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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

È QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2007

OR

‘ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File No. 000-51406

FEDERAL HOME LOAN BANK OF SEATTLE
(Exact name of registrant as specified in its charter)

Federally chartered corporation 91-0852005
(State or other jurisdiction of

incorporation or organization)
(I.R.S. Employer

Identification No.)

1501 Fourth Avenue, Suite 1800, Seattle, WA 98101-1693
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (206) 340-2300

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d)
of the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the
registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days. Yes È No ‘

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a
non-accelerated filer. See definition of “accelerated filer and large accelerated filer” in Rule 12b-2 of the
Exchange Act. (Check one):

Large accelerated filer ‘ Accelerated filer ‘ Non-accelerated filer È

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
Act). Yes ‘ No È

The registrant’s stock is not publicly traded and is generally only issued to members of the registrant. Such stock
is issued and redeemed at par value, $100 per share, and subject to certain regulatory and statutory limits. As of
July 31, 2007, the registrant had 3,620 shares of Class A stock and 22,226,451 shares of Class B stock
outstanding.
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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Federal Home Loan Bank of Seattle
Statements of Condition

As of
June 30, 2007

As of
December 31, 2006

(in thousands, except par value) (unaudited) (audited)
Assets
Cash and due from banks $ 1,387 $ 1,119
Interest-bearing deposits 3,307,000 2,165,000
Securities purchased under agreements to resell 300,000
Federal funds sold 7,420,000 2,832,000
Held-to-maturity securities* (Other FHLBanks’ consolidated obligations: $3,024,967 and

$4,224,959) (Note 2) 11,199,350 13,687,909
Advances (Note 3) 28,141,074 27,960,994
Mortgage loans held for portfolio (Note 4) 5,993,386 6,366,648
Accrued interest receivable (Other FHLBanks: $38,471 and $51,325) 321,806 323,342
Premises and equipment, net 11,357 12,622
Derivative assets (Note 7) 186,203 146,900
Other assets 20,828 18,211

Total Assets $ 56,902,391 $ 53,514,745

Liabilities and Capital
Liabilities
Deposits $ 1,047,716 $ 1,003,960
Consolidated obligations, net (Note 5):

Discount notes 4,266,040 1,495,861
Bonds 48,565,713 48,040,715

Total consolidated obligations, net 52,831,753 49,536,576

Accrued interest payable 604,685 567,585
Affordable Housing Program (AHP) 20,646 22,759
Payable to REFCORP 3,650 1,541
Derivative liabilities (Note 7) 25,609 46,846
Other liabilities 35,365 34,952
Mandatorily redeemable Class B stock (Note 6) 82,345 69,222

Total Liabilities 54,651,769 51,283,441

Commitments and Contingencies (Note 10)
Capital
Capital Stock ($100 par value), putable, issued and outstanding (Note 6):

Class A stock: 5 shares 485
Class B stock: 21,400 and 21,410 shares 2,139,987 2,140,997

Retained earnings 112,240 92,397
Accumulated other comprehensive loss (2,090) (2,090)

Total Capital 2,250,622 2,231,304

Total Liabilities and Capital $ 56,902,391 $ 53,514,745

* Fair values of held-to-maturity securities were $10,976,080 and $13,474,121 as June 30, 2007 and December 31, 2006.

The accompanying notes are an integral part of these financial statements.
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Federal Home Loan Bank of Seattle
Statements of Income

(Unaudited)

For the Three Months Ended
June 30,

For the Six Months Ended
June 30,

2007 2006 2007 2006

(in thousands)
Interest Income
Advances $ 349,966 $ 307,196 $ 707,558 $ 557,074
Prepayment fees on advances 1,024 78 2,167 422
Interest-bearing deposits 43,450 12,136 74,813 25,158
Securities purchased under agreements to resell 6,086 1,630 12,899 6,371
Federal funds sold 122,588 65,327 205,472 142,521
Held-to-maturity securities (Other FHLBanks’ consolidated

obligations: 123,415 143,614 256,713 286,929
($29,053 and $44,407 for the three months ended June 30,

2007 and 2006)
($60,557 and $89,283 for the six months ended June 30, 2007

and 2006)
Mortgage loans held for portfolio 76,683 89,046 154,773 180,368
Loans to other FHLBanks 12 18 13 18

Total interest income 723,224 619,045 1,414,408 1,198,861

Interest Expense
Consolidated obligations 674,859 595,504 1,327,191 1,143,524
Deposits 12,181 7,497 22,481 15,326
Securities sold under agreements to repurchase 4 2,361 8 6,059
Mandatorily redeemable Class B stock and other borrowings 168 33 258 44

Total interest expense 687,212 605,395 1,349,938 1,164,953

Net Interest Income 36,012 13,650 64,470 33,908
Other Income (Loss)
Service fees 410 426 814 883
Net loss from sale of held-to-maturity securities (1,292) (1,622) (3,643) (1,622)
Net (loss) gain on derivatives and hedging activities (3,506) 662 (4,693) 2,527
Net (loss) gain on early extinguishment of consolidated obligations (155) 1,745 172 1,745
Other loss, net (143) (80) (118) (78)

Total other income (loss) (4,686) 1,131 (7,468) 3,455

Other Expense
Operating expenses:

Compensation and benefits 5,636 5,504 11,293 11,201
Other operating 4,784 4,781 9,218 9,584

Federal Housing Finance Board 444 458 891 917
Office of Finance 355 318 761 693
Other 218 352 534 711

Total other expense 11,437 11,413 22,697 23,106

Income Before Assessments 19,889 3,368 34,305 14,257
Assessments
AHP 1,640 275 2,825 1,157
REFCORP 3,650 619 6,296 2,620

Total assessments 5,290 894 9,121 3,777

Net Income $ 14,599 $ 2,474 $ 25,184 $ 10,480

The accompanying notes are an integral part of these financial statements.
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Federal Home Loan Bank of Seattle
Statements of Capital

(Unaudited)

For the Six Months Ended
June 30, 2007 and 2006

Class A Stock - Putable Class B Stock - Putable Class B(1) Stock - Putable Class B(2) Stock - Putable Accumulated Other
Comprehensive

Income
Retained
Earnings

Total
CapitalShares Par Value Shares Par Value Shares Par Value Shares Par Value

(in thousands, except annualized
dividend rates)

Balance as of December 31, 2005 20,197 $2,019,731 1,128 $ 112,803 $ 68,759 $2,201,293
Issuance of stock 50 4,961 4,961
Transfers (407) (40,749) 407 40,749
Net shares classified as mandatorily

redeemable Class B stock (16) (1,582) (7) (740) (2,322)
Net income 10,480 10,480

Balance as of June 30, 2006 $ $ 19,824 $1,982,361 1,528 $ 152,812 $ 79,239 $2,214,412

Balance as of December 31, 2006 $ 21,410 $ 2,140,997 $ $ $ (2,090) $ 92,397 $2,231,304
Issuance of stock 5 490 121 12,113 12,603
Net shares classified as mandatorily

redeemable Class B stock (131) (13,123) (13,123)
Net income 25,184 25,184
Redemption of Class A stock (5) (5)
Dividends on stock:

Class A stock (5.25%)
Cash (4) (4)

Class B stock (0.50%)
Cash (5,337) (5,337)

Balance as of June 30, 2007 5 $ 485 21,400 $ 2,139,987 $ $ $ (2,090) $ 112,240 $2,250,622

The accompanying notes are an integral part of these financial statements.
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Federal Home Loan Bank of Seattle
Statements of Cash Flows

(Unaudited)

For the Six Months Ended June 30, 2007 2006

(in thousands)
Operating Activities
Net income $ 25,184 $ 10,480
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization:
Net premiums and discounts on consolidated obligations, investments, and mortgage loans held for

portfolio 50,959 17,428
Concessions on consolidated obligation bonds 3,019 2,233
Premises and equipment 1,477 1,533
Other (625)

Net realized loss from sale of held-to-maturity securities 3,643 1,622
Net decrease (increase) in fair value adjustment on derivatives and hedging activities 1,315 (14,168)
Gain on early extinguishment of debt (172) (1,745)
Net loss on disposal of premises and equipment 147 84
Decrease (increase) in accrued interest receivable 1,536 (16,201)
Increase in net accrued interest on derivatives (78,336) (38,035)
Decrease (increase) in other assets 66 (407)
Decrease in AHP liability and discount on AHP advances (2,147) (5,202)
Increase in payable to REFCORP 2,108 3,566
Increase in accrued interest payable 36,976 23,772
Increase (decrease) in other liabilities 413 (3,521)

Total adjustments 20,379 (29,041)

Net cash provided by (used in) operating activities 45,563 (18,561)

Investing Activities
Net (increase) decrease in interest-bearing deposits (1,142,000) 265,290
Net (increase) decrease in securities purchased under agreements to resell (300,000) 850,000
Net (increase) decrease in federal funds sold (4,588,000) 2,854,000
Proceeds from maturities of held-to-maturity securities 2,391,923 1,100,082
Proceeds from sales of held-to-maturity securities 1,246,357 248,378
Purchases of held-to-maturity securities (1,154,339) (877,156)
Principal collected on advances 37,946,294 48,452,054
Advances made (38,160,562) (54,025,187)
Principal collections on mortgage loans held for portfolio 369,598 443,186
Recoveries of mortgage loans held for portfolio 24
Net increase in premises and equipment (359) (1,397)

Net cash used in investment activities (3,391,088) (690,726)

The accompanying notes are an integral part of these financial statements.
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Federal Home Loan Bank of Seattle
Statements of Cash Flows – (Continued)

(Unaudited)

For the Six Months Ended June 30, 2007 2006

(in thousands)
Financing Activities
Net decrease (increase) in deposits $ 43,756 $ (108,217)
Net increase in securities sold under agreements to repurchase (196,250)
Net proceeds from issuance of consolidated obligations:

Discount notes 188,480,514 179,948,320
Bonds 20,467,872 6,075,906

Payments for maturing and retiring consolidated obligations:
Discount notes (185,754,448) (180,310,828)
Bonds (19,899,281) (4,707,409)

Proceeds from the sale of Class A stock 490
Proceeds from the sale of Class B stock 12,113 4,961
Repurchase of Class A stock (5)
Payments of interest on mandatorily redeemable Class B stock 123
Dividends paid (5,341)

Net cash provided by financing activities 3,345,793 706,483

Net increase (decrease) in cash and cash equivalents 268 (2,804)
Cash and cash equivalents at beginning of period 1,119 4,124

Cash and cash equivalents at end of period $ 1,387 $ 1,320

Supplemental Disclosures
Interest paid $ 1,312,839 $ 1,141,181
AHP payments 4,938 6,359
REFCORP payments 2,638 (946)
Real estate owned 161

The accompanying notes are an integral part of these financial statements.
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Federal Home Loan Bank of Seattle
Condensed Notes to Financial Statements – (Unaudited)

Note 1. Summary of Significant Accounting Policies and Recently Issued Accounting Standards and
Interpretations

General

• Basis of Reporting • These unaudited financial statements and condensed notes should be read in
conjunction with the 2006 audited financial statements and related notes, or the 2006 Audited Financials,
included in the 2006 annual report on Form 10-K of the Federal Home Loan Bank of Seattle, or Seattle Bank.
These unaudited financial statements and condensed notes have been prepared in conformity with accounting
principles generally accepted in the United States, or U.S. GAAP, for interim financial information. Certain
financial information that is required in the annual financial statements may not be required for interim financial
reporting purposes and has been condensed or omitted. Operating results for the six months ended June 30, 2007
are not necessarily indicative of the results that may be expected for the year ending December 31, 2007.

