
FHLBank Issue Brief
How the Federal Home Loan Bank System is Funded

Overview

The Federal Home Loan Banks (FHLBanks) are 11 privately capitalized member-owned cooperatives

created by Congress in 1932 to provide reliable, collateralized liquidity to approximately 6,400

financial institution members. The FHLBanks together with the Office of Finance, a joint office of the

FHLBanks, comprise the FHLBank System. FHLBank funding is crucial in supporting housing finance

and community development throughout the country, helping members support customers and

families and powering communities through all economic conditions.

The FHLBank System is funded by private capital. Its funding model relies on member-provided

capital and market-based debt issuance, supported by a strong cooperative structure and joint

financial responsibility among the 11 regional FHLBanks.

Source of Funding

Member Capital Stock

Eligible financial institutions become members

of an FHLBank by purchasing capital stock as a

condition of membership. This stock:

Provides permanent capital to

each FHLBank

Aligns member incentives with the safety

and soundness of the cooperative

Serves as a loss-absorbing buffer ahead

of creditors

Supports each FHLBank's strong

credit profile

Activity-based Stock

Some FHLBanks also require members to

purchase and hold capital stock in proportion

to their use of FHLBank products - such as

advances and letters of credit - ensuring that

members who benefit from the System also

provide the capital that supports it.

Market-Based Debt Issuance

(Consolidated Obligations)

The primary source of funding for the FHLBanks

is the issuance of debt securities in global

capital markets. These securities, known as

consolidated obligations, include:

Consolidated discount notes (short-term)

Consolidated bonds (short-, medium-, and

long-term)

Debt is issued on behalf of the FHLBanks by the

Office of Finance, which serves as the capital

markets agent for the FHLBank System.

The principal amount of the FHLBanks'

outstanding consolidated obligations was $1.18
trillion at September 30, 2025.
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Joint and Several Liability

All consolidated obligations are backed by the joint and several liability of the 11 FHLBanks.

Every FHLBank is legally responsible for the full payment of System debt.

If one FHLBank were unable to meet its obligation, the remaining FHLBanks would be required

to pay the debt in full.

Joint and several liability enhances the safety and soundness of the FHLBank System and provides

investors with confidence that FHLBank debt will be repaid under all market conditions.
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How FHLBank Liquidity is Used
Proceeds from the issuance of consolidated

obligations through the Office of Finance are

used by the individual FHLBanks to provide

fully collateralized advances and other liquidity

products to their members in support of

housing finance and community investment.

Bottom Line

The Federal Home Loan Bank System operates

on a market-based funding model that benefits

from flexible debt issuance programs, fully

collateralized lending practices, highly rated

investment holdings, and a scalable capital

base that is designed to expand and contract

based on changing member needs.

Who Invests in FHLBank Debt

Buyers of FHLBank System debt span

the full spectrum of domestic and

international fixed-income investors,

such as:

Asset managers

State and local governments

Corporations

Insurance companies and

pension funds

Other financial institutions

Central banks

Consolidated obligations are not
obligations of the United States and are

not guaranteed by the United States.

The FHLBanks have provided reliable liquidity to their members for more than 90 years while

supporting housing finance and financial stability nationwide.

FHLBANKS
LENDING THAT POWERS COMMUNITIES

FHLBank Issue Brief | How the Federal Home Loan Bank System is Funded 3 of 3


