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Performance
EARNINGS
The FHLB posted earnings of $276
million in 2020, the same as 2019.
Return on equity (ROE) averaged
5.78 percent, compared to 5.65
percent a year earlier. ROE in 2020
was 527 basis points above short-term
interest rates, which consist of average
3-month LIBOR and the Federal
funds effective rate; this spread is
a key benchmark for assessing the
competitiveness of the return on
members’ capital investment. We
believe the ROE level and spread in
2020 continued to represent a positive
financial performance on behalf of
our member stockholders.
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The sharp decline in interest rates
and members’ overall trends in
funding needs in 2020 drove the
Bank’s financial results. Net income
benefited from a substantial increase
in Advance balances at the onset of
the pandemic, although members’
Advance balances declined later in the
year as their deposits rose. Net income
decreased from the decline in longterm interest rates that resulted in a
higher volume of mortgage refinance
activity, and from the decline in
short-term rates that lowered returns
from capital.

DIVIDENDS AND CAPITAL
In 2020, we paid an average
annualized cash dividend rate of 2.23
percent, which compares favorably to
average short-term interest rates of
0.51 percent. In doing so, the FHLB
returned $84 million of capital
to members.
Normally, our financial performance
and dividend rates correlate positively
with changes in short-term interest
rates. As rates declined in 2020, we
lowered dividend rates paid. The
volatility and uncertainty of the
economy and financial markets
increased our desire to grow retained
earnings to further ensure a stable
capital position going forward, which
shaped decisions on dividend rates
during the year.
Our capital adequacy is robust and
aligned with our low risk profile.
GAAP capital, which comprises
members’ capital stock, retained
earnings and accumulated other
comprehensive income, was $3.9
billion at year-end, a decrease of
$515 million, or 12 percent, compared
to year-end 2019. Total retained
earnings grew by $210 million,
with a balance of $1.3 billion at the

FHLB CINCINNATI

WHERE OUR EARNINGS GO
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end of the year. We believe that the
current amount of retained earnings
is sufficient to protect members’
capital stock against the remote risk
of impairment and to help support
future dividend stability. The decline
in total capital occurred from our
repurchases of excess capital stock
corresponding to the sharp year-overyear decline in Advance balances.

stood at 6.07 percent at year-end,
exceeding the minimum 4.00 percent
regulatory requirement.

Regulatory capital is GAAP capital
plus mandatorily redeemable capital
stock (stock subject to pending
redemption), less accumulated
other comprehensive income. Our
regulatory capital-to-assets ratio
averaged 5.47 percent in 2020 and

Average Advance balances in 2020
came in at $42.9 billion, down
from $47.9 billion in 2019. Advance
demand spiked at a record pace at
the end of the first quarter due to
members managing their liquidity

CREDIT SERVICES
The FHLB offers a wide range of
credit programs and services that
support members’ funding and
asset-liability management needs
in all economic environments.

LETTERS OF CREDIT BALANCES
year-end, in billions of dollars
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surrounding the pandemic. Most of
these Advances matured or prepaid
by the end of the third quarter of
2020 as members saw a significant
increase in deposits and gained
access to other liquidity sources as
a result of government actions to
support financial markets during the
pandemic. Advance balances ended
the year at $25.0 billion.
The percentage of members using
mission asset activity decreased to
64 percent, down slightly from 67
percent in 2019.
As a provider of wholesale funding,
our business model is structured
to remain sustainable from sharp
changes—both up and down—
in mission asset activity. Through
the dynamics of 2020, this key
benefit of FHLB membership
was clearly displayed.
Letters of Credit balances ended
the year at $28.8 billion in 2020, up
78 percent compared to 2019. This
increase is largely due to members
using Letters of Credit rather than
securities to support growth in public
unit deposits from municipalities
during the pandemic.
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ADVANCE BALANCES

MORTGAGES HELD IN PORTFOLIO

average, in billions of dollars

year-end, in billions of dollars
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MPP
Our Mortgage Purchase Program
(MPP) is a competitive alternative
to the more traditional secondary
mortgage market and, in 2020,
continued to attract substantial
member interest. It remains an
important contributor to the FHLB’s
earnings and mission.
MPP principal balances declined 15
percent in 2020 to end the year at
$9.3 billion. Principal purchases
totaled $2.6 billion (consistent with
2019), and paydowns were $4.3
billion. Both purchases and paydowns
were affected by an increase in
refinancing activity by homeowners
as mortgage rates fell to historic
lows in 2020. To the extent mortgage
rates remain at these low levels,
we anticipate the trend of faster
prepayments to continue in 2021.