• Use of Estimates • The preparation of financial statements in accordance with U.S. GAAP requires
management to make assumptions and estimates. These assumptions and estimates affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities, and the reported amounts of income and
expenses. Actual results could differ from these estimates.

• Segment Disclosure • Our core business is traditional member finance, which includes making advances,
providing letters of credit, accepting deposits, and providing securities safekeeping and other services.
Historically, we offered products and services through two operating segments, traditional member finance and
the Mortgage Purchase Program, or MPP. The MPP segment consisted of mortgage loans held for portfolio as a
result of purchases from participating members. During the first quarter of 2005, we decided to exit the MPP. As
a result of this decision, Seattle Bank management no longer manages the business using separate operating
segments. As of June 30, 2007, our MPP balance has declined 40.5% to $6.0 billion from $10.1 billion as of
March 31, 2005.

Recently Issued Accounting Standards and Interpretations

• SFAS 157. Fair Value Measurements • In September 2006, the Financial Accounting Standards Board,
or FASB, issued Statement of Financial Accounting Standards No. 157, Fair Value Measurements, or SFAS 157.
In defining fair value, SFAS 157 retains the exchange price notion in earlier definitions of fair value. However,
the definition focuses on the price that would be received to sell an asset or paid to transfer a liability (an exit
price), not the price that would be paid to acquire the asset or received to assume the liability (an entry price).
SFAS 157 applies whenever other accounting pronouncements require or permit fair value measurements.
Accordingly, SFAS 157 does not expand the use of fair value in any new circumstances. SFAS 157 also
establishes a fair value hierarchy that prioritizes the information used to develop assumptions used to determine
the exit price. Under the standard, fair value measurements would be separately disclosed by level within the fair
value hierarchy. SFAS 157 is effective for financial statements issued for fiscal years beginning after
November 15, 2007 (January 1, 2008, for the Seattle Bank), and interim periods within those fiscal years. The
Seattle Bank expects to adopt SFAS 157 on January 1, 2008. We have not yet determined the impact, if any, that
the implementation of SFAS 157 will have on our results of operations or financial condition.

8
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• SFAS 159. Fair Value Option for Financial Assets and Financial Liabilities • In February 2007, the
FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities—Including an
amendment of FASB Statement No. 115, or SFAS 159, which permits us to choose to measure many financial
instruments and certain other items at fair value. The fair value option may be applied, with a few exceptions, on
an instrument-by-instrument basis. The election is irrevocable unless a new election date occurs, and the election
must be applied to an entire financial instrument and not to only specified risks, specified cash flows, or portions
of that financial instrument. Certain financial instruments, such as deposit liabilities, are not eligible for the fair
value option. The difference between the carrying amount and the fair value of eligible items for which the fair
value option is elected at the effective date will be removed from the statement of condition and included in the
cumulative effect adjustment. Those differences may include, but are not limited to: (a) unamortized concession
fees, premiums, and discounts; (b) allowance for loan losses; and (c) accrued interest, which would be reported
as part of the fair value of the eligible item. Additionally, available-for-sale and held-to-maturity securities held
at the effective date are eligible for the fair value option at that date. If the fair value option is elected for any of
those securities at the effective date, cumulative unrealized gains and losses at that date will be included in the
cumulative-effect adjustment. Upfront costs and fees related to items for which the fair value option is elected
will be recognized into operating results as incurred rather than deferred and amortized. SFAS 159 is effective
for financial statements issued after November 15, 2007, and interim periods within those fiscal years. We expect
to adopt SFAS 159 on January 1, 2008 consistent with our adoption of SFAS 157. We have not yet determined
the impact, if any, that the implementation of SFAS 159 will have on our results of operations or financial
condition.

• FIN 39-1. Amendment of FASB Interpretation No. 39 • On April 30, 2007, the FASB issued FASB
Staff Position No. 39-1 to amend FASB Interpretation No. 39, Offsetting of Amounts Related to Certain
Contracts, or FIN 39-1. The amendment permits offsetting of fair value amounts recognized for multiple
derivative instruments with fair value amounts recognized for the right to reclaim cash collateral or the obligation
to return cash collateral only if both the derivative and collateral transactions arise from the same master netting
agreement involving the same counterparty. FIN 39-1 is effective for fiscal years beginning after November 15,
2007, with early application permitted. The Seattle Bank expects to adopt FIN 39-1 on January 1, 2008. We are
currently evaluating whether to implement the cash collateral netting option included in the amendment and do
not expect implementation of FIN 39-1 to have a material impact on our results of operations or financial
condition.

Note 2. Held-To-Maturity Securities

For accounting policies and additional information concerning held-to-maturity securities, see Note 6 in our
2006 Audited Financials included in our 2006 annual report on Form 10-K.

9
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• Major Security Types • The following table summarizes our held-to-maturity securities as of June 30,
2007 and December 31, 2006.

As of June 30, 2007
Amortized

Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses
Estimated
Fair Value

(in thousands)
Non-Mortgage-Backed Securities
Commercial paper $ 99,824 $ $ (46) $ 99,778
Other U.S. agency obligations 109,599 1,226 (7) 110,818
Government-sponsored enterprises 1,185,893 13,970 (21,805) 1,178,058
Other FHLBanks’ consolidated obligations 3,024,967 (55,123) 2,969,844
State or local housing agency obligations 10,228 25 10,253

Subtotal 4,430,511 15,221 (76,981) 4,368,751

Mortgage-Backed Securities*

Government-sponsored enterprises 1,634,565 113 (87,124) 1,547,554
Other U.S. agency obligations 6,177 128 6,305
Other 5,128,097 2,932 (77,559) 5,053,470

Subtotal 6,768,839 3,173 (164,683) 6,607,329

Total $ 11,199,350 $ 18,394 $ (241,664) $ 10,976,080

As of December 31, 2006
Amortized

Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses
Estimated
Fair Value

(in thousands)
Non-Mortgage-Backed Securities
Other U.S. agency obligations $ 146,298 $ 3,073 $ $ 149,371
Government-sponsored enterprises 2,691,238 21,697 (33,725) 2,679,210
Other FHLBanks’ consolidated obligations 4,224,959 (73,113) 4,151,846
State or local housing agency obligations 12,067 77 12,144

Subtotal 7,074,562 24,847 (106,838) 6,992,571

Mortgage-Backed Securities*

Government-sponsored enterprises 1,779,877 689 (71,052) 1,709,514
Other U.S. agency obligations 6,963 102 7,065
Other 4,826,507 2,637 (64,173) 4,764,971

Subtotal 6,613,347 3,428 (135,225) 6,481,550

Total $ 13,687,909 $ 28,275 $ (242,063) $ 13,474,121

* The amortized cost of our mortgage-backed securities classified as held-to-maturity includes net discounts of $32.9 million and $35.7
million as of June 30, 2007 and December 31, 2006.

We generally execute interest-rate exchange agreements with major broker-dealers under bilateral collateral
agreements. As of June 30, 2007, we did not have any securities pledged as collateral to broker-dealers which
they cannot sell or repledge.

As of June 30, 2007 and December 31, 2006, we held $304.2 million and $366.8 million of held-to-maturity
securities purchased from members or affiliates of members who own more than 10% of our total outstanding
Class A and Class B stock and mandatorily redeemable Class B stock, or members with a representative serving
on our Board of Directors. For additional information see Note 9.

10
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• Other Federal Home Loan Banks’ Consolidated Obligations • The following table details our
consolidated obligations of other FHLBanks by primary obligor as of June 30, 2007 and December 31, 2006.

As of June 30, 2007 As of December 31, 2006

Other FHLBanks’ Consolidated Obligations
Amortized

Cost
Estimated
Fair Value

Amortized
Cost

Estimated
Fair Value

(in thousands)
FHLBank of Boston $ $ $ 450,000 $ 449,419
FHLBank of Des Moines 1,879,967 1,837,422 1,879,959 1,830,756
FHLBank of San Francisco 1,145,000 1,132,422 1,895,000 1,871,671

Total $ 3,024,967 $ 2,969,844 $ 4,224,959 $ 4,151,846

• Temporary Impairment • The following tables summarize our held-to-maturity securities with gross
unrealized losses, aggregated by major security type and length of time that individual securities have been in a
continuous unrealized loss position as of June 30, 2007 and December 31, 2006.

Less than 12 months 12 months or more Total

As of June 30, 2007
Estimated
Fair Value

Gross
Unrealized

Losses
Estimated
Fair Value

Gross
Unrealized

Losses
Estimated
Fair Value

Gross
Unrealized

Losses

(in thousands)
Non-Mortgage-Backed Securities
Commercial paper $ 99,778 $ (46) $ $ $ 99,778 $ (46)
Other U.S. agency obligations 1,357 (7) 1,357 (7)
Government-sponsored enterprises 776,276 (21,805) 776,276 (21,805)
Other FHLBanks’ consolidated obligations 2,969,844 (55,123) 2,969,844 (55,123)

Subtotal 101,135 (53) 3,746,120 (76,928) 3,847,255 (76,981)

Mortgage-Backed Securities
Government-sponsored enterprises 68,682 (325) 1,456,651 (86,799) 1,525,333 (87,124)
Other 927,362 (2,815) 2,091,211 (74,744) 3,018,573 (77,559)

Subtotal 996,044 (3,140) 3,547,862 (161,543) 4,543,906 (164,683)

Total $ 1,097,179 $ (3,193) $ 7,293,982 $ (238,471) $ 8,391,161 $ (241,664)

Less than 12 months 12 months or more Total

As of December 31, 2006
Estimated
Fair Value

Gross
Unrealized

Losses
Estimated
Fair Value

Gross
Unrealized

Losses
Estimated
Fair Value

Gross
Unrealized

Losses

(in thousands)
Non-Mortgage-Backed Securities
Government-sponsored enterprises $ $ $ 2,269,882 $ (33,725) $ 2,269,882 $ (33,725)
Other FHLBanks’ consolidated obligations 4,151,846 (73,113) 4,151,846 (73,113)

Subtotal 6,421,728 (106,838) 6,421,728 (106,838)

Mortgage-Backed Securities
Government-sponsored enterprises 1,601,347 (71,052) 1,601,347 (71,052)
Other 318,767 (3,454) 2,432,972 (60,719) 2,751,739 (64,173)

Subtotal 318,767 (3,454) 4,034,319 (131,771) 4,353,086 (135,225)

Total $ 318,767 $(3,454) $10,456,047 $(238,609) $10,774,814 $(242,063)
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The gross unrealized losses on the held-to-maturity portfolio as of June 30, 2007 and December 31, 2006
were related to declining market values as a result of overall increases in market interest rates. As June 30, 2007,
172 of our investment positions had gross unrealized losses totaling $241.7 million, with the total estimated fair
value of these positions being approximately 97.2% of their carrying value. Of these 172 positions, 127 positions
had gross unrealized losses for at least 12 months. As of December 31, 2006, 149 of our investment positions had
gross unrealized losses totaling $242.1 million, with the total estimated fair value of these positions being
approximately 97.8% of their carrying value. Of these 149 positions, 139 positions had gross unrealized losses
for at least 12 months.

