]
Advances (713) (678) (1,391) (1,605) 190 (1,415)
Mortgage loans held for portfolio 32 20 52 26 25 51
Total interest income (679) (1,027) (1,706) (1,680) 264 (1,416)
Interest expense
Interest-bearing deposits 18 (16) 2 9 2 11
Consolidated obligations
Bonds (918) (804) (1,722) (458) 93 (365)
Discount notes 299 (159) 140 (990) 56 (934)
Mandatorily redeemable capital stock and other borrowings — — — (1) — (1)
Total interest expense (601) 979) (1,580) (1,440) 151 (1,289)
Changes in net interest income $ (78) $ (48) §  (126) §  (240) 113§  (127)
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Other Income

The following table presents the various components of other income for the years ended December 31, 2025, 2024 and 2023.

OTHER INCOME
(in thousands)
2025 2024 2023
Net interest income (expense) associated with:
Economic hedge derivatives related to consolidated obligation bonds $ 158 § (1,416) $ 872
Economic hedge derivatives related to consolidated obligation discount notes (6,343) (1,175) (12,416)
Member/offsetting derivatives 5 7 10
Economic hedge derivatives related to advances (2,250) 3,008 8,292
Economic hedge derivatives related to trading securities 15,370 10,326 152
Economic hedge derivatives related to available-for-sale securities 2,324 509 31
Economic hedge derivatives related to mortgage loans held for portfolio 15,572 16,887 17,752
Other stand-alone economic hedge derivatives (10,710) (14,473) (13,862)
Total net interest income associated with economic hedge derivatives 14,126 13,673 831
Gains (losses) related to economic hedge derivatives
Interest rate swaps
Advances 2,589 (6,100) 1,523
Available-for-sale securities 787 637 77)
Trading securities (14,025) 12,667 (2,193)
Mortgage loans held for portfolio (18,724) 769 (6,503)
Consolidated obligation bonds 2,643 375 1,763
Consolidated obligation discount notes 794 2,630 9,616
Other stand-alone economic hedge derivatives 11,355 6,143 11,024
Interest rate swaptions
Available-for-sale securities (349) (2,401) (1,398)
Mortgage loans held for portfolio (4,062) (2,145) (2,290)
Mortgage delivery commitments 655 898 3,338
Member/offsetting derivatives %) %) ®)
Total fair value gains (losses) related to economic hedge derivatives (18,342) 13,468 14,795
Price alignment amount on daily settled derivative contracts 4,834 14,596 15,068
Total net gains on derivatives and hedging activities 618 41,737 30,694
Net gains (losses) on trading securities 27,801 (7,550) 12,009
Gains on early extinguishment of debt — — 23,396
Net gains on other assets carried at fair value 2,657 2,346 2,075
Realized gains on sales of held-to-maturity securities — — 1,081
Service fees 3,100 2,012 3,191
Letter of credit fees 23,208 23,195 18,011
Standby bond purchase agreement fees 1,845 1,561 1,674
Other, net 522 502 (413)
Total other 59,133 22,066 61,024
Total other income $ 59,751 $ 63,803 $ 91,718

Net Interest Settlements

Net interest income (expense) associated with economic hedge derivatives including, but not limited to, those associated with
non-qualifying fair value hedging relationships is recorded in net gains (losses) on derivatives and hedging activities. Net
interest income (expense) associated with derivatives in qualifying fair value hedging relationships is recorded in net interest
income in the same income statement line that is used to present the earnings effect of the hedged item.
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Fair Value Hedge Ineffectiveness

The Bank uses interest rate swaps to hedge the risk of changes in the fair value of some of its advances and consolidated
obligation bonds and substantially all of its available-for-sale securities. These hedging relationships are designated as fair value
hedges. To the extent these relationships qualify for hedge accounting, changes in the fair values of both the derivative (the
interest rate swap) and the hedged item (limited to changes attributable to the hedged risk) are recorded in net interest income in
the same income statement line that is used to present the earnings effect of the hedged item. To the extent that the Bank's fair
value hedging relationships do not qualify for hedge accounting, or cease to qualify because they are determined to be
ineffective, only the change in fair value of the derivative is recorded in earnings as net gains (losses) on derivatives and
hedging activities (in this case, there is no offsetting change in fair value of the hedged item). The net gains (losses) on
derivatives associated with specific advances, available-for-sale securities and consolidated obligation bonds that did not
qualify for hedge accounting, or ceased to qualify because they were determined to be ineffective, totaled $6.0 million and
$(5.1) million in 2025 and 2024, respectively.

Economic Hedge Derivatives

Notwithstanding the transitory nature of the ineffectiveness-related gains and losses associated with the Bank's available-for-
sale securities portfolio, the Bank has entered into several derivative transactions in an effort to mitigate a portion of the
periodic earnings variability that can result from those fair value hedging relationships. At both December 31, 2025 and 2024,
the notional balance of these derivatives totaled $400 million. For the years ended December 31, 2025 and 2024, the gains
associated with these stand-alone economic hedge derivatives were $11.4 million and $6.2 million, respectively.

The Bank has invested in residential mortgage loans. A portion of the interest rate and prepayment risk associated with the
Bank's mortgage loan portfolio is managed through the use of interest rate swaps and swaptions. The net change in the fair
values of these interest rate swaps and swaptions was $(22.8) million and $(1.4) million for the years ended December 31, 2025
and 2024, respectively. In addition, in some but not all cases, the Bank enters into delivery commitments associated with the
purchase of the mortgage loans. The fair value changes associated with mortgage delivery commitments (representing net
unrealized gains or losses from the commitment date to the settlement date) were $0.7 million and $0.9 million for the years
ended December 31, 2025 and 2024, respectively.

