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Cautionary Statements Regarding Forward-Looking
Statements & Disclaimer

Forward —looking statements: The information contained in this presentation contains forward-looking statements within the meaning of the safe harbor provisions of the Private
Securities Litigation Reform Act of 1995. Such forward-looking statements include statements describing the objectives, projections, estimates or future predictions of FHLBank's
operations. These statements may be identified by the use of forward-looking terminology such as “anticipates,” “believes,” “may,” “is likely,” “could,” “estimate,” “expect,” “will,”
“intend,” “probable,” “project,” “should” or their negatives or other variations on these terms. FHLBank cautions that by their nature forward-looking statements involve risks or
uncertainties and that actual results may differ materially from those expressed in any forward-looking statements as a result of such risks and uncertainties, including but not limited
to: changes in the general economy and capital markets, the rate of inflation or deflation, employment rates, housing market activity and pricing, the size and volatility of the
residential mortgage market, geopolitical events, and global economic uncertainty; governmental actions, including legislative, regulatory, judicial or other developments that affect
FHLBank, our members, counterparties or investors, housing government-sponsored enterprises, or the FHLBank System in general; external events, such as economic, financial, or
political disruptions, and/or wars, pandemics, and natural disasters, including disasters caused by climate change, which could damage our facilities or the facilities of our members,
damage or destroy collateral pledged to secure advances or mortgages held for portfolio, which could increase our risk exposure or loss experience; effects of derivative accounting
treatment and other accounting rule requirements, or changes in such requirements; competitive forces, including competition for loan demand, purchases of mortgage loans and
access to funding; the ability of FHLBank to introduce new products and services to meet market demand and to manage successfully the risks associated with all products and
services; changes in demand for FHLBank products and services or consolidated obligations of the FHLBank System; membership changes, including changes resulting from member
failures or mergers, changes due to member eligibility, or changes in the principal place of business of members; changes in the U.S. government's long-term debt rating and the long-
term credit rating of the senior unsecured debt issues of the FHLBank System; soundness of other financial institutions, including FHLBank members, non-member borrowers,
counterparties and the other FHLBanks; the ability of each of the other FHLBanks to repay the principal and interest on consolidated obligations for which it is the primary obligor and
with respect to which FHLBank has joint and several liability; the volume and quality of eligible mortgage loans originated and sold by participating members to FHLBank through its
various mortgage finance products; changes in the fair value and economic value of, impairment of, and risks associated with FHLBank’s investments in mortgage loans and mortgage-
backed securities or other assets and the related credit enhancement protections; changes in the value or liquidity of collateral underlying advances to FHLBank members or
nonmember borrowers or collateral pledged by reverse repurchase and derivative counterparties; volatility of market prices, changes in interest rates and indices and the timing and
volume of market activity, including the effects of these factors on amortization/accretion; gains/losses on derivatives or on trading investments and the ability to enter into effective
derivative instruments on acceptable terms; changes in FHLBank's capital structure; FHLBank's ability to declare dividends or to pay dividends at rates consistent with past practices;
the ability of FHLBank to keep pace with technological changes and the ability to develop and support technology and information systems, including the ability to manage
cybersecurity risks and securely access the internet and internet-based systems and services, sufficient to effectively manage the risks of FHLBank's business; and the ability of FHLBank
to attract and retain skilled individuals, including qualified executive officers. Additional risks that might cause FHLBank’s results to differ from these forward-looking statements are
provided in detail in FHLBank’s filings with the SEC, which are available at www.sec.gov.

Disclaimer: In connection with the preparation and provision of these materials (including all data, scenarios, valuations, projections and other information in these materials,
collectively the “Materials”), the Federal Home Loan Bank of Topeka (“FHLBTopeka”) has relied upon and assumed, without independent investigation or verification, the accuracy and
completeness of all financial and other information that was made available, supplied, or otherwise communicated to FHLBTopeka by our members and other publicly available
information. FHLBTopeka expressly disclaims any responsibility for or liability in connection with the Materials or your use of the Materials. The Materials are necessarily based upon
economic, market, financial and other conditions as they exist on, and on the information made available to us as of, the date of the Materials, and subsequent developments may
affect the analyses, information or other contents in the Materials. The Materials are solely for information purposes and are provided as an accommodation and without charge. All
scenarios in the Materials were derived using estimates and assumptions about relevant future market conditions and other matters, all of which are subject to change without notice.
FHLBTopeka makes no representations or warranties about the accuracy or suitability of any information in the Materials. The Materials do not constitute legal, regulatory, accounting,
investment, or financial advice or the rendering of legal, accounting, consulting, or other professional services of any kind. You are strongly encouraged to consult with qualified
professionals regarding the extent to which the Materials may be useful to you and with respect to any legal, regulatory, accounting, tax, business, and/or financial matters or
questions. The Materials are confidential and are not to be published, quoted or referred to, in whole or in part, in any document for any purpose without FHLBTopeka’s written
consent.