We reviewed our investment security holdings as of June 30, 2007 and December 31, 2006, and determined
that all unrealized losses reflected above were temporary, based in part on the creditworthiness of the issuers and
the underlying collateral. Furthermore, we have both the ability and the intent to hold such securities until we
recover the unrealized losses in fair value.

• Redemption Terms • The amortized cost and estimated fair value of held-to-maturity securities by
contractual maturity as of June 30, 2007 and December 31, 2006 are shown below. Expected maturities of some
securities and mortgage-backed securities will differ from contractual maturities because borrowers may have the
right to call or prepay obligations with or without call or prepayment fees.

As of June 30, 2007 As of December 31, 2006

Term to Maturity
Amortized

Cost
Estimated
Fair Value

Amortized
Cost

Estimated
Fair Value

(in thousands)
Non-Mortgage-Backed Securities, excluding Other

FHLBanks’ Consolidated Obligations
Due in one year or less $ 400,497 $ 399,011 $ 1,817,899 $ 1,805,823
Due after one year through five years 647,152 630,117 576,466 557,000
Due after five years through 10 years 301,550 312,854 388,332 410,035
Due after 10 years 56,345 56,925 66,906 67,867

Subtotal 1,405,544 1,398,907 2,849,603 2,840,725

Other FHLBanks’ Consolidated Obligations
Due in one year or less 500,000 499,312 1,700,000 1,691,215
Due after one year through five years 2,524,967 2,470,532 2,524,959 2,460,631

Subtotal 3,024,967 2,969,844 4,224,959 4,151,846

Mortgage-Backed Securities
Due after one year through five years 1,674 1,673 2,120 2,161
Due after five years through 10 years 57,945 57,274 29,267 28,927
Due after 10 years 6,709,220 6,548,382 6,581,960 6,450,462

Subtotal 6,768,839 6,607,329 6,613,347 6,481,550

Total $ 11,199,350 $ 10,976,080 $ 13,687,909 $ 13,474,121

• Losses on the Sale of Held-to-Maturity Securities • We recorded net realized losses of $1.3 million and
$3.6 million during the three and six months ended June 30, 2007 and $1.6 million on sales of held-to-maturity
securities during the three months ended June 30, 2006. There was no comparable activity in the first three
months of 2006. The proceeds received of $1.2 billion and $1.0 billion on the sales of held-to-maturity securities
in the first six months of 2007 and in 2006 were for securities that were within three and six months of maturity
or had returned at least 85% of the principal outstanding from the date of acquisition.
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Note 3. Advances

For accounting policies and additional information concerning advances, see Note 7 in our 2006 Audited
Financials included in our 2006 annual report on Form 10-K.

• Redemption Terms • We had advances outstanding, including Affordable Housing Program, or AHP,
advances, at interest rates ranging from 1.78% to 8.62% as of June 30, 2007 and December 31, 2006. As of
June 30, 2007 and December 31, 2006, AHP-advance interest rates ranged from 2.80% to 5.99%.

The following table summarizes the amount and weighted average interest rate of our advances by term to
maturity.

As of June 30, 2007 As of December 31, 2006

Year of Maturity Amount

Weighted
Average
Interest
Rate % Amount

Weighted
Average
Interest
Rate %

(in thousands, except interest rates)
Due in one year or less $ 17,645,638 5.27 $ 16,139,522 5.24
Due in one year through two years 4,601,522 5.19 6,425,043 5.21
Due in two years through three years 1,572,008 4.86 1,238,398 4.63
Due in three years through four years 729,874 5.13 902,522 5.09
Due in four years through five years 1,051,791 4.76 782,108 4.97
Thereafter 2,601,880 4.64 2,499,226 4.62

Total par value $ 28,202,713 5.15 $ 27,986,819 5.14

Overdrawn demand deposit accounts 865 2,361
Discount on advances (6,277) (6,708)
Commitment fees (956) (1,020)
Discount on AHP advances (251) (285)
Derivatives hedging adjustments (55,020) (20,173)

Total $ 28,141,074 $ 27,960,994

Generally, advances may only be prepaid by the member paying us a prepayment fee that makes us
financially indifferent to the prepayment. Prepayment fees received in connection with the restructure of an
existing advance are included in “discounts on advances.” We offer callable advances to members, which the
member may prepay on certain call dates without incurring prepayment or termination fees. As of June 30, 2007
and December 31, 2006, we had no callable advances outstanding. We also make putable advances in which we
have a right to terminate the advance at our discretion. We had putable advances outstanding of $3.4 billion and
$3.2 billion as of June 30, 2007 and December 31, 2006.

• Concentration Risk • Our credit risk from advances is concentrated among commercial banks and savings
institutions. As of June 30, 2007 and December 31, 2006, we had advances of $15.9 billion outstanding to two
member institutions, Bank of America Oregon, N.A. and Washington Mutual Bank, F.S.B., representing 56.4%
and 56.8% of total advances outstanding as of those dates. The income from advances to these member
institutions totaled $385.1 million and $274.7 million for the six months ended June 30, 2007 and 2006. We held
sufficient collateral to cover the advances to these institutions, and, as a result, we do not expect to incur any
credit losses on these advances. These same two members, Bank of America Oregon, N.A. and Washington
Mutual Bank, F.S.B., held more than 10% of our total outstanding Class A and Class B stock and mandatorily
redeemable Class B stock as of June 30, 2007 and December 31, 2006. See Note 9 for additional information. No
other member institutions held advances in excess of 10% of our total advances outstanding as of June 30, 2007
and December 31, 2006.
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• Interest-Rate Payment Terms • The following table summarizes advances by interest-rate payment
terms.

Interest-Rate Payment Terms
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Fixed rate $ 12,215,562 $ 15,663,821
Variable rate 15,657,151 12,182,998
Floating-to-fixed convertible 330,000 140,000

Total par value $ 28,202,713 $ 27,986,819

Note 4. Mortgage Loans Held for Portfolio

For accounting policies and additional information concerning mortgage loans held for portfolio, see Note
10 in our 2006 Audited Financials included in our 2006 annual report on Form 10-K.

As of June 30, 2007 and December 31, 2006, 86.5% and 88.8% of our outstanding mortgage loans held for
portfolio had been purchased from one participating member, Washington Mutual Bank, F.S.B. This member
owned more than 10% of our total outstanding Class A and Class B stock and mandatorily redeemable Class B
stock as of June 30, 2007 and December 31, 2006. For more information, see Note 9.

The following table summarizes information on mortgage loans held for portfolio.

Mortgage Loans Held for Portfolio
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Fixed, medium-term*, single-family mortgage loans $ 955,330 $ 1,041,407
Fixed, long-term, single-family mortgage loans 5,011,546 5,295,225

Total loan principal 5,966,876 6,336,632
Unamortized premiums 66,336 73,110
Unamortized discounts (39,826) (43,094)

Total $ 5,993,386 $ 6,366,648

* Medium-term is defined as a term of 15 years or less.

The principal balance of mortgage loans held for portfolio as of June 30, 2007 and December 31, 2006 was
comprised of government-insured mortgage loans totaling $259.9 million and $292.1 million and conventional
mortgage loans totaling $5.7 billion and $6.0 billion. See Note 8 for the estimated fair value of the mortgage
loans held for portfolio as of June 30, 2007 and December 31, 2006.

As of June 30, 2007, we had $33.4 million of mortgage loans delinquent 90 days or more, compared to
$42.8 million as of December 31, 2006, and we had no mortgage loans on nonaccrual status as of either of such
dates because of the credit enhancements available to us. Mortgage loans are considered impaired when, based
on current information and events, it is probable that we will be unable to collect all principal and interest
amounts due according to the contractual terms of the mortgage loan agreement. As of June 30, 2007 and
December 31, 2006, we held no impaired mortgage loans. Based on our analysis of the mortgage loan portfolio,
we have determined that the credit enhancement provided by the members, including the lender risk account and
supplemental mortgage insurance, is sufficient to absorb inherent credit losses and that an allowance for credit
loss is unnecessary.
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As of June 30, 2007 and December 31, 2006, the Seattle Bank had 17 and 11 mortgage loans totaling $3.1
million and $1.8 million in foreclosure. As of June 30, 2007 and December 31, 2006, the Seattle Bank’s other
assets included $309,000 and $147,000 of real estate owned resulting from foreclosure of two and one mortgage
loans held by the Seattle Bank. The real estate, which is carried at the lower of market, less estimated selling
costs, or carrying value, is currently being evaluated for disposal.

Note 5. Consolidated Obligations

For accounting policies and additional information concerning consolidated obligations, see Note 13 in our
2006 Audited Financials included in our 2006 annual report on Form 10-K.

• Interest-Rate Payment Terms • The following table summarizes the par value of consolidated obligation
bonds outstanding by interest-rate payment terms.

Interest-Rate Payment Terms
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Fixed $ 47,904,660 $ 46,756,090
Step-up 40,000 235,000
Variable 820,000 1,230,000
Range 30,000

Total par value $ 48,794,660 $ 48,221,090

• Redemption Terms • The following table summarizes our participation in consolidated obligation bonds
outstanding by term to maturity.

As of June 30, 2007 As of December 31, 2006

Term to Maturity Amount

Weighted
Average
Interest
Rate % Amount

Weighted
Average
Interest
Rate %

(in thousands, except interest rates)
Due in one year or less $ 18,157,125 4.85 $ 20,272,290 4.87
Due after one year through two years 9,062,550 4.53 9,586,050 4.38
Due after two years through three years 5,876,020 5.02 5,206,520 4.87
Due after three years through four years 3,070,475 4.92 2,453,300 4.63
Due after four years through five years 3,242,290 5.39 1,586,865 5.14
Thereafter 9,386,200 5.36 9,116,065 5.37

Total par value 48,794,660 4.95 48,221,090 4.87
Premiums 24,546 27,641
Discounts (52,447) (74,809)
Derivatives hedging adjustments (201,046) (133,207)

Total $ 48,565,713 $ 48,040,715

The amounts in the table above include consolidated obligation bonds obtained through transfers of $1.5
billion par value from the FHLBank of Chicago and $50.0 million par value from the FHLBank of Pittsburgh,
which transfers included $33.8 million and $32.1 million of associated original bond discount as of June 30, 2007
and December 31, 2006.

Consolidated obligation bonds outstanding as of June 30, 2007 and December 31, 2006, include callable
bonds, which we may prepay on certain call dates without incurring prepayment or termination fees, totaling
$25.6 billion and $24.5 billion. We continue to classify our debt as callable after the last call date has passed.
Simultaneous with such a debt issue, we may also enter into an interest-rate exchange agreement (in which we
pay variable and receive fixed cash flows) with a call feature that mirrors the option embedded in the debt (e.g., a
sold callable swap). The combined sold callable swap and callable debt allows us to provide members with more
economically priced, variable interest-rate funding.
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The following table summarizes the par value of consolidated obligation bonds outstanding by callable and
putable terms.

Callable and Putable Terms
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Non-callable or non-putable $ 22,785,310 $ 23,300,375
Callable 25,605,250 24,516,615
Putable 404,100 404,100

Total par value $ 48,794,660 $ 48,221,090

The following table summarizes the par value of consolidated obligation bonds outstanding by term to
maturity or next call date.