The Bank has invested in GSE CMBS. To hedge a portion of the prepayment risk that exists during the open period (i.e., the
period during which the securities can be prepaid without a yield maintenance fee), the Bank has entered into swaptions with a
notional balance of $1.15 billion. For the years ended December 31, 2025 and 2024, the losses associated with these stand-
alone economic hedge derivatives were $0.3 million and $2.4 million, respectively.

From time to time, the Bank hedges the risk of changes in the fair value of some of its longer-term consolidated obligation
discount notes using fixed-for-floating swaps. For the years ended December 31, 2025 and 2024, the gains associated with these
stand-alone economic hedge derivatives were $0.8 million and $2.6 million, respectively.

As discussed previously in the section entitled “Financial Condition — Derivatives and Hedging Activities," the Bank
previously offered interest rate exchange agreements to its members to assist them in meeting their risk management objectives.
In derivative transactions with its members, the Bank acts as an intermediary by entering into an interest rate exchange
agreement with the member and then entering into an offsetting interest rate exchange agreement with one of the Bank’s non-
member derivative counterparties. The net change in the fair values of derivatives transacted with members and the offsetting
derivatives was insignificant for the years ended December 31, 2025 and 2024, respectively.

Price Alignment Amount

Pursuant to their rulebooks, the Bank's two clearinghouse counterparties legally characterize variation margin payments on
cleared derivatives as settlements on the contracts. The Bank receives or pays a price alignment amount on the cumulative
variation margin payments associated with these contracts. The price alignment amount approximates the amount of interest the
Bank would receive or pay if the variation margin payments were characterized as collateral pledged to secure outstanding
credit exposure on the contracts. The price alignment amount associated with derivatives in qualifying fair value hedging
relationships is recorded in net interest income in the same income statement line that is used to present the earnings effect of
the hedged item. The price alignment amount associated with economic hedge derivatives including, but not limited to, those
associated with non-qualifying fair value hedging relationships, is recorded in net gains (losses) on derivatives and hedging
activities.
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Other

During the years ended December 31, 2025 and 2024, the Bank held from time to time U.S. Treasury Bills and U.S. Treasury
Notes, all of which were classified as trading securities. Due to fluctuations in interest rates, the aggregate gains (losses) on
these securities were $27.8 million and $(7.6) million for the years ended December 31, 2025 and 2024, respectively. The Bank
occasionally hedges the risk of changes in the fair value of some of its U.S. Treasury Notes and U.S. Treasury Bills. For the
years ended December 31, 2025 and 2024, the gains (losses) associated with these stand-alone derivatives were $(14.0) million
and $12.7 million, respectively.

The Bank has a small balance of marketable equity securities consisting solely of mutual fund investments associated with its
non-qualified deferred compensation plans. These securities are carried at fair value and included in other assets on the
statements of condition. The fair value gains on these securities totaled $2.7 million and $2.3 million for the years ended
December 31, 2025 and 2024, respectively. The gains on the securities are offset by a corresponding increase in amounts owed
to participants in the deferred compensation plans, the expense for which is recorded in compensation and benefits expense (in
the case of employees) or other operating expenses (in the case of directors).

Letter of credit fees totaled $23.2 million in each of the years ended December 31, 2025 and 2024. During the years ended
December 31, 2025 and 2024, average outstanding letters of credit totaled $31.8 billion and $32.3 billion, respectively.

Standby bond purchase agreement fees totaled $1.8 million and $1.6 million for the years ended December 31, 2025 and 2024,
respectively. At December 31, 2025 and 2024, outstanding standby bond purchase agreements totaled $930 million and $742
million, respectively.

Other Expense

Total other expense includes the Bank’s compensation and benefits; other operating expenses; voluntary grants, subsidies,
donations and Affordable Housing Program contributions; derivative clearing fees; and its proportionate share of the costs of
operating the Finance Agency and the Office of Finance. For the years ended December 31, 2025 and 2024, these expenses
totaled $174.7 million and $148.0 million, respectively.

Compensation and benefits totaled $64.1 million for 2025, compared to $61.5 million for 2024. The $2.6 million increase in
compensation and benefits for the year ended December 31, 2025, as compared to the year ended December 31, 2024, was due
largely to cost-of-living and merit increases and higher average headcount, as well as an increase in expenses related to the
Bank's supplemental executive retirement plan ("SERP"), partially offset by a reduction in discretionary bonuses paid to non-
executive employees. In 2025 and 2024, the Bank made contributions of $1.8 million and $1.0 million, respectively, to its
SERP. The Bank's average headcount in 2025 and 2024 was 225 and 214 employees, respectively. At December 31, 2025 and
2024, the Bank employed 227 and 223 people, respectively.

Other operating expenses for the years ended December 31, 2025 and 2024 were $51.1 million and $50.4 million, respectively.
The $0.7 million increase in other operating expenses resulted primarily from increases in safekeeping fees and low-dollar
office furniture and equipment, partially offset by lower usage of independent contractors to support information technology
initiatives at the Bank.