INVESTMENTS
We maintain an ample amount of
asset liquidity to continue to help
preserve the value of the FHLB
System’s debt franchise and to
support our goal of providing sameday funding of Advances to members
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including in periods of spikes in
Advance demand. Our investments
are also comprised of mortgagebacked securities to help supplement
profitability and support housing
markets. The FHLB’s investment
portfolio stood at $27.0 billion at
year-end 2020, down $7.3 billion
from a year earlier. Investments
averaged $32.9 billion in 2020, a
decrease of $4.9 billion (13 percent)
from 2019. The decline in the balance
of investments in 2020 was due to
decreases in both mortgage backed
securities and liquidity investments.

HOUSING AND COMMUNITY
INVESTMENT (HCI)
In 2020, the FHLB provided
affordable housing assistance to
many Fifth District members and
their communities. Our flagship
program is the Affordable Housing
Program (AHP), funded with 10
percent of our annual net income.
In 30 years of partnering with
members and housing organizations,
we have awarded or disbursed $790
million through AHP to assist more
than 98,000 households. In 2020,
we awarded or disbursed more
than $39.5 million through AHP to
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members to help 4,579 households
secure decent, affordable housing.
For 2021, the FHLB accrued nearly
$31 million for AHP, which reflects
earnings in 2020.
There are two components to
the FHLB’s AHP. Under the AHP
competitive program, in 2020 we
awarded $28.4 million in grants
through our members for the
creation or preservation of 2,356
units of affordable housing and
17 market-rate units. Under the
AHP set-aside program, called
the Welcome Home Program, we
disbursed an additional $11.1 million
to members to assist 2,206 low- and
moderate-income households with
the purchase of homes.
In support of our members during
the COVID-19 pandemic, we created
a new program, RISE, that offered
Advances with six-month terms at
zero percent interest to members.
RISE was offered from May 1 September 30, 2020, and supported
pandemic related assistance made
by all Fifth District members. In total,
$2.0 billion is RISE Advances were
available for members.
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Housing & Community Investment (HCI)
$256.1
in millions

251

TOTAL HOUSING FUNDS
AWARDED OR
DISBURSED IN 2020

MEMBERS TAKING
PART IN ONE OR MORE
HCI PROGRAMS

4,894
AFFORDABLE
HOUSING UNITS
SUPPORTED

The Carol M. Peterson Housing Fund
is a voluntary program that provides
funds to assist elderly and special
needs households with accessibility
rehab or emergency repairs to their
homes. In 2020, the FHLB disbursed
nearly $2.1 million on behalf of 332
households through members and
their affordable housing partners to
homeowners in the Fifth District.

member stockholders in 2020,
but lost 19 members to primarily
intra-district mergers. The number
of member stockholders at year-end
was 301 in Ohio, 165 in Kentucky
and 162 in Tennessee. Though the
number of members has declined, the
dollar value of assets represented by
our membership experienced no
material changes.

The Disaster Reconstruction
Program, another voluntary program,
continued to support Fifth District
residents whose homes were damaged
or destroyed by natural disasters. To
date, we have disbursed more than
$4.7 million from this fund to assist
378 households reestablish housing.

The pandemic provided unique
challenges in how we communicated
and provided educational
opportunities for members. In
2020, we focused on hosting member
events virtually while still providing
quality programs that members
found valuable. In total, we hosted
12 online and in-person events
including member facilitations, a
summer webinar series and virtual
takes on our MPP User Group and
Financial Management conferences.
All of our outreach efforts focus
on strengthening our partnership
with members and understanding
their emerging needs in the
pandemic environment.

Other FHLB housing programs
include the Community Investment
Program and Economic Development
Program. At the end of 2020, balances
under these programs were more than
$278 million.

MEMBERSHIP
AND OUTREACH
The number of member stockholders
decreased to 628 in 2020 from 640
in 2019. We approved seven new

MEMBER STOCKHOLDERS
by state
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