Term to Maturity or Next Call Date
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Due in one year or less $ 34,888,375 $ 35,279,905
Due after one year through two years 5,748,000 4,711,000
Due after two years through three years 2,003,020 2,704,520
Due after three years through four years 1,000,475 841,300
Due after four years through five years 830,290 529,865
Thereafter 4,324,500 4,154,500

Total par value $ 48,794,660 $ 48,221,090

• Consolidated Obligation Discount Notes • Consolidated obligation discount notes are issued to raise
short-term funds. Discount notes are consolidated obligations with original maturities up to one year. These notes
are issued at less than their face amount and redeemed at par value when they mature.

The following table summarizes the par value, the net discounts, the concessions, the book value and the
weighted average interest rate for our consolidated discount notes.

Book Value & Weighted Average Interest Rate
As of

June 30, 2007
As of

December 31, 2006

(in thousands, except interest rates)
Par value $ 4,289,937 $ 1,496,508
Discounts, net (23,843) (643)
Concessions (54) (4)

Book value $ 4,266,040 $ 1,495,861

Weighted Average Interest Rate 4.97% 4.86%
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Note 6. Capital

For accounting policies and additional information concerning capital, see Note 14 in our 2006 Audited
Financials included in our 2006 annual report on Form 10-K.

• Capital Requirements • As of June 30, 2007 and December 31, 2006, we were in compliance with our
capital rules and requirements. In addition, for regulatory purposes, mandatorily redeemable stock, discussed
further below, is considered permanent capital. The following table shows our regulatory capital requirements
compared to our actual capital position.

As of June 30, 2007 As of December 31, 2006

Regulatory Capital Requirements Required Actual Required Actual

(in thousands, except for ratios)
Risk-based capital * $ 360,481 $ 2,334,572 $ 325,782 $ 2,302,616
Total capital-to-assets ratio 4.00% 4.10% 4.00% 4.30%
Total regulatory capital 2,276,096 2,335,057 2,140,590 2,302,616
Leverage ratio 5.00% 6.16% 5.00% 6.45%
Leverage capital 2,845,120 3,502,343 2,675,737 3,453,922

* Excludes Class A stock

• Supervisory Capital Requirements • On January 11, 2007, the Finance Board terminated the agreement,
which we refer to as the Written Agreement, between the Seattle Bank and the Finance Board dated as of
December 10, 2004. Subsequently, on January 26, 2007, our Board authorized us to lower our minimum
capital-to-assets ratio from 4.25% to 4.05%. Previous to the termination of the Written Agreement, we
maintained a minimum supervisory capital-to-assets ratio of 4.25%, which was required under our business plan
submitted to the Finance Board in April 2005, and accepted by the Finance Board in May 2005. We were in
compliance with the applicable supervisory capital requirements as required in 2007 and 2006.

• Dividends • Generally, under our Capital Plan, our Board can declare and pay dividends, in either cash or
capital stock, from retained earnings or current net earnings. However, in September 2006, the Board adopted a
resolution limiting dividends on Class A stock to cash, and on December 28, 2006, the Finance Board adopted a
resolution limiting an FHLBank from issuing stock dividends, if, after the issuance of a stock dividend, the
outstanding excess stock at the FHLBank would be greater than 1.00% of its total assets. As of June 30, 2007 and
December 31, 2006, we had excess stock of $901.7 million and $902.2 million or 1.58% and 1.69% of our total
assets.

To meet Finance Board conditions for the acceptance of our business plan, our Board adopted a policy on
May 18, 2005, suspending indefinitely the declaration or payment of any Class B dividends and providing that
any future dividend declaration or payment generally may be made only after prior approval of the Director of
the Office of Supervision.

On December 8, 2006, the Director of the Office of Supervision granted us a waiver, at the request of our
Board, to resume paying quarterly dividends beginning with the fourth quarter of 2006. The waiver contained
dividend limitations imposed by our Board as a condition to the Finance Board’s acceptance in 2005 of our
business plan. The dividend limitation identified in the waiver generally provides that dividend payments may
not exceed 50.0% of year-to-date GAAP net income. For additional information on the parameters of the
dividend waiver, see “Part II. Item 7. Management’s Discussion and Analysis of Financial Condition and Results
of Operations – Capital Resources and Liquidity – Capital Resources – Capital Plan Amendments and Board
Policies Regarding Seattle Bank Stock” of our 2006 annual report on Form 10-K.

The dividend limitations will remain in effect until we receive written approval from the Director of the
Office of Supervision removing such limitations. There can be no assurance that our Board will declare
dividends, if any, to the fullest extent permitted for any period.
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In April 2007, pursuant to the waiver received from the Director of the Office of Supervision in December
2006, our Board declared dividends of $0.15 per share on our Class B stock and $1.29 per share on our Class A
stock based upon the average amount of such stock held during the first quarter of 2007. The dividends were paid
in May 2007.

• Mandatorily Redeemable Class B Stock • As of June 30, 2007 and December 31, 2006, we had $82.3
million and $69.2 million in Class B stock subject to mandatory redemption with payment subject to a five-year
waiting period from the time of the request with 21 and 16 members and former members. These amounts have
been classified as “mandatorily redeemable Class B stock” in the Statements of Condition.

• Capital Concentration • Two members, Washington Mutual Bank, F.S.B. and Bank of America Oregon,
N.A., held collectively 37.8% and 38.0% of our total outstanding Class A and Class B stock, including
mandatorily redeemable Class B stock, as of June 30, 2007 and December 31, 2006. See Note 9 for additional
information. No other member held more than 10% of our outstanding Class A and Class B stock and
mandatorily redeemable Class B stock as of these dates.

Note 7. Derivatives and Hedging Activities

For accounting policies and additional information concerning derivatives and hedging activities, see Note
16 in our 2006 Audited Financials included in our 2006 annual report on Form 10-K.

For the six months ended June 30, 2007 and 2006, we recorded a $4.7 million net loss and a $2.5 million net
gain on derivatives and hedging activities in other income. The $4.7 million net loss for the six-month period
ended June 30, 2007 was comprised of a $3.8 million net loss on fair value hedges and a $916,000 net loss on
economic hedges. The $2.5 million net gain for the six-month period ended June 30, 2006 was comprised of a
$2.3 million net gain on fair value hedges and a $243,000 net gain on economic hedges. We had no cash flow
hedges, which are designated when hedging the exposure to variable cash flows of a forecasted transaction,
during the six months ended June 30, 2007 and 2006.

The following table summarizes the outstanding notional amounts and estimated fair values of the
derivatives outstanding as of June 30, 2007 and December 31, 2006.

As of June 30, 2007 As of December 31, 2006

Derivative Notional Amounts
and Estimated Fair Values Notional

Estimated
Fair Value Notional

Estimated
Fair Value

(in thousands)
Interest-rate swaps

Fair value $ 35,164,870 $ (137,348) $ 31,486,621 $ (120,698)
Economic 1,145,950 (197) 1,172,450 137

Interest-rate cap/floor
Fair value 140,000 980 140,000 1,085
Economic 450,000 591 450,000 1,299

Total $ 36,900,820 (135,974) $ 33,249,071 (118,177)

Accrued interest 296,568 218,231

Net derivative balances $ 160,594 $ 100,054

Derivative balances
Assets $ 186,203 $ 146,900
Liabilities (25,609) (46,846)

Net derivative balances $ 160,594 $ 100,054
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The fair values of embedded derivatives presented on a combined basis with the related consolidated
obligation bonds consisted of $84,000 in unrealized net loss related to $370.0 million in consolidated obligation
bonds outstanding as of June 30, 2007. This compares to $193,000 in unrealized net loss related to $530.0
million in consolidated obligation bonds outstanding as of December 31, 2006.

Note 8. Estimated Fair Value

For accounting policies and additional information concerning estimated fair values, see Note 17 in our
2006 Audited Financials and “Item 7. Management’s Discussion and Analysis of Financial Condition and Results
of Operations – Critical Accounting Policies and Estimates” included in our 2006 annual report on Form 10-K.

• Fair Value Summary Table • The following tables summarize the carrying value and estimated fair values of
our financial instruments as of June 30, 2007 and December 31, 2006.

As of June 30, 2007 Carrying Value

Net
Unrealized

Gains
(Losses)

Estimated
Fair Value

(in thousands)
Financial Assets
Cash and due from banks $ 1,387 $ $ 1,387
Interest-bearing deposits 3,307,000 379 3,307,379
Securities purchased under agreements to resell 300,000 300,000
Federal funds sold 7,420,000 (486) 7,419,514
Held-to-maturity securities 11,199,350 (223,270) 10,976,080
Advances 28,141,074 22,191 28,163,265
Mortgage loans held for portfolio 5,993,386 (335,781) 5,657,605
Accrued interest receivable 321,806 321,806
Derivative assets 186,203 186,203

Total Financial Assets $ 56,870,206 $ 56,333,239

Financial Liabilities
Deposits $ (1,047,716) $ 11 $ (1,047,705)
Consolidated obligations:

Discount notes (4,266,040) 1,228 (4,264,812)
Bonds (48,565,713) 210,776 (48,354,937)

Accrued interest payable (604,685) (604,685)
Derivative liabilities (25,609) (25,609)
Mandatorily redeemable Class B stock (82,345) (82,345)

Total Financial Liabilities $ (54,592,108) $ (54,380,093)

Other
Commitments to extend credit for advances $ (956) $ $ (956)
Commitments to issue consolidated obligation bonds (60) (60)
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As of December 31, 2006 Carrying Value

Net
Unrealized

Gains
(Losses)

Estimated
Fair Value

(in thousands)
Financial Assets
Cash and due from banks $ 1,119 $ $ 1,119
Interest-bearing deposits 2,165,000 (35) 2,164,965
Federal funds sold 2,832,000 (12) 2,831,988
Held-to-maturity securities 13,687,909 (213,788) 13,474,121
Advances 27,960,994 41,687 28,002,681
Mortgage loans held for portfolio 6,366,648 (195,971) 6,170,677
Accrued interest receivable 323,342 323,342
Derivative assets 146,900 146,900

Total Financial Assets $ 53,483,912 $ 53,115,793

Financial Liabilities
Deposits $ (1,003,960) $ 12 $ (1,003,948)
Consolidated obligations:

Discount notes (1,495,861) 541 (1,495,320)
Bonds (48,040,715) 122,595 (47,918,120)

Accrued interest payable (567,585) (567,585)
Derivative liabilities (46,846) (46,846)
Mandatorily redeemable Class B stock (69,222) (69,222)

Total Financial Liabilities $ (51,224,189) $ (51,101,041)

Other
Commitments to extend credit for advances $ (1,020) $ $ (1,020)
Commitments to issue consolidated obligation bonds 296 296

Note 9. Transactions with Related Parties and other FHLBanks

• Transactions with Members • We are a cooperative whose members own our capital stock and may
receive dividends on their investments in our stock. In addition, certain former members that have outstanding
transactions with us, such as advances, are also required to maintain their investment in our capital stock until the
transactions mature or are paid off and the capital stock is redeemed. Virtually all our advances are issued to
members, and all mortgage loans held for portfolio were purchased from members. We also maintain demand
deposit accounts for members, primarily to facilitate settlement activities that are directly related to advances and
mortgage loan purchases. Such transactions with members are entered into in the normal course of business. In
instances where a member also has an officer or director who is a director of the Seattle Bank, transactions with
such a member are subject to the same eligibility and credit criteria, as well as the same terms and conditions, as
other similar transactions, although the Board of Directors has imposed certain restrictions on the repurchase of
stock held by members who have officers or directors on our board. For purposes of these financial statements,
we define related parties as those members with Class A and Class B stock outstanding in excess of 10% of our
total outstanding Class A and Class B stock and mandatorily redeemable Class B stock.