The Bank, together with the other FHLBanks, is assessed for the costs of operating the Office of Finance and a portion of the
costs of operating the Finance Agency. The Bank’s allocated share of the Office of Finance's expenses totaled $7.2 million and
$7.4 million in 2025 and 2024, respectively, representing a year-over-year decrease of $0.2 million. In these years, the Bank's
allocated share of the Finance Agency's expenses totaled $10.5 million and $12.7 million, respectively, representing a year-
over-year decrease of $2.2 million.

Voluntary grants, subsidies, donations and Affordable Housing Program expenses were $40.7 million and $14.7 million for the
years ended December 31, 2025 and 2024, respectively. The amounts expensed under the Bank's voluntary community
investment programs during the year ended December 31, 2025 are presented below in the section entitled "Voluntary
Community Investment Programs."

Derivative clearing fees were $1.0 million and $1.4 million for the years ended December 31, 2025 and 2024, respectively. The
decline in derivative clearing fees was due to a decline in the volume of cleared derivatives that were transacted during the year
ended December 31, 2025, as compared to the year ended December 31, 2024.
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Unaudited Quarterly Financial Data
The following is a summary of the Bank’s unaudited quarterly operating results for the year ended December 31, 2025.

SELECTED QUARTERLY FINANCIAL DATA
(unaudited, in thousands)

First Second Third Fourth
Quarter Quarter Quarter Quarter Total

Interest income $1,331,352 $1,356,947 $1,326,141 $1,185,361 $ 5,199,801
Net interest income after provision for credit losses 187,700 194,080 203,687 176,767 762,234
Other income (loss)

Net gains on trading securities 12,524 3,685 7,126 4,466 27,801

Net gains (losses) on derivatives and hedging activities (4,267) 963 (183) 4,105 618

Net gains (losses) on other assets carried at fair value (651) 1,803 1,160 345 2,657

Letter of credit fees 5,946 5,909 5,729 5,624 23,208

Service fees and other, net 1,151 1,457 1,392 1,467 5,467
Other expense

Voluntary grants, subsidies, donations and AHP

contributions 2,134 8,785 9,964 19,861 40,744

Other 32,895 33,552 34,814 32,664 133,925
AHP assessment 16,750 16,564 17,415 14,033 64,762
Net income 150,624 148,996 156,718 126,216 582,554

Yoluntary Community Investment Programs

The Bank offers a number of voluntary loan and grant programs that are designed to meet specific community investment needs
in its district, all of which are discussed in Item 1. Business - Products and Services - Voluntary Community Investment
Programs.

Beginning in 2024, the Bank has, in the absence of changes to its statutory AHP obligation and/or the imposition of any new
statutory or regulatory assessments, committed to annually make available for its voluntary loan and grant programs an amount
that equals or exceeds five percent of its prior year income before assessments as adjusted for interest expense on mandatorily
redeemable capital stock and the income statement effects of voluntary programs and AHP make-whole contributions
(“Adjusted Income Before Assessments”). The income statement effects of voluntary programs are comprised of grants,
subsidies, donations, and interest income and the provision (reversal) for credit losses on the Bank’s voluntary program loans.
Make-whole contributions to the Bank’s AHP are disclosed in Note 12 to the Bank's audited financial statements and are more
fully discussed in the paragraph immediately following the table below. By adjusting for these items, the amount to be made
available for the Bank’s voluntary loan and grant programs in the following year is not negatively impacted by interest expense
on mandatorily redeemable capital stock, the income statement effects of voluntary programs or AHP make-whole
contributions that are recorded in the Bank’s current year earnings. Annually, the Bank also makes available for its voluntary
loan and grant programs any receipts of principal and interest on voluntary program loans from the prior year. If, after using its
best efforts to award or loan the funds that have been made available, there are unused funds at the end of a calendar year, such
funds are carried forward to the succeeding year to support the programs(s) for which the funds were initially designated or,
alternatively, reallocated to other voluntary programs.

For the year ended December 31, 2024, the Bank’s Adjusted Income Before Assessments was $824,812,000, which resulted in
a target minimum allocation of $41,241,000 to its voluntary loan and grant programs for 2025. The following table sets forth a
summary of the amounts that the Bank made available for its voluntary loan and grant programs in 2025 and the loans that were
funded and the grants/subsidies/donations that were expensed during the year.
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VOLUNTARY COMMUNITY INVESTMENT PROGRAMS AND DONATIONS
(in thousands)

Loans/Grants/
Amount Amount Receipts of Reallocations Subsidies/Donations
Carried from 2024 Principal and Additional Funded/Expensed Amount
Forward Made and Funds Made Total During the Year Carried
From Available in Interest Available in Available Ended Forward
2024 2025 from 2024 2025 in 2025 December 31, 2025 to 2026
Loan Programs
CANOPY Fund $ 20,149 § 1,944 § —  $ 9 $ 22,102 $ 22,102 $ —
Small Business Boost 190 4,750 2,035 — 6,975 3,968 3,007
Total Loan Programs 20,339 6,694 2,035 9 29,077 26,070 3,007
Grant Programs
FORTIFIED Fund (Owner Property) 83 10,000 — — 10,083 9,889 194
Pathway Fund (formerly Heirs'

Property Program) — 3,000 — 1,339 4,339 4,339 —
Partnership Grant Program — 1,000 — — 1,000 1,000 —
Native American Housing

Opportunities Fund — 2,500 — 247 2,747 2,747 —
Housing Assistance for Veterans — 1,000 — — 1,000 997 3
Small Business Recovery Grant — 1,385 — — 1,385 1,385 —
FORTIFIED Fund (Rental Property) — 10,000 — (1,339) 8,661 8,661 —
Native American Down Payment