Issues in Focus for Members

Margin management Challenging conditions, top of mind
* Tangible capital positions On watch
* Deposit funding environment Persistent headwinds
* Uncertain economic outlook More questions than answers
* Credit containment Remains on solid footing (for now?)

Access/contingency plans; emphasis
for regulators




3rd Quarter Balance Sheet Key Takeaways

shift in share/deposit composition as customers seek higher rates

* Funding mix evolving as banks look to fill the liquidity gap with alternative funding sources ...
more so at banks than credit unions

- Deposit flows mixed among members
On-balance sheet liquidity positions decline

Loan

- Growth offset by declines in cash and security balances at most institutions

For many institutions, reserve build mode underway

- Net charge-offs are on the rise

Equity positions intact but security portfolios remain underwater




Looking Ahead

e Attractive investment alternatives and the ability for consumers to move money quickly could
lead to

* Uninsured deposit will continue to gain attention from regulators, along with
liquidity stress testing and cash flow monitoring

* Interest rate outlook of , but quantitative easing discussions on the rise
for an economic downturn and tightening credit conditions could slow lending activity

to liquidity and collateral capacity imperative going forward as the ability to sell
securities to generate liquidity remains restricted due to underwater position of security
portfolios

* Margin pressure to persist in near-term but expect some relief in later in 2024, more so for
banks

* Continueto for tangible signs of credit quality deterioration

is likely to remain heightened with both domestic (election year) and global
uncertainties
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Q3 2023 Bank Member Trends




Liquidity Positions Mixed Among Members

Cash flow from securities moving back into higher-yielding loans or paying down wholesale funding.

Pace of loan growth slowing across the District — CRE and ag lending activity primary sources of growth.

Liquid Assets / Assets [median]

30.0%
Rl 28.2%

25.0% 2
26.1%
20.0%
15.0%
10.0% 13.3% 12 3%
. 0
5.0%
> $1 billion ===< $1 billion
0.0%

ORI ooo& eeASEXeY ooooooooo&&
ST x%\? <° oD '\ S S P N
’L'\/’L’L’L’L’L ’L’\/ 'L’L’L’L’L’L’L’L'L’\/

Use of Funds [bank members > $ 1 billion]
Ain Cash & IB Balances (Sbn) $14.1

B A in Securities (Sbn)

mAin Loans (Sbn) .
%92 7o $8.1
$6.9
$42 549 %57
$3.1  $34 S o s2 ll 523
S0. 0. J ‘ $0.2
10 1 Lk

$o . } 501
$1.9 Jslo $2.7 T08 B3 509 $15 50.7
-$35

-$5.0

2021Q22021Q32021Q42022Q12022Q22022Q32022Q42023Q12023Q22023Q3

Loans / Deposits [median]

90.00% ”
84.88% | 84.69% |

85.00%
80.00%
75.00%
70.00%
65.00%
65.76%
60.00%
55.00%
—> 1 DillioN < S1 billion
50.00%
3893939393953 333333333530
NN N T T NN O ONRNMNOWOOOOOOOO Hdd NN M
D I T T s s s T s e T s T s T s e T s L I I o I o R o B o I o |
O0O0O0000000O0O0O0O0O0O0O0O0O0O0O0 O
N AN AN AN AN AN AN AN AN AN AN AN AN NN NN NN NN
Use of Funds [bank members < S 1 billion]
$2.4
$2.2 $1,
$R2.2 $13 $1.2 %12
¢ E A
-$0.2 $OO l I
s ’ L. 567 50
-S1.1 1.2 1.2
—$1.6 -$1.5 A $1 A
A in Cash & IB Balances ($bn) )
B A in Securities ($bn) -$2.9
M A in Loans (Sbn) $3.8

2021Q22021Q32021Q42022Q12022Q22022Q32022Q42023Q12023Q22023Q3




Deposit Composition Remix

Low-cost, non-maturity accounts continue to migrate into higher-cost time deposits or out of the
institution, shifting the makeup of the deposit portfolio. Retail CD balances at member banks with assets
> $1 billion have doubled since the Fed began raising rates in 1Q22.

Noninterest-bearing deposits as a % of total deposits have reached or are nearing pre-Covid levels. The
combination of reduced discretionary spending and higher costs related to inflation may leave
consumers holding lower checking balances.

Smaller banks facing persistent outflow pressure as deposit gathering and retention remains challenging.

Although purchased deposits may not be the most cost-effective funding source, use has increased to
help supplement deposit outflows and support loan-to-deposit ratios — more so at larger banks.
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Note: Purchased deposits = net brokered deposits (excludes reciprocal brokered deposits) + listing service deposits.
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Alternative Funding Sources Fills Liquidity/Funding Needs

Just as the deposit mix is evolving at member banks, the overall funding mix is more reliant on
wholesale funding sources.