In addition, we have investments in federal funds sold, interest-bearing deposits, and mortgage-backed
securities with members or their affiliates. All investments are transacted at market prices and mortgage-backed
securities are purchased through securities brokers or dealers. In addition, in the past we entered into offsetting
interest-rate exchange agreements, acting as an intermediary between offsetting derivative transactions with
members and other counterparties, although we discontinued offering this service as a standard product in
mid-2004. These transactions were also executed at market rates.

For member transactions related to:

• concentration associated with advances, see Note 3;

• concentration associated with mortgage loans held for portfolio, see Note 4;

• concentration associated with capital stock, see Note 6; and
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• concentration of investments in held-to-maturity securities purchased from members or affiliates of
certain members, see Note 2.

The following tables set forth information with respect to the Seattle Bank’s outstanding transactions with
members and their affiliates and former members and their affiliates as of June 30, 2007 and December 31, 2006.

Outstanding Transactions
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Assets
Cash $ 197 $ 356
Interest-bearing deposits 314,000
Federal funds sold 606,000
Held-to-maturity securities 1,904,844 1,712,166
Advances * 28,077,887 27,907,730
Mortgage loans held for portfolio 5,987,756 6,361,091
Accrued interest receivable 201,256 208,659
Derivative assets 108,440 66,346

Total Assets $ 37,200,380 $ 36,256,348

Liabilities
Deposits $ 1,022,261 $ 985,000
Mandatorily redeemable Class B stock 67,978 59,269
Derivative liabilities 19 116

Total liabilities $ 1,090,258 $ 1,044,385

Other
Notional amount of derivatives $ 13,760,589 $ 10,154,274
Letters of credit $ 152,869 $ 135,627

* Includes the effect of associated derivatives with members or their affiliates.

For the Six Months Ended June 30, 2007 2006

(in thousands)
Interest Income
Advances * $ 698,835 $ 545,593
Prepayment fees on advances 2,167 422
Interest-bearing deposits 1,103 4,149
Federal funds sold 16,670 10,944
Held-to-maturity securities 47,376 45,208
Mortgage loans held for portfolio 154,644 185,169

Total interest income 920,795 791,485

Interest Expense
Deposits 21,810 14,920
Consolidated obligations * 6,032 3,410
Mandatorily redeemable Class B stock 241

Total interest expense 28,083 18,330

Net Interest Income $ 892,712 $ 773,155

Other Income (Loss)
Service fees 814 883
Net loss on derivatives and hedging activities (6,571) (637)
Other income (loss) (27) 81

Total other income (loss) $ (5,784) $ 327

* Includes the effect of associated derivatives with members or their affiliates.
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• Transactions with Certain Members • The following tables set forth information at the dates and for the
periods indicated with respect to the Seattle Bank’s transactions with:

• members and former members holding more than 10% of the outstanding shares of our capital stock at
each respective period end;

• members or former members with a representative serving on our Board of Directors at any time
during the respective dates or during the respective periods; and

• affiliates of the foregoing members or former members.

Transactions with Certain Members
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Assets
Cash $ 197 $ 356
Federal funds sold 332,000
Held-to-maturity securities 304,206 366,799
Advances * 18,286,697 18,923,425
Mortgage loans held for portfolio 5,433,230 5,770,420
Accrued interest receivable 146,804 163,115
Derivative assets 32,274 12,106

Total Assets $ 24,535,408 $ 25,236,221

Liabilities
Deposits 13,633 33,412

Total liabilities $ 13,633 $ 33,412

Other
Notional amount of derivatives $ 2,359,900 $ 808,650
Letters of credit $ 6,579 $ 10,594

* Includes the effect of associated derivatives with members or their affiliates.

For the Six Months Ended June 30, 2007 2006

(in thousands)
Interest Income
Advances * $ 442,792 $ 347,714
Federal funds sold 7,051 7,811
Held to maturity securities 9,187 9,555
Mortgage loans held for portfolio 144,780 167,961

Total interest income 603,810 533,041

Interest Expense
Deposits 556 769
Consolidated obligations * (565) 400

Total interest expense (9) 1,169

Net Interest Income $ 603,819 $ 531,872
Other Income (Loss)
Net loss on derivatives and hedging activities (2,162) (42)
Other income (loss) 10 (16)

Total other income (loss) $ (2,152) $ (58)

* Includes the effect of associated derivatives with members or their affiliates.

• Transactions with Other FHLBanks • Our transactions with other FHLBanks are identified on the face
of our financial statements. For additional information on our investments in other FHLBanks’ consolidated
obligation bonds, see Note 2, and for debt transfers from other FHLBanks, see Note 5.
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Note 10. Commitments and Contingencies

For accounting policies and additional information concerning commitments and contingencies, see Note 18
in our 2006 Audited Financials included in our 2006 annual report on Form 10-K.

We have not recognized a liability for our joint and several obligation related to other FHLBanks’
consolidated obligations as of June 30, 2007 and December 31, 2006. The par amounts of all the FHLBanks’
outstanding consolidated obligations for which we are jointly and severally liable, net of interbank holdings,
were approximately $953.1 billion and $947.3 billion as of June 30, 2007 and December 31, 2006.

The FHLBank Act authorizes the U.S. Treasury, at its discretion, to purchase consolidated obligations of the
FHLBanks aggregating not more than $4.0 billion. The Secretary of the U.S. Treasury determines the terms,
conditions, and interest rates. There were no such purchases by the U.S. Treasury during the six months ended
June 30, 2007 or in the year ended December 31, 2006.

Commitments that legally bind and unconditionally obligate us for additional advances totaled $37.6 million
and $46.2 million, as of June 30, 2007 and December 31, 2006. Commitments generally are for periods of up to
12 months. Standby letters of credit were approximately $152.9 million and $135.6 million as of June 30, 2007
and December 31, 2006 and had original terms of one month to 15 years, with a final expiration in 2015. Based
on our credit analyses and collateral requirements, we do not consider it necessary to have any provision for
credit losses on these commitments.

We have entered into a standby bond purchase agreement with a state housing authority, whereby we agree
to purchase and hold the authority’s bonds until the designated marketing agent can find a suitable investor or the
housing authority repurchases the bond according to a schedule established by the standby agreement. The bond
purchase agreement expires in May 2008. Total commitments for bond purchases were $66.0 million as of
June 30, 2007 and $68.9 million as of December 31, 2006.

As of June 30, 2007 and December 31, 2006, we had no investments that had been traded but not settled.
We had entered into agreements to issue $655.0 million and $850.0 million par value of consolidated obligation
bonds as of June 30, 2007 and December 31, 2006. We had no agreements outstanding to issue consolidated
obligation discount notes as of June 30, 2007 and December 31, 2006.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Forward-Looking Statements

This report contains forward-looking statements that are subject to risk and uncertainty. These statements
describe the expectations of the Federal Home Loan Bank of Seattle, or the Seattle Bank, regarding future events
and developments, including future operating results, growth in assets, and continued success of our products.
These statements include, without limitation, statements as to future expectations, beliefs, plans, strategies,
objectives, events, conditions, and financial performance. The words “will,” “believe,” “expect,” “intend,”
“may,” “could,” “should,” “anticipate,” and words of similar nature are intended in part to help identify forward-
looking statements.

Future results, events, and developments are difficult to predict, and the expectations described in this
report, including any forward-looking statements, are subject to risk and uncertainty that may cause actual results
to differ materially from those we currently anticipate. Consequently, there is no assurance that the expected
events and developments will occur. See “Part I. Item 1A. Risk Factors” of our 2006 annual report on Form 10-K
and “Part II. Item 1A. Risk Factors,” of this report, for additional information on risks and uncertainties.

Factors that may cause actual results, events, and developments to differ materially from those discussed in
this report include, among others, the following:

• a significant change in interest rates;

• withdrawal of one or more large members or significant decreases in business from large members, or
consolidation among our members;

• competition from other alternative sources of funding available to our members, including other
Federal Home Loan Banks, or FHLBanks;

• adverse changes in the market prices of our financial instruments, or our failure to effectively hedge
these instruments;

• changes in investor demand for consolidated obligations or changes in our ability to participate in the
issuance of consolidated obligations;

• our members’ willingness to do business with us despite limitations on our payment of dividends and
continuing restrictions on repurchases of excess Class B stock;

• effects of the late 2006 amendments to our capital plan, as amended, which we refer to as our Capital
Plan, including amendments regarding the creation of an excess stock pool and authorization of
Class A stock to support new advances;

• failure to satisfy hedge accounting criteria under the accounting principles generally accepted in the
United States, or U.S. GAAP, in hedging our interest-rate risk;

• legislative or regulatory changes or actions initiated by the Federal Housing Finance Board, or the
Finance Board, or other body, that could cause us to modify our current structure, policies, or business
operations;

• changes in accounting rules or in the interpretation of existing accounting rules;

• negative changes in our credit agency ratings or ratings applicable to the FHLBanks, the Finance
Board, and the Office of Finance, or collectively the FHLBank System;

• the need to make principal or interest payments on behalf of another FHLBank as a result of the joint
and several liability of all FHLBanks for consolidated obligations;

• adverse changes in local and national economic conditions; and
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• events such as terrorism, natural disasters, or other catastrophic events that could disrupt the financial
markets where we obtain funding, our borrowers’ ability to repay advances, the value of the collateral
that we hold, or our ability to conduct business in general.

These cautionary statements apply to all related forward-looking statements, wherever they appear in this
report. We do not undertake to update any forward-looking statements that we make in this report or that we may
make from time to time.

Overview

The Seattle Bank, a federally chartered corporation and one of 12 FHLBanks, is a cooperative that is owned
by member financial institutions located within our district, which includes Alaska, Hawaii, Idaho, Montana,
Oregon, Utah, Washington, and Wyoming, as well as the U.S. territories of American Samoa, Guam, and the
Northern Mariana Islands. All federally insured depository institutions and insurance companies engaged in
residential housing finance and community financial institutions located in the Seattle Bank’s district are eligible
to apply for membership. Our primary business activity is providing loans, or advances, to our members and
eligible housing associates. We also work with our members and a variety of other entities, including non-profit
organizations, to provide affordable housing and community economic development funds through direct subsidy
grants and low- or no-interest loans, to benefit individuals and communities in need. We fund these grants and
loans through the Affordable Housing Program, or AHP, and a number of other community investment
programs.

Our principal funding source is consolidated obligations issued by the Office of Finance on our behalf. We
are primarily liable for repayment of consolidated obligations issued on our behalf and jointly and severally
liable for the consolidated obligations issued on behalf of the other FHLBanks.

Recent Developments

In February 2007, Mr. James E. Gilleran, our president and chief executive officer, announced his
resignation effective April 30, 2007, and our Board of Directors, or Board, appointed Mr. Richard M. Riccobono
as our president and chief executive officer effective May 1, 2007.