Assistance — 1,000 — (1,000) — — —
SHFA - Home Ownership/Financial

Education Support — 600 — 600 600 —
Homebuyer Equity Leverage

Partnership * — 4,062 — 938 5,000 4,237 763

Total Grant Programs 83 34,547 — 185 34,815 33,855 960
Donations and Other Contributions
SHARE 2025 Subsidized Advances — — — 2,387 2,387 2,387 —
Disaster Relief Donations (Texas

Hill Country Flooding) — — — 139 139 139 —
Total Donations and Other

Contributions — — — 2,526 2,526 2,526 —
Total Voluntary Community

Investment Programs $ 20422 $ 41241  § 2,035 $ 2,720 $ 66,418 § 62,451 $ 3,967

* These funds are in addition to the set-aside amount from the Bank's 2024 statutory AHP assessment, which totals $17.0 million.

Overall, the income statement effects of the voluntary programs discussed above reduce the Bank’s reported income before
assessments which, in turn, reduces the Bank’s statutory AHP assessment. To fully restore the Bank’s total AHP contribution to
the dollar amount it would be in the absence of these effects, the Bank contributes a make-whole amount to its AHP. By
resolution of the Bank’s Board of Directors, this obligation became effective on January 1, 2024. During the year ended
December 31, 2025, the AHP make-whole amount was $4,363,000. This amount, which is recorded in “Voluntary grants,
subsidies, donations and Affordable Housing Program contributions” in the Bank’s Statement of Income, was derived by
aggregating the income statement effects of the voluntary programs which, in total, reduced the Bank’s reported income before
assessments for the year ended December 31, 2025 by $39,266,000 and then multiplying the total by the percentage needed to
fully restore the Bank's AHP contribution.

Relative to its 2025 target minimum allocation of $41,241,000, the Bank made available $6,703,000 for its voluntary loan
programs (inclusive of reallocations and excluding amounts carried forward and receipts of principal and interest from 2024)
and it expensed voluntary grants, subsidies and donations of $33,855,000, $2,387,000 and $139,000, respectively. These
amounts, totaling $43,084,000, exceeded the Bank's 2025 target minimum allocation by $1,843,000 and represented 5.22
percent of its 2024 Adjusted Income Before Assessments. As shown in the table above, the Bank will carry forward to 2026
$3,967,000 for its voluntary community investment programs.
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The following table presents the components of voluntary grants, subsidies, donations and Affordable Housing Program
contributions that are reported in the Bank's Statement of Income for the years ended December 31, 2025, 2024 and 2023.

VOLUNTARY GRANTS, SUBSIDIES, DONATIONS AND AFFORDABLE HOUSING CONTRIBUTIONS
(in thousands)

2025 2024 2023
Total grant programs $ 33,855 $ 11,616 $ 1,956
Disaster relief donations 139 250 3,387
SHARE 2025 subsidized advances 2,387 — —
Conditional FORTIFIED Fund grants made in 2023/funded in 2024 — 1,058 —
AHP make-whole amount 4,363 1,739 —
Voluntary grants, subsidies, donations and Affordable Housing Program
contributions $ 40,744 $ 14,663 $ 5,343

For the year ended December 31, 2025, the Bank’s Adjusted Income Before Assessments was $691,251,000, which resulted in
a target minimum allocation of $34,563,000 to its voluntary loan and grant programs for 2026.

Liquidity and Capital Resources

In order to meet members’ credit needs and the Bank’s financial obligations, the Bank maintains a portfolio of money market
instruments typically consisting of overnight federal funds, overnight reverse repurchase agreements, overnight interest-bearing
deposits, U.S. Treasury Bills and U.S. Treasury Notes. Beyond those amounts that are required to meet members’ credit needs
and its own obligations, the Bank typically holds additional balances of short-term investments that fluctuate as the Bank
invests the proceeds of debt issued to replace maturing and called liabilities, as the balance of deposits changes, and as the level
of liquidity needed to satisfy Finance Agency requirements changes. At December 31, 2025, the Bank’s short-term liquidity
portfolio was comprised of $16.7 billion of overnight reverse repurchase agreements, $7.4 billion of overnight federal funds
sold, $2.7 billion of overnight interest-bearing deposits and $3.5 billion of U.S. Treasury Notes.

The Bank’s primary source of funds is the proceeds it receives from the issuance of consolidated obligation bonds and discount
notes in the capital markets. Historically, the FHLBanks have issued debt throughout the business day in the form of discount
notes and bonds with a wide variety of maturities and structures. Generally, the Bank has access to the capital markets as
needed during the business day to acquire funds to meet its needs.

In addition to the liquidity provided from the proceeds of the issuance of consolidated obligations, the Bank also maintains
access to wholesale funding sources such as federal funds purchased and securities sold under agreements to repurchase (e.g.,
borrowings secured by its investments in MBS and/or agency debentures). Furthermore, the Bank has access to borrowings
(typically short-term) from the other FHLBanks.