Wholesale funding balances remain elevated, but activity moderated in the third quarter as funding
gaps* narrowed. Additionally, as deposit costs push higher, members have looked to alternative
funding options to help ease the pressure of higher core funding costs.

Advances continue to be a primary source of funding with over 70% of bank members actively
borrowing throughout the year.

Members are also utilizing Bank Term Funding Program (BTFP), brokered deposits and repos to
diversify wholesale funding sources and demonstrate access to various liquidity providers.

Wholesale Funding Utilization [median] FHLBank Advances / Assets [median]
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*Change in funding sources (loans, securities, cash) less change in core deposits (excludes jumbo CDs, brokered deposits and listing service deposits).
Note: Wholesale funding utilization = (total borrowings + net brokered deposits + listing service deposits) / (total borrowings + total deposits).
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Margin Management in Focus

The change in funding profiles is reflected in both margin performance and deposit betas. The shift of
deposits into interest-bearing accounts along with utilization of higher-cost brokered deposits and
other wholesale funding to meet funding needs contributes earnings headwinds.

After rapid expansion of margins early in the rate cycle, margins at smaller banks have been more
resilient compared to their larger peers in recent quarters; due in part to a lag in raising deposit costs.
However, still room to run for deposit betas if rates remain higher for longer.

Smaller institutions also hold larger cash balances — currently a favorable alternative to improve both
margin and liquidity positions as low-yielding security portfolios roll off.

While margin pressures will be felt into 2024, some relief may be on the horizon for larger members as
low-yielding securities mature, loans re-price and high-cost funding can be paid down. A pivot in rate
could also ease pressure on deposit costs.
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Provisions and Net Charge-offs on the Rise

Many members are in reserve build mode even as strong asset quality persists.

Like the second quarter, about half of our District members recorded provision expense in the third
guarter, while the other half recorded no provision.

Credit containment concerns continue to linger, with more institutions noting more time spent on
evaluating credits.

Nonaccruals ticked up in CRE, C&I and 1-4 family residential loans. Net charge-offs are on the rise —
mostly within C&lI, credit card, other consumer (e.g., cars) and nonowner-occupied CRE loan portfolios.

Restructured loans increased for the second consecutive quarter, up over 35% in the third quarter.
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Note: Adjusted nonperforming assets excludes U.S. government guaranteed portion of nonaccrual loans.
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Q3 2023 Credit Union Trends




Share/Deposit Composition Remix

Low-cost, non-maturity accounts continue to
migrate into higher-cost time deposits or out of the
institution, shifting the makeup of the portfolio.
Share certificates at member credit unions with
assets > $500 million have doubled since the Fed
began raising rates in 1Q22.

Larger and smaller credit unions alike are faced with
persistent share/deposit retention and gathering
challenges — playing defense against a competitive
marketplace and attractive yields in money market
funds and other investment alternatives, such as the
Treasury market.

Shift in Share/Deposit Composition (as % of Shares/Deposits)
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Advance Utilization Remains Elevated

Wholesale funding balances remain elevated, Funding Gap ($bn)
but activity moderated in the third quarter as
funding gaps™ narrowed. Additionally, as
share/deposit costs push higher, members have

m A in Funding Uses Less A in Core Share/Deposits

looked to alternative funding options to help

ease the pressure of higher core funding costs.
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Note: Core shares = total shares/deposits less nonmember deposits.
Note: Wholesale funding utilization = (total borrowings + nonmember deposits) / (total borrowings + total shares/deposits).
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Liquidity Positions Stable

Activity on the asset side of the balance sheet was relatively muted in the third quarter with falling loan
growth for the fifth consecutive quarter at larger members. On a year-to-date basis, assets have shrunk at
smaller members as they’re challenged to both grow loans and maintain or grow shares/deposits.
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Margins Benefit from Strong Rise in Asset Yields
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A lag in funding costs contributed to a rebound in
margins during the third quarter.

Smaller members have seen six consecutive quarters
of margin expansion, outperforming both their
larger credit union peers and bank peers.

Smaller institutions also hold larger cash balances —
currently a favorable alternative to improve both
margin and liquidity positions.

Share/deposit pricing pressure expected to remain
an area of focus as a challenging funding
environment persists and rates stay elevated.
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Provisions and Net Charge-offs on the Rise

Many members are in reserve build mode even as
strong asset quality persists.

Nearly all District members recorded provision expense
in the second quarter. Aggregate provisions are nearing
the Covid peak and have increased for seven straight
quarters.

Nonperforming assets have returned to pre-pandemic
era levels.

The rise in delinquencies are mostly attributed to used
vehicle loans, and to a lesser extent, first lien 1-4 family
and new vehicle loans.
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