On July 26, 2007, the Board declared a $1.31 per share dividend on average Class A stock outstanding
during the second quarter of 2007 and a $0.15 per share dividend on average Class B stock outstanding during
the second quarter of 2007. The dividends will be paid prior to the end of the third quarter of 2007.

On July 26, 2007, Mark R. Szczepaniak, executive vice president and chief financial officer, tendered his
resignation effective August 31, 2007. Mr. Szczepaniak is leaving the Seattle Bank to pursue an opportunity at
another institution.

As of August 9, 2007, our advances outstanding have increased by $3.9 billion, of which 97.0% have
maturities after September 30, 2007. We believe this increase is primarily due to our members turning to us for
funding, as a result of recent volatility in the capital markets.

Quarterly Summary

This discussion and analysis reviews our financial condition as of June 30, 2007 and December 31, 2006
and our results of operations for the three and six months ended June 30, 2007 and 2006. This discussion should
be read in conjunction with our 2006 annual report on Form 10-K, including “Part II. Item 8. Financial
Statements and Supplementary Data” and “Item 1. Financial Statements” in this report.
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As of June 30, 2007, we had total assets of $56.9 billion, total deposits of $1.0 billion, and retained earnings
of $112.2 million, compared to total assets of $53.5 billion, total deposits of $1.0 billion, and retained earnings of
$92.4 million as of December 31, 2006. The increase in assets primarily resulted from reducing our
capital-to-assets ratio to a target of 4.10% during the first quarter 2007 from a target of 4.30% during 2006, in
order to more fully use our capital and increase net interest income.

The Seattle Bank’s net income increased by $12.1 million and $14.7 million, to $14.6 million and $25.2
million for the three and six months ended June 30, 2007, compared to the same periods in 2006. The increases in
net income for the three- and six-month periods were primarily due to an increase in net interest income resulting
from reinvesting proceeds from maturing low-yielding investments, including among others, the consolidated
obligations of other FHLBanks, into higher-yielding short-term investments such as federal funds.

Our financial condition as of June 30, 2007 and operating results for the three and six months ended
June 30, 2007 are not necessarily indicative of the financial condition and the operating results that may be
expected as of or for the year ending December 31, 2007 or any future dates or periods.

We expect to increase our advance balance and our interest income from advances through continued use of
differential pricing, introduction of additional advance product offerings, and members’ use of certain changes to
our Capital Plan that were adopted to encourage increased advance activity. Advance balances will vary from
time to time as a result of changes in member demand, changes in market conditions, and other factors.
Assuming future growth in our advances and a substantially unchanged interest-rate environment, we anticipate
continued improvement in net income for the remainder of 2007 and later years.
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Financial Highlights

The following table presents a summary of certain financial information for the Seattle Bank for the periods
indicated:

Selected Financial Data
June 30,

2007
March 31,

2007
December 31,

2006
September 30,

2006
June 30,

2006

(in millions, except ratios)
Statements of Condition (at period end)
Total assets $ 56,902 $ 56,474 $ 53,515 $ 53,491 $ 53,189
Cash and investments (1) 22,227 24,190 18,686 19,423 19,143
Advances 28,141 25,653 27,961 27,156 26,936
Mortgage loans held for portfolio 5,993 6,188 6,367 6,557 6,774
Deposits and other borrowings 1,048 1,076 1,004 876 890
Primary obligations on consolidated obligations 52,832 52,419 49,537 49,657 49,388
Affordable Housing Program (AHP) 21 21 23 24 26
Payable to Resolution Funding

Corporation (REFCORP) 4 3 2 2 1
Class B, B(1), and B(2) stock - putable 2,140 2,131 2,141 2,136 2,135
Total capital 2,251 2,230 2,231 2,225 2,214

Statements of Income
(for the three-month period ending)

Interest income $ 723 $ 691 $ 670 $ 664 $ 619
Net interest income 36 28 21 22 14
Other income (loss) (5) (3) 1
Other expense 11 11 12 10 11
Income before AHP and REFCORP assessments 20 14 9 12 3
AHP and REFCORP assessments 5 4 2 3 1
Net income 15 11 7 9 2

Dividends
(for the three-month period ending)

Dividends paid in cash $ 3 $ 2 $ 2 $ $
Annualized dividend rate

Class A stock 5.25% N/A N/A N/A N/A
Class B, B(1), and B(2) stock - putable 0.60% 0.40% 0.10% N/A N/A

Dividend payout ratio 21.90% 20.20% 34.60% N/A N/A

Financial Statistics
(for the three-month period ending)

Return on average equity 2.61% 1.93% 1.10% 1.63% 0.45%
Return on average assets 0.10 0.08 0.05 0.07 0.02
Equity-to-assets ratio (2) 4.10 4.17 4.30 4.30 4.30
Total capital-assets ratio (3) 4.10 4.10 4.30 4.29 4.29
Net interest margin (4) 0.26 0.21 0.16 0.17 0.10

(1) Investments include, among other things, interest-bearing deposits in banks, securities purchased under agreements to resell, federal
funds sold, and held-to-maturity securities.

(2) Equity-to-assets ratio is average capital stock, including mandatorily redeemable stock, plus retained earnings and accumulated other
comprehensive income, divided by the total average assets.

(3) Total capital-to-assets ratio is capital stock, including mandatorily redeemable stock plus retained earnings, divided by the total assets at
the end of the period.

(4) Net interest margin is net interest income divided by the average earning assets.
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Financial Condition

Our assets principally consist of advances, investments, and mortgage loans held for portfolio. The
composition of our assets changed during the first six months of 2007 from year-end 2006, primarily due to an
increase in our short-term investments as a result of lowering our capital-to-assets ratio to a target of 4.10% from
a target of 4.30% in order to more fully use our capital to earn interest income while maintaining liquidity to fund
advances. We seek to continue to increase our advances by using differential pricing, offering additional advance
products, offering the purchase of Class A stock with a six-month redemption period, and, for a limited time,
permitting the use of an excess stock pool to support additional advances. Over time, we expect our advances to
increase, our mortgage loan portfolio to decrease as mortgage loans are paid off due to our exit from the
Mortgage Purchase Program, or MPP, and our investments to decrease as a percentage of our total assets,
although these balances will vary from time to time as a result of changes in member demand, changes in market
conditions, and other factors.

The following table summarizes our total assets by major asset classes, as of the dates indicated.

Asset Classes as a Percentage of Total Assets
As of

June 30, 2007
As of

December 31, 2006

(in percentages)
Advances 49.5 52.2
Investments 39.1 34.9
Mortgage loans held for portfolio 10.5 11.9
Other assets 0.9 1.0

Total 100.0 100.0

We obtain funding to support our business primarily through the issuance, by the Office of Finance on our
behalf, of debt securities in the form of consolidated obligations. We also rely on member deposits and on the
issuance of our equity securities to our members in connection with their membership and their utilization of our
products. Restrictions on our ability to repurchase our Class B stock prior to the end of the five-year redemption
period and limitations on our ability to pay dividends on our capital stock have reduced our members’
willingness to purchase our stock and, therefore, have limited the amount of capital we receive from the issuance
of stock.

We report our assets, liabilities, and commitments in accordance with U.S. GAAP, including the market
value of our assets, liabilities, and commitments, which we also review for purposes of risk management. The
differences between the carrying value and market value of our assets, liabilities, and commitments are
unrealized market value gains or losses. As of June 30, 2007, we had net unrealized market value losses of
$325.0 million. Because of these net unrealized market value losses, the ratio of the market value of our equity to
the book value of our equity was 85.6% as of June 30, 2007. Our net unrealized market value losses increased
from $245.0 million reported as of December 31, 2006, largely due to a significant increase in the unrealized
market value losses of our mortgage loans held for portfolio, partially offset by an increase in unrealized market
value gains of our consolidated obligations.

We discuss the material changes in each of our principal categories of assets and liabilities and our capital
stock in more detail below.

Advances

Advances increased by $180.1 million, to $28.1 billion, as of June 30, 2007, compared to December 31,
2006. For the three and six months ended June 30, 2007, new advances totaled $19.9 billion and $38.2 billion,
while maturing advances totaled $17.4 billion and $37.9 billion. This level of activity was lower than that of the
same periods of 2006, when new advances totaled $31.9 billion and $54.0 billion and maturing advances totaled
$26.9 billion and $48.5 billion due primarily to decreased advances business with one of our largest members.
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As of June 30, 2007, five members held 70.3% of our outstanding advances compared to 69.5% as of
December 31, 2006. Two of these members, Bank of America Oregon, N.A. and Washington Mutual Bank,
F.S.B., had advances totaling 56.4% of the par value of our outstanding advances as of June 30, 2007 (Bank of
America Oregon, N.A. with 37.6% and Washington Mutual Bank, F.S.B. with 18.8%) compared to those
members holding 56.8% as of December 31, 2006 (Bank of America Oregon, N.A. with 36.0% and Washington
Mutual Bank, F.S.B. with 20.8%). No other borrower held over 10% of our outstanding advances as of June 30,
2007 or December 31, 2006. Because a large concentration of our advances is held by only a few members,
changes in their borrowing decisions can significantly affect the amount of our advances outstanding. As we
refocus our business on our advances, we expect that the concentration of advances with our largest borrowers
will remain significant for at least the remainder of 2007 and several years beyond.

As of June 30, 2007, 62.6% of the par value of our advance portfolio had a remaining term to maturity of
one year or less, compared to 57.7% as of December 31, 2006, primarily due to short-term advance activity with
our largest members. The percentage of variable interest-rate advances as a portion of our total advance balance
as of June 30, 2007 increased to 55.5%, compared to 43.5% as of December 31, 2006, primarily due to the first
quarter decrease in fixed interest-rate advances and their subsequent replacement with a higher percentage of
variable interest-rate advances held by one of our largest members. The total weighted-average interest rate on
our advance portfolio as of June 30, 2007 and December 31, 2006, was 5.15% and 5.14%, reflecting the lack of
movement of interest rates during the first six months of 2007.

For additional information on advances see Note 7 in “Part II. Item 8. Financial Statements and
Supplementary Data” of our annual report on Form 10-K and Note 3 in “Item 1. Financial Statements” in this
report.

Member Demand for Advances. Many factors affect the demand for advances, including changes in interest
rates and changes in member funding needs. Members regularly evaluate financing options relative to our
advance products and pricing. The Seattle Bank’s pricing alternatives include: differential pricing, advance
window daily market pricing, and auction funding, through which borrowers can generally save five basis-points
or more, but which is offered only two times per week and for limited terms. Excluding cash management
advances, for the six months ended June 30, 2007, the amount of differentially priced advances accounted for
72.3% of new advances, compared to 79.5% for the year ended December 31, 2006. The decrease in
differentially priced advances was primarily due to the reduction in short-term advance volumes during the first
quarter of 2007 with our largest members. Excluding cash management advances, the amount of window
advances and auction-priced advances accounted for 17.7% and 10.0% of the advances made for the six months
ended June 30, 2007, compared to 10.0% and 10.5% of advances made for 2006.