The 11 FHLBanks and the Office of Finance are parties to the Federal Home Loan Banks P&I Funding and Contingency Plan
Agreement, as amended and restated effective January 1, 2017 (the “Contingency Agreement”). The Contingency Agreement
and related procedures are designed to facilitate the timely funding of principal and interest payments on FHLBank System
consolidated obligations in the event that a FHLBank is not able to meet its funding obligations in a timely manner. The
Contingency Agreement and related procedures provide for the issuance of overnight consolidated obligations ("Plan COs")
directly to one or more FHLBanks that provide funds to avoid a shortfall in the timely payment of principal and interest on any
consolidated obligations for which another FHLBank is the primary obligor. The direct placement by a FHLBank of
consolidated obligations with another FHLBank is permitted only in those instances when direct placement of consolidated
obligations is necessary to ensure that sufficient funds are available to timely pay all principal and interest on FHLBank System
consolidated obligations due on a particular day. Through the date of this report, no Plan COs have ever been issued pursuant to
the terms of the Contingency Agreement.

On occasion, and as an alternative to issuing new debt, the Bank may assume the outstanding consolidated obligations for
which other FHLBanks are the original primary obligors. This occurs in cases where the original primary obligor may have
participated in a large consolidated obligation issue to an extent that exceeded its immediate funding needs in order to facilitate
better market execution for the issue. The original primary obligor might then warehouse the funds until they were needed or
make the funds available to other FHLBanks. Transfers may also occur when the original primary obligor’s funding needs
change, and that FHLBank offers to transfer debt that is no longer needed to other FHLBanks. Transferred debt may be in the
form of discount notes or bonds. The Bank did not assume any debt from other FHLBanks during the years ended

December 31, 2025 or 2024.
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The Finance Agency’s expectations with respect to the maintenance of sufficient liquidity to enable the FHLBanks to provide
advances and fund letters of credit during a sustained capital markets disruption are set forth in an Advisory Bulletin and
accompanying supervisory letter. More specifically, the Advisory Bulletin (hereinafter referred to as the “Liquidity AB”) sets
forth the Finance Agency's expectations with respect to base case liquidity and funding gaps, among other things. The Liquidity
AB sets forth ranges for the prescribed base case liquidity and funding gap measures and the supervisory letter identified the
initial thresholds within those ranges that the Finance Agency believed were appropriate in light of then existing market
conditions.

With respect to base case liquidity, the Bank is required to maintain a positive cash balance during a prescribed period of time
ranging from 10 to 30 calendar days assuming no access to the market for consolidated obligations or other unsecured funding
sources and the renewal of all advances that are scheduled to mature during the measurement period. The supervisory letter and
subsequent guidance set forth the cash flow assumptions to be used by the FHLBanks which include, among other things, a
reserve for potential draws on standby letters of credit and the inclusion of uncommitted/unencumbered U.S. Treasury securities
with a remaining maturity no greater than 10 years which are classified as trading or available-for-sale securities as a cash
inflow three business days after measurement.

Funding gaps measure the difference between a FHLBank’s assets and liabilities that are scheduled to mature during a specified
period, expressed as a percentage of the FHLBank’s total assets. Depending on conditions in the financial markets, the Finance
Agency believes (as stated in the Liquidity AB) that the FHLBanks should operate so as not to exceed a funding gap ratio
between negative 10 percent and negative 20 percent for a three-month time horizon and between negative 25 percent and
negative 35 percent for a one-year time horizon. These limits are designed to reduce the liquidity risks associated with a
mismatch in a FHLBank’s asset and liability maturities, including an undue reliance on short-term debt funding, which may
increase a FHLBank’s debt rollover risk. For purposes of calculating the funding gap ratios, the FHLBanks may include
estimates of expected cash inflows, including anticipated prepayments, for mortgage loans and MBS. In addition, uncommitted/
unencumbered U.S. Treasury securities with a remaining maturity no greater than 10 years which are classified as trading
securities are treated as maturing assets in the three-month time horizon regardless of maturity.

The Finance Agency considers a FHLBank to have adequate reserves of liquid assets if it maintains 20 calendar days of positive
daily cash balances. Further, the Finance Agency considers a FHLBank to have adequate liquidity to address funding gap risks
if the FHLBank's funding gap ratios for the three-month and one-year time horizons do not exceed negative 15 percent and
negative 30 percent, respectively.

The Bank was in compliance with these liquidity requirements at all times during the years ended December 31, 2025 and 2024.

The Bank’s access to the capital markets has never been interrupted to an extent that the Bank’s ability to meet its obligations
was compromised and the Bank does not currently believe that its ability to issue consolidated obligations will be impeded to
that extent in the future. If, however, the Bank were unable to issue consolidated obligations for an extended period of time, the
Bank would eventually exhaust the availability of purchased federal funds (including borrowings from other FHLBanks) and
repurchase agreements as sources of funds. It is also possible that an event (such as a natural disaster or a pandemic) that might
impede the Bank’s ability to raise funds by issuing consolidated obligations would also limit the Bank’s ability to access the
markets for federal funds purchased and/or repurchase agreements.

Under those circumstances, to the extent that the balance of principal and interest that came due on the Bank’s debt obligations
and the funds needed to pay its operating expenses exceeded the cash inflows from its interest-earning assets and proceeds from
maturing assets, and if access to the market for consolidated obligations was not again available, the Bank would seek to access
funding under the Contingency Agreement to repay any principal and interest due on its consolidated obligations. However, if
the Bank were unable to raise funds by issuing consolidated obligations, it is likely that the other FHLBanks would have similar
difficulties issuing debt. If funds were not available under the Contingency Agreement, the Bank’s ability to conduct its
operations would be compromised even earlier than if this funding source was available.
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Risk-Based Capital Rules and Other Capital Requirements

The Bank is required to maintain at all times permanent capital in an amount at least equal to its risk-based capital requirement,
which is the sum of its credit risk capital requirement, its market risk capital requirement, and its operations risk capital
requirement, as further described below. Permanent capital is defined under the Finance Agency’s rules as retained earnings and
amounts paid in for Class B Stock (which, for the Bank, includes both Class B-1 Stock and Class B-2 Stock), regardless of its
classification as equity or liabilities for financial reporting purposes, as further described above in the section entitled “Financial
Condition — Capital Stock.” For reasons of safety and soundness, the Finance Agency may require the Bank, or any other
FHLBank, to maintain a greater amount of permanent capital than is required by the risk-based capital requirements as defined.

The Bank’s credit risk capital requirement is determined by adding together the credit risk capital charges for advances,
investments, mortgage loans, derivatives, other assets and off-balance-sheet commitment positions (e.g., outstanding letters of
credit and commitments to fund advances). Among other things, these charges are computed based upon the credit risk
percentages assigned to each item as required by Finance Agency rules, taking into account the time to maturity and credit
ratings of certain of the items. These percentages are applied to the book value of assets or, in the case of off-balance-sheet
commitments, to their balance sheet equivalents.

The Bank’s market risk capital requirement is determined by estimating the potential loss in market value of equity under a
wide variety of market conditions. Simulations of over 300 historical market interest rate scenarios dating back to January 1998
(using changes in interest rates and volatilities over each six-month period since that date) are generated and, under each
scenario, the hypothetical impact on the Bank’s current market value of equity is determined. The hypothetical impact
associated with each historical scenario is calculated by simulating the effect of each set of rate and volatility conditions upon
the Bank’s current risk position, each of which reflects actual assets, liabilities, derivatives and off-balance-sheet commitment
positions as of the measurement date. From the complete set of resulting simulated scenarios, the average of the five scenarios
resulting in the worst estimated deteriorations in market value of equity is identified as the market risk component of the Bank’s
regulatory risk-based capital requirement which, in conjunction with the credit risk and operations risk components, determines
the Bank’s overall risk-based capital requirement.

The Bank’s operations risk capital requirement is equal to 30 percent of the sum of its credit risk capital requirement and its
market risk capital requirement.

At December 31, 2025, the Bank’s credit risk, market risk and operations risk capital requirements were $462 million, $485
million and $284 million, respectively. These requirements were $471 million, $437 million and $272 million, respectively, at
December 31, 2024.

In addition to the risk-based capital requirement, the Bank is subject to three other capital requirements. First, the Bank must, at
all times, maintain a minimum total capital-to-assets ratio of 4.0 percent. For this purpose, total capital is defined by Finance
Agency rules and regulations as the Bank’s permanent capital and the amount of any general allowance for losses (i.e., those
reserves that are not held against specific assets). Second, the Bank is required to maintain at all times a minimum leverage
capital-to-assets ratio in an amount at least equal to 5.0 percent of its total assets. In applying this requirement to the Bank,
leverage capital includes the Bank’s permanent capital multiplied by a factor of 1.5 plus the amount of any general allowance
for losses. The Bank did not have any general reserves at December 31, 2025 or December 31, 2024. Under the regulatory
definitions, total capital and permanent capital exclude accumulated other comprehensive income (loss). Third, the Bank is
required to maintain a capital stock-to-assets ratio of at least 2.0 percent, as measured on a daily average basis at each month
end. The Bank is required to submit monthly capital compliance reports to the Finance Agency. At all times during the years
ended December 31, 2025 and 2024, the Bank was in compliance with all of its regulatory capital requirements. For a summary
of the Bank’s compliance with the Finance Agency’s capital requirements as of December 31, 2025 and 2024, see the audited
financial statements included in this report (specifically, Note 15 beginning on page F-38).

A final regulation adopted by the Finance Agency in 2009 (the "Capital Classification Regulation") establishes criteria for four
capital classifications for the FHLBanks: adequately capitalized, undercapitalized, significantly undercapitalized and critically
undercapitalized. An adequately capitalized FHLBank meets all existing risk-based and minimum capital requirements. An
undercapitalized FHLBank does not meet one or more of its risk-based or minimum capital requirements, but nevertheless has
total capital equal to or greater than 75 percent of all capital requirements. A significantly undercapitalized FHLBank does not
have total capital equal to or greater than 75 percent of all capital requirements, but the FHLBank does have total capital greater
than 2 percent of its total assets. A critically undercapitalized FHLBank has total capital that is less than or equal to 2 percent of
its total assets.

The Director of the Finance Agency determines each FHLBank’s capital classification no less often than once a quarter; the
Director may make a determination more often than quarterly. The Director may reclassify a FHLBank one category below the
otherwise applicable capital classification (e.g., from adequately capitalized to undercapitalized) if the Director determines that
(1) the FHLBank is engaging in conduct that could result in the rapid depletion of permanent or total capital, (ii) the value of
collateral pledged to the FHLBank has decreased significantly, (iii) the value of property subject to mortgages owned by the
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FHLBank has decreased significantly, (iv) after notice to the FHLBank and opportunity for an informal hearing before the
Director, the FHLBank is in an unsafe and unsound condition, or (v) the FHLBank is engaging in an unsafe and unsound
practice because the FHLBank’s asset quality, management, earnings or liquidity were found to be less than satisfactory during
the most recent examination, and any deficiency has not been corrected. Before classifying or reclassifying a FHLBank, the
Director must notify the FHLBank in writing and give the FHLBank an opportunity to submit information relative to the
proposed classification or reclassification. Since the adoption of the Capital Classification Regulation, the Bank has been
classified as adequately capitalized for each quarterly period for which the Director has made a final determination.

In addition to restrictions on capital distributions by a FHLBank that does not meet all of its risk-based and minimum capital
requirements, a FHLBank that is classified as undercapitalized, significantly undercapitalized or critically undercapitalized is
required to take certain actions, such as submitting a capital restoration plan to the Director of the Finance Agency for approval.
Additionally, with respect to a FHLBank that is less than adequately capitalized, the Director of the Finance Agency may take
other actions that he or she determines will help ensure the safe and sound operation of the FHLBank and its compliance with
its risk-based and minimum capital requirements in a reasonable period of time.

The Director may appoint the Finance Agency as conservator or receiver for any FHLBank that is classified as critically
undercapitalized. The Director may also appoint the Finance Agency as conservator or receiver of any FHLBank that is
classified as undercapitalized or significantly undercapitalized if the FHLBank fails to submit a capital restoration plan
acceptable to the Director within the time frames established by the Capital Classification Regulation or materially fails to
implement any capital restoration plan that has been approved by the Director. At least once in each 30-day period following
classification of a FHLBank as critically undercapitalized, the Director must determine whether during the prior 60 days the
FHLBank had assets less than its obligations to its creditors and others or if the FHLBank was not paying its debts on a regular
basis as such debts became due. If either of these conditions apply, then the Director must appoint the Finance Agency as
receiver for the FHLBank.

A FHLBank for which the Director appoints the Finance Agency as conservator or receiver may bring an action in the United
States District Court for the judicial district in which the FHLBank is located or in the United States District Court for the
District of Columbia for an order requiring the Finance Agency to remove itself as conservator or receiver. A FHLBank that is
not critically undercapitalized may also seek judicial review of any final capital classification decision or of any final decision
to take supervisory action made by the Director under the Capital Classification Regulation.

Critical Accounting Estimates

The preparation of financial statements in accordance with U.S. GAAP requires management to make a number of judgments,
estimates and assumptions that affect the reported amounts of assets, liabilities, income and expenses. Management bases its
judgments and estimates on current market conditions and industry practices, historical experience, changes in the business
environment and other factors that it believes to be reasonable under the circumstances. Although management believes its
judgments, estimates, and assumptions are reasonable, actual results may differ and other parties could arrive at different
conclusions. Given the assumptions used and judgment involved, management has identified the fair value measurement of
interest rate derivatives and associated hedged items as the Bank's critical accounting estimate. The Bank's financial condition
and results of operations could be materially affected under different conditions or different assumptions related to this
accounting estimate. For additional discussion regarding the fair value measurement of interest rate derivatives, see Note 17 to
the Bank’s audited financial statements included in this report.

As discussed in the section entitled Financial Condition — Derivatives and Hedging Activities, all interest rate derivatives
employed by the Bank hedge identifiable risks and none are used for speculative purposes. As of December 31, 2025,
substantially all of the Bank’s derivative instruments that were designated in hedging relationships were either hedging fair
value risk attributable to changes in SOFR (the designated benchmark interest rate) or hedging the variability of cash flows
associated with forecasted transactions. U.S. GAAP requires that all derivative instruments be recorded in the statements of
condition at their fair values. Changes in the fair values of the Bank’s derivatives, other than those designated in cash flow
hedging relationships, are recorded each period in current earnings. If an asset or liability qualifies for fair value hedge
accounting, changes in the fair value of the hedged item that are attributable to the hedged risk are also recorded in earnings. As
a result, the net effect is that only the “ineffective” portion of a qualifying fair value hedge has an impact on current earnings.
Changes in the fair values of the Bank’s derivatives that are designated in cash flow hedging relationships are recorded each
period in other comprehensive income until earnings are affected by the variability of the cash flows of the hedged transaction,
at which time these amounts are reclassified from accumulated other comprehensive income to earnings.

As of December 31, 2025, the Bank’s derivatives portfolio included $79.1 billion (notional amount) that was designated in fair
value hedging relationships, $1.0 billion (notional amount) that was designated in cash flow hedging relationships and $45.1
billion (notional amount) that either did not qualify for hedge accounting or were not designated in hedge relationships for
accounting purposes. By comparison, at December 31, 2024, the Bank’s derivatives portfolio included $104.1 billion (notional
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amount) that was designated in fair value hedging relationships, $1.1 billion (notional amount) that was designated in cash flow
hedging relationships and $38.7 billion (notional amount) that either did not qualify for hedge accounting or were not
designated in hedge relationships for accounting purposes.

The fair values of the Bank’s derivatives are estimated using a pricing model and inputs that are observable for the asset or
liability, either directly or indirectly. For its derivatives, the Bank compares the fair values obtained from its pricing model to
clearinghouse valuations (in the case of cleared derivatives) and non-binding dealer estimates (in the case of bilateral
derivatives) and may also compare its fair values to those of similar instruments to ensure such fair values are reasonable. The
assumptions and inputs used have a significant effect on the reported carrying values of derivative assets and liabilities and the
related income and expense. The use of different assumptions/inputs could result in materially different earnings and reported
carrying values.

In applying hedge accounting, the Bank calculates the periodic changes in the fair values of hedged items (e.g., certain
advances, available-for-sale securities and consolidated obligations) that are attributable solely to changes in the designated
benchmark interest rate ("the benchmark fair values") and the periodic changes in the fair values of hypothetical derivatives
associated with cash flow hedges. Such values are estimated using a pricing model that employs discounted cash flows or other
similar pricing techniques. Significant inputs to the pricing model (e.g., yield curves and volatilities) are based on current
observable market data. The inputs to the pricing model have a significant effect on the benchmark fair values of assets and
liabilities and the related income and expense; the use of different inputs could result in materially different earnings.

The Bank’s pricing model is subject to an independent validation every three years. In those years when a validation is not
performed, the pricing model is subject to an annual review. The Bank periodically reviews and refines, as appropriate, its
assumptions and valuation methodologies to reflect market indications as closely as possible. The Bank believes it has the
appropriate personnel, technology, and policies and procedures in place to enable it to value its derivatives and associated

hedged items in a reasonable and consistent manner.

Recently Issued Accounting Guidance

For a discussion of recently issued accounting guidance, see the audited financial statements accompanying this report
(specifically, Note 2 on page F-16).

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Overview

As a financial intermediary, the Bank is subject to interest rate risk. Changes in the level of interest rates, the slope of the
interest rate yield curve, and/or the relationships (or spreads) between interest yields for different instruments have an impact on
the Bank’s estimated market value of equity and its earnings. This risk arises from a variety of instruments that the Bank enters
into on a regular basis in the normal course of its business.

The terms of member advances, investment securities and consolidated obligations may present interest rate risk and/or
embedded option risk. As discussed in Management’s Discussion and Analysis of Financial Condition and Results of
Operations, the Bank makes extensive use of interest rate derivative instruments, primarily interest rate swaps and swaptions, to
manage the risk arising from these sources.

The Bank has investments in residential mortgage-related assets, primarily MPF mortgage loans and CMOs, both of which
present prepayment risk. This risk arises from the mortgagors’ option to prepay their mortgages, making the effective maturities
of these mortgage-based assets relatively more sensitive to changes in interest rates and other factors that affect the mortgagors’
decisions to repay their mortgages as compared to other long-term investment securities that do not have prepayment features.
A decline in interest rates generally accelerates mortgage refinancing activity, thus increasing prepayments and thereby
shortening the effective maturity of the mortgage-related assets. Conversely, rising rates generally slow prepayment activity and
lengthen a mortgage-related asset’s effective maturity.

The Bank has managed the potential prepayment risk embedded in mortgage assets by purchasing securities that maintain their
original principal balance for a fixed number of years, by purchasing structured tranches of mortgage securities that limit to
some extent the effects of prepayment risk, by issuing a combination of callable and non-callable debt with varying maturities,
and/or by using interest rate derivative instruments to offset prepayment risk specific both to particular securities and to the
overall mortgage portfolio.

The Bank uses a variety of risk measurements to monitor its interest rate risk. The Bank has made a substantial investment in
sophisticated financial modeling systems to measure and analyze interest rate risk. These systems enable the Bank to routinely
and regularly measure interest rate risk metrics, including the sensitivity of its market value of equity and income under a
variety of interest rate scenarios. Management regularly monitors the information derived from these models and provides the
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Bank’s Board of Directors with risk measurement reports. The Bank uses these periodic assessments, in combination with its
evaluation of the factors influencing the results, when developing its funding and hedging strategies.

The Bank’s Enterprise Market Risk Management Policy provides a risk management framework for the financial management
of the Bank consistent with the strategic principles outlined in its Strategic Business Plan. The Bank develops its funding and
hedging strategies to manage its interest rate risk within the risk limits established in its Enterprise Market Risk Management
Policy.

Business Objectives

The Bank serves as a financial intermediary between the capital markets and its members. In its most basic form, this
intermediation process involves raising funds by issuing consolidated obligations in the capital markets and lending the
proceeds to member institutions at slightly higher rates. The interest spread between the cost of the Bank’s liabilities and the
yield on its assets, combined with the earnings on its invested capital, are the Bank’s primary sources of earnings. The Bank’s
primary asset liability management goal is to manage its assets and liabilities in such a way that its current and projected net
interest spread (excluding fair value hedge ineffectiveness, net prepayment fees on advances, gains associated with GSE CMBS
prepayments, and net price alignment income/expense on cleared derivatives) is relatively consistent across a wide range of
interest rate environments, although the Bank may occasionally take actions that are not necessarily consistent with this
objective for short periods of time in response to unusual market conditions.

The objective of maintaining a stable net interest spread is complicated under normal conditions by the fact that the
intermediation process outlined above cannot be executed for all of the Bank’s assets and liabilities on an individual basis. In
the course of a typical business day, the Bank continuously offers a wide range of fixed and floating rate advances with
maturities ranging from overnight to in some cases as long as 40 years that members can borrow in amounts that meet their
specific funding needs at any given point in time. At the same time, the Bank issues consolidated obligations to investors who
have their own set of investment objectives and preferences for the terms and maturities of securities that they are willing to
purchase.

Because it is not possible to consistently issue debt simultaneously with the issuance of an advance to a member in the same
amount and with the same terms as the advance, or to predict what types of advances members might want or what types of
consolidated obligations investors might be willing to buy on any particular day, the Bank must have a ready supply of funds on
hand at all times to meet member advance demand.

In order to have a ready supply of funds, the Bank typically issues debt as opportunities arise in the market, and makes the
proceeds of t