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	Memorandum


	Date:
	March 14, 2023

	To:
	FHFA Open Topic Input

	CC:
	File

	From:
	John Sjaastad, Corporate Treasurer

	Subject:
	FHLBank System at 100: Focusing on the Future (2023)


Thank you for the opportunity to comment on the future of the Federal Home Loan Bank of Des Moines

and the FHLBank System. As the Corporate Treasurer of a community bank serving Minnesota, Wisconsin, and North Dakota, I am aware of the pivotal role the Banks play in helping us serve the families and businesses in our communities.  I would be deeply concerned if the role of the system were to be altered or curtailed.  

As a regulated financial institution, our mission is to deliver financial solutions so that the communities we serve grow and thrive. Our partnership with the FHLBanks empowers us to meet the funding needs of our community by providing access to liquidity in the form of advances and letters of credit, with the latter being of critical importance in helping municipal entities with their banking needs.  

Access to efficiently sourced, reliable liquidity from a significant player in the global capital markets ensures that our communities have access to competitive funding throughout economic cycles.  Reducing the scope and size or otherwise altering the system to increase risk will only reduce the efficiency of the current system.  A reduction in the efficiency of a critical financial system will hurt many more people than would be helped by reducing the size and scope or fundamentally changing the risk profile of the system.

The FHLB systems works in part because it is large; the size reflects the demand for efficient funding and the ability of the system to attract large blocks of funding efficiently and transmit that through members to the communities the members serve.  The size gives the system visibility in the global capital markets and enables the system to attract and hire highly competent managers and executives.  

It is important that the model continue to serve regulated entities specifically; this limitation acts as a critical risk reduction point for the entire system.  If non-regulated entities were granted access, the capital markets will rightly respond by demanding higher compensation for lending to an inherently riskier system.  This would bring about the very inefficiency that the system has successfully overcome since its inception.   

Housing is a critical dimension of any successful community.  Housing development, however, requires infrastructure, developers, construction firms, and many other healthy contributors.  By providing efficient funding to regulated entities that serve the entirety of local and regional economies, the FHLB system ensure not only that financing is available to the developers, but also that the entire economic system has similar access to efficient funding, thereby enabling these communities to thrive and provide homes.  

To narrow the focus for the Federal Home Loan Bank on the concept of “affordable housing,” would greatly diminish the scope of benefits the system provides and do so with little hope of improving the stock of housing across the country.  The very size and reach of the FHLB system help maintain a flow of financing into housing; therefore, we must look elsewhere to see the constraints acting on the drivers of the housing stock.  Academic research indicates that restrictive building codes and other such policies are responsible for the relatively low stock and high cost of housing in many of our largest metropolitan areas.  It would be tragic to try to solve this constraint by effectively reducing the efficiency of a system that serves the financial needs of these communities.
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