We believe that the use of differential pricing gives us greater flexibility to compete with regard to interest
rates for more advance business. This means that interest rates on advances may be lower for some members than
for others in order to be competitive with lower interest rates available to those members that have alternative
funding sources. In general, our larger members have more alternative funding sources and are able to access
funding at lower interest rates than our smaller members. We believe that the use of differential pricing has
helped to increase our advance balance since 2005 and will continue to do so in the future.

The demand for advances may be affected by the manner in which we may pay dividends on the stock our
members are required to purchase in connection with such advances and any applicable restrictions on their
ability to have that stock redeemed or repurchased by us that may be in effect on the date of redemption or
repurchase. During the first six months of 2007 and in 2006, demand for advances, particularly those that
required new stock purchases, was limited as a result of our action in May 2005 to suspend the declaration or
payment of dividends and to suspend the repurchase of Class B stock prior to the end of the statutory five-year
redemption period, without prior approval of the Finance Board’s Director of the Office of Supervision in each
case. We believe that our resumption of quarterly dividend payments in December 2006 pursuant to a waiver
from the Director of the Office of Supervision may contribute to increased advances, particularly those that may
require new stock purchases.
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In December 2006, we implemented a number of amendments to our Capital Plan, including the creation of
an excess stock pool and Class A stock. The excess stock pool allows a member, for new or renewing advance
activity with terms consistent with the capital plan, to satisfy its total stock purchase requirement by relying on
Seattle Bank capital that is associated with total outstanding excess stock. We believe that the creation of the
excess stock pool and a Class A stock with a six-month redemption feature will contribute to the continued
growth of our advance portfolio, notwithstanding the current restrictions relating to our repurchase of Class B
stock and limitations on the payment of dividends, because members will have greater borrowing and investment
flexibility. As of June 30, 2007, 15 of our members were using stock from the excess stock pool to support $2.9
billion in additional advances.

Credit Risk. Our credit risk from advances is concentrated in commercial banks and savings institutions. As
of June 30, 2007 and December 31, 2006, we had advances of $15.9 billion outstanding to two members, which
represented 56.4% and 56.8% of our total advances outstanding. We held sufficient collateral to fully secure the
advances to these members, and, as a result, we do not expect to incur any credit losses on these advances.

Investments

We maintain a portfolio of short-term investments and a portfolio of long-term investments for liquidity
purposes and to generate returns on our capital. Short-term investments generally include federal funds sold and
other money market instruments, and long-term investments generally include mortgage-backed securities and
agency obligations.

The following table summarizes our investments, both short- and long-term, as of the dates indicated.

Short- and Long-Term Investments
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Short-Term Investments
Federal funds sold $ 7,420,000 $ 2,832,000
Interest-bearing deposits 3,307,000 2,165,000
Securities purchased under agreements to resell 300,000
Commercial paper 99,824

Total short-term investments $ 11,126,824 $ 4,997,000

Long-Term Investments
Other FHLBanks’ consolidated obligations 3,024,967 4,224,959
Mortgage-backed securities 6,768,839 6,613,347
Other U.S. agency obligations 109,599 146,298
Government-sponsored enterprise obligations 1,185,893 2,691,238
State or local housing agency obligations 10,228 12,067

Total long-term investments $ 11,099,526 $ 13,687,909

Total investments $ 22,226,350 $ 18,684,909

During 2006, we significantly reduced our short-term investments as our advance balance increased. During
the first six months of 2007, we increased our short-term investments in order to more fully use our capital and
provide liquidity to fund advances while staying within our minimum operating capital-to-assets ratio of 4.05%,
which was approved by our Board in January 2007. Going forward, we expect to continue to manage our
business to a capital-to-assets ratio of 4.10%, subject to applicable regulatory requirements, although our actual
capital-to-assets ratio may vary from our target. We expect over time that as our advance balance increases, our
short-term investments, primarily federal funds, will decline as a percentage of our total assets.
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As of June 30, 2007 and December 31, 2006, we held $7.3 billion and $10.5 billion, in held-to-maturity
investments with unrealized losses of $238.5 million and $238.6 million that had been in an unrealized loss
position for over 12 months. The unrealized losses relating to our held-to-maturity investments as of June 30,
2007 and December 31, 2006 were related to declining market values as a result of overall increases in market
interest rates and widening credit spreads. Based on the creditworthiness of the issuers and underlying collateral,
we believe that these unrealized losses represent temporary impairments. See Note 2 in “Item 1. Financial
Statements” in this report for tables summarizing the held-to-maturity securities with unrealized losses as of
June 30, 2007 and December 31, 2006.

Consolidated Obligations of Other FHLBanks. Our investment in other FHLBanks’ consolidated obligation
bonds of $3.0 billion as of June 30, 2007 represented a decrease of $1.2 billion from our investment in such
bonds as of December 31, 2006. The decrease was primarily due to sales and maturities of certain of these
consolidated obligation bonds during the first quarter of 2007.

Mortgage-Backed Securities. Finance Board regulations limit each FHLBank’s investment in mortgage-
backed securities, at the time a security is purchased, to 300% of a bank’s regulatory capital, which in our case is
comprised of capital stock, retained earnings, and mandatorily redeemable capital stock. Our investment in
mortgage-backed securities represented 289.9% and 287.2% of our regulatory capital as of June 30, 2007 and
December 31, 2006. Mortgage-backed securities as of June 30, 2007 and December 31, 2006, included $785.3
million and $1.0 billion in Federal Home Loan Mortgage Corporation, or Freddie Mac, mortgage-backed
securities and $849.3 million and $758.1 million of investments in Federal National Mortgage Association, or
Fannie Mae, mortgage-backed securities. The remaining investment in mortgage-backed securities is rated
“AAA” (or its equivalent) by a nationally recognized statistical rating organization, or NRSRO, such as Moody’s
Investor Services, or Moody’s, and Standard & Poor’s.

Government-Sponsored Enterprises (GSEs). Our held-to-maturity investments in GSEs, excluding our
investments in consolidated obligations of other FHLBanks, consist primarily of unsecured debt securities of
Fannie Mae and Freddie Mac. These securities are not guaranteed, directly or indirectly, by the U.S. government.
Fannie Mae securities totaled $406.0 million and $908.5 million and Freddie Mac securities totaled $481.0
million and $1.5 billion, as of June 30, 2007, and December 31, 2006. These securities represented 4.0% and
12.8% of total investments as of such dates. The decrease in GSE debt securities as of June 30, 2007, compared
to December 31, 2006, is primarily due to maturities of such securities. Finance Board regulations limit any
investments in the debt of any one GSE to the lower of 100% of our capital or the capital of the GSE, with the
exception of the investment in other FHLBank consolidated obligations, in which we can no longer invest
without Finance Board approval.

Mortgage Loans Held for Portfolio

The par balance of our mortgage loans held for portfolio consisted of $5.7 billion and $6.0 billion in
conventional mortgage loans and $259.9 million and $292.1 million in government-insured mortgage loans as of
June 30, 2007 and December 31, 2006. The decrease during the six months ended June 30, 2007 was due to our
receipt of $369.6 million in principal payments. As a result of our decision to exit the MPP, we ceased entering
into new master commitment contracts in 2005 and terminated all open contracts.

As of June 30, 2007, 86.5% of our outstanding mortgage loan portfolio consisted of mortgage loans
originally purchased from our largest participating member, Washington Mutual Bank, F.S.B.
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The following table summarizes the activity and other information related to our mortgage loan portfolio, as
of the dates indicated.

Mortgage Loan Portfolio Activity
As of

June 30, 2007
As of

December 31, 2006

(in thousands, except percentages and FICO scores)
Mortgage loan par balance, beginning of period $ 6,336,632 $ 7,182,542
Mortgage loans transferred to real estate owned (170) (373)
Maturities and principal amount received (369,586) (845,537)

Mortgage loan par balance at period end 5,966,876 6,336,632

Mortgage loan net premium balance, beginning of period 30,016 33,065
Net premium recovery from repurchases (9) (92)
Net premium amortization (3,497) (2,957)

Mortgage loan net premium balance at period end 26,510 30,016

Total mortgage loans held for portfolio $ 5,993,386 $ 6,366,648

Premium balance as a percent of mortgage loan par amounts 0.44% 0.47%
Average FICO score* at origination 746 745
Average loan-to-value ratio at origination 64.49% 64.81%

* The Fair Isaac Credit Organization, or FICO, score is a standardized credit score used as an indicator of consumer financial
responsibility, based on credit history.

Derivative Assets and Liabilities

As of June 30, 2007 and December 31, 2006, we held derivative assets, including associated accrued interest
receivable and payable, of $186.2 million and $146.9 million and derivative liabilities of $25.6 million and $46.8
million. The changes in these balances reflect the effect of interest-rate changes on the fair value of our
derivatives, as well as expirations and terminations of outstanding interest-rate exchange agreements and entry
into new interest-rate exchange agreements in the six months ended June 30, 2007.

The notional amount of interest-rate exchange agreements increased by $3.7 billion, to $36.9 billion, as of
June 30, 2007, compared to December 31, 2006. The increase was primarily related to our increased use of
interest-rate exchange agreements to lower our cost of funds and reduce our interest-rate risk. For additional
information, see “Item 3. Quantitative and Qualitative Disclosures About Market Risk.”

Consolidated Obligations

Our principal liabilities are the consolidated obligation discount notes and bonds issued on our behalf by the
Office of Finance, and to a significantly lesser degree, a variety of other funding sources such as our member
deposits. Although we are jointly and severally liable for all consolidated obligations issued by the Office of
Finance on behalf of all of the FHLBanks, we report only the portion of consolidated obligations issued on our
behalf for which we are the primary obligor. As of June 30, 2007, Standard and Poor’s and Moody’s Investor
Service’s outlooks for the Seattle Bank were stable. For additional information on consolidated obligations, see
“Part I. Item 1. Business – Debt Financing – Consolidated Obligations” in our 2006 annual report on Form 10-K.

Consolidated Obligation Discount Notes. Our allocated portion of the FHLBank System’s combined
consolidated discount notes increased by $2.8 billion as of June 30, 2007 compared to December 31, 2006,
primarily to finance short-term investments that were purchased in accordance with our strategy of managing our
business to a target capital-to-assets ratio of 4.10%.

Consolidated Obligation Bonds. Our allocated portion of the FHLBank System’s combined consolidated
obligation bonds outstanding was a par amount of $48.8 billion and $48.2 billion as of June 30, 2007 and
December 31, 2006.
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Our callable debt increased by $1.1 billion as of June 30, 2007, to $25.6 billion, compared to December 31,
2006, primarily due to growth in our structured funding portfolio. We use structured funding, consisting of
interest-rate swapped consolidated obligation bonds which may contain option features, to reduce our funding
cost and manage our liquidity. The relative increase in our use of callable debt reflects more favorable pricing of
callable consolidated obligation bonds with associated interest-rate exchange agreements relative to unswapped
consolidated discount notes.

During the three and six months ended June 30, 2007, we called $2.8 billion and $8.9 billion in fixed
interest-rate consolidated obligations with weighted-average interest-rates of 5.47% and 5.46%, and cancelled the
associated interest-rate agreements, resulting in a net loss of $526,000 and $199,000. During the three-month and
six-month period ended June 30, 2007, we extinguished $9.9 million in callable consolidated obligations, which
resulted in a gain of $371,000. In the three months and six months ended June 30, 2006, we extinguished $175.2
million in fixed-rate debt with a weighted-average interest rate of 6.15%. This extinguishment resulted in a net
gain of $1.7 million on the consolidation obligations.

Capital Resources and Liquidity

Our capital resources consist of capital stock held by our members and several nonmember stockholders,
retained earnings, and other comprehensive income. The amount of our capital resources does not take into
account our joint and several liability for the consolidated obligations of other FHLBanks. See Note 6 in “Item 1.
Financial Statements” in this report for additional information. Our principal sources of liquidity are the proceeds
from the issuance of consolidated obligations and our short-term investments.

Capital Resources

Our capital resources increased $19.3 million for the six months ended June 30, 2007, from December 31,
2006. The increase for the six months ended June 30, 2007 was driven primarily by changes in the amount of our
retained earnings.

Seattle Bank Stock. In December 2006, we amended our Capital Plan to allow for, among other things, the
creation of: (i) a single Class B stock, (ii) a Class A stock, which may be used to satisfy a member’s activity-based
stock purchase requirement and may be redeemed upon six months’ notice, and (iii) an excess stock pool, which
may be used to support certain additional advances without requiring a member to purchase additional stock.

Prior to our implementation of the December 2006 amendments to our Capital Plan, the Seattle Bank had
two classes of capital stock, Class B(1) stock and Class B(2) stock. In December 2006, our Class B(1) stock and
Class B(2) stock were converted into a single Class B stock. As with the previous classes of Class B stock, Class
B stock can be issued, redeemed, and repurchased only at par value, $100 per share. Class B stock is generally
redeemable five years after written notice from the member. All stock redemptions are subject to restrictions set
forth in the FHLBank Act, Finance Board regulations, our Capital Plan, and applicable resolutions, if any,
adopted by our Board. As of June 30, 2007 and December 31, 2006, our Class B stock totaled $2.2 billion, with
$284.8 million and $207.5 million in Class B stock redemption requests and requests to withdraw from
membership. All of the Class B stock related to member withdrawals has been classified as mandatorily
redeemable Class B stock in our Statements of Condition.

As of June 30, 2007, the balance of our Class A stock was $485,000. As of June 30, 2007, the Seattle Bank
had excess stock of $901.7 million, with 15 of our members using stock from the excess stock pool to support
$2.9 billion in additional advances.

For additional information on our Capital plan amendments implemented in December 2006, see “Part II.
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations – Capital
Resources and Liquidity – Capital Resources – Capital Plan Amendments and Board Policies Regarding Seattle
Bank Stock” in our 2006 annual report on Form 10-K.
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Retained Earnings and Dividends. In general, our retained earnings represent our net income after the
payment of any dividends to our members. During the six months ended June 30, 2007, our net income increased
to $25.2 million, compared to $10.5 million for the same period in 2006.

Under our Capital Plan, our Board can declare and pay dividends either in cash or capital stock (although
pursuant to Board resolution, Class A stock dividends must be paid in cash) from retained earnings or current net
earnings. In December 2006, the Finance Board issued a final rule that prohibits an FHLBank from declaring and
paying stock dividends if its excess stock balance is greater than one percent of its total assets. As of June 30,
2007, the Seattle Bank had excess stock of $901.7 million, or 1.58% of total assets, and is currently prohibited
from issuing stock dividends.

In September 2004, our Board adopted a revised retained earnings policy in accordance with Finance Board
guidance. Under this policy, we establish retained earnings targets each quarter based on criteria including,
among other things, market-, credit-, and operations-risk components. In April 2007, the Board approved a
revised mechanism, which added, among other things, a component equal to one year of operating expenses, for
determining the target level of retained earnings and established a new target of $138.0 million. As of
December 31, 2006, the retained earnings target was set $102.0 million. We reported retained earnings of $112.2
million and $92.4 million as of June 30, 2007 and December 31, 2006.

Under a Board policy adopted in December 2006 (following a related waiver from the Finance Board’s
Director of the Office of Supervision), we are limited to paying dividends no greater than 50% of our
year-to-date earnings until, among other requirements, our retained earnings target has been met and the Finance
Board’s Director of Supervision removes our dividend restriction. Our longer term goal is to pay members a
market-based dividend, subject to applicable dividend restrictions and capital requirements. On July 26, 2007, the
Board declared a $1.31 per share dividend on average Class A stock outstanding during the second quarter of
2007 and a $0.15 per share dividend on average Class B stock outstanding during the second quarter of 2007.
The cash dividends will be paid in August 2007.

For additional information on our dividend policy, see “Part II. Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations – Capital Resources and Liquidity – Retained
Earnings and Dividends” in our 2006 annual report on Form 10-K.

Statutory Capital Requirements. We are subject to three capital requirements. As of June 30, 2007 and
December 31, 2006, we were in compliance with these statutory capital requirements. These requirements are as
follows:

First, we are required to hold at all times risk-based capital at least equal to the sum of our credit-risk capital
requirement, market-risk capital requirement, and operations-risk capital requirement, calculated in accordance with
federal laws and regulations. Only permanent capital, defined as retained earnings and Class B stock, can satisfy the
risk-based capital requirement. Mandatorily redeemable Class B stock is included in our permanent capital based on
a directive from the Finance Board. Class A stock and accumulated other comprehensive income are considered
nonpermanent capital. The Finance Board has the authority to require us to maintain a greater amount of permanent
capital than is required by the risk-based capital requirement, but has not exercised such authority.
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The following table presents our permanent capital and risk-based capital requirements as of June 30, 2007
and December 31, 2006.

Permanent and Risk-Based Capital Requirements
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Permanent Capital
Class B stock $ 2,139,987 $ 2,140,997
Mandatorily redeemable Class B stock 82,345 69,222
Retained earnings 112,240 92,397

Permanent capital $ 2,334,572 $ 2,302,616

Risk-Based Capital Requirement
Credit risk 159,188 140,870
Market risk 118,105 109,732
Operations risk 83,188 75,180

Risk-based capital requirement $ 360,481 $ 325,782

Second, we are required to maintain at all times a total regulatory capital-to-assets ratio of at least 4.00%.
Total capital is the sum of permanent capital, Class A stock, any general loss allowance, if consistent with U.S.
GAAP and not established for specific assets, and other amounts from sources determined by the Finance Board
as available to absorb losses. Pursuant to action taken by our Board in January 2007, our minimum
capital-to-assets ratio is currently set at 4.05%. Between December 2004 and January 2007, under the terms of
the business plan, the Board had set our minimum capital-to-assets ratio at 4.25%.

The following table presents our capital-to-assets ratios as of June 30, 2007 and December 31, 2006.

Capital-to-Assets Ratios
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Minimum Board-approved capital (4.05% of total assets as of June 30, 2007

and 4.25% as of December 31, 2006) $ 2,304,547 $ 2,274,377
Total permanent capital 2,334,572 2,302,616
Capital-to-assets ratio (total capital as a percentage of total assets) 4.10% 4.30%

Third, we are required to maintain a 5.00% minimum leverage ratio based on leverage capital, which is the
sum of permanent capital weighted by a 1.5 multiplier plus nonpermanent capital. A minimum leverage ratio,
which is defined as leverage capital divided by total assets, is intended to ensure that we maintain sufficient
amount of permanent capital.

The following table presents our leverage ratios as of June 30, 2007 and December 31, 2006.

Leverage Ratios
As of

June 30, 2007
As of

December 31, 2007

(in thousands, except percentages)
Minimum leverage capital (5.00% of total assets) $ 2,845,120 $ 2,675,737
Leverage capital (includes 1.5 weighting factor applicable to permanent

capital) 3,502,343 3,453,922
Leverage ratio (leverage capital as a percentage of total assets) 6.16% 6.45%

Liquidity

We are required to maintain liquidity in accordance with federal laws and regulations, and policies
established by our Board. In addition, in their asset and liability management planning, members may look to the
Seattle Bank as a source of standby liquidity. We seek to meet our members’ credit and liquidity needs, while
complying with regulatory requirements and board-established policies, without maintaining excessive holdings
of low-yielding liquid investments or incurring unnecessarily high borrowing costs. We actively manage our
liquidity to preserve stable, reliable, and cost-effective sources of funds to meet all current and future normal
operating financial commitments.
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Our primary sources of liquidity are short-term investments and the proceeds of new consolidated obligation
issuances. Secondary sources of liquidity are other short-term borrowings, including federal funds purchased, and
securities sold under agreements to repurchase. Member deposits and capital are also liquidity sources. To ensure
that adequate liquidity is available to meet our requirements, we monitor and forecast our future cash flows and
anticipated member liquidity needs, and we adjust our funding and investment strategies as needed. Our access to
liquidity may be negatively affected by, among other things, rating agency actions and changes in demand for
FHLBank System debt or regulatory action that would limit debt issuances.

Federal regulations require the FHLBanks to maintain, in the aggregate, unpledged qualifying assets equal
to the consolidated obligations outstanding. Qualifying assets are cash, secured advances, assets with an
assessment or rating at least equivalent to the current assessment or rating of the consolidated obligations,
mortgage loans or other securities of or issued by the U.S. government or its agencies, and securities that
fiduciary and trust funds may invest in under the laws of the state in which the FHLBank is located. The
following table presents our compliance with this requirement as of June 30, 2007 and December 31, 2006.

Unpledged Qualifying Assets
As of

June 30, 2007
As of

December 31, 2006

(in thousands)
Outstanding debt $ 52,831,753 $ 49,536,576
Aggregate qualifying assets 56,684,003 53,337,012

We maintain contingency liquidity plans designed to enable us to meet our obligations and the liquidity
needs of our members in the event of operational disruptions at the Seattle Bank or the Office of Finance or
financial market disruptions. These include back-up funding sources in the repurchase and federal funds markets.
In addition, in the event of a financial market disruption in which the FHLBank System is not able to issue
consolidated obligations, we could pledge our held-to-maturity investment portfolio to borrow funds. Our
investment portfolio includes high-quality investment securities that are readily marketable. Our long-term
investments include mortgage-backed securities and U.S. agency obligations, of which almost 100% were rated
“AAA” by Standard & Poor’s or “Aaa” by Moody’s as of June 30, 2007.

As of June 30, 2007, we also were in compliance with other federal laws and regulations and policies
established by our Board relating to liquidity. For additional information on our statutory liquidity requirements,
see “Part I. Item 1. Business—Regulation—Liquidity Requirements.” of our 2006 annual report on Form 10-K.

Contractual Obligations and Other Commitments

The following table presents our contractual obligations and commitments as of June 30, 2007.

As of June 30, 2007
Payment Due by Period

Contractual Obligations and Commitments
Less than 1

Year 1 to 3 Years 3 to 5 Years Thereafter Total

(in thousands)
Member term deposits $ 109,835 $ $ $ $ 109,835
Consolidated obligations 18,157,125 14,938,570 6,312,765 9,386,200 48,794,660
Consolidated obligation bonds traded not settled 230,000 280,000 30,000 115,000 655,000
Derivative liabilities 25,609 25,609
Mandatorily redeemable capital stock 64,336 18,009 82,345
Operating leases 2,659 5,835 6,197 2,629 17,320

Total contractual obligations $ 18,525,228 $ 15,288,741 $ 6,366,971 $ 9,503,829 $ 49,684,769

Other Commitments
Commitments for additional advances $ 30,901 $ 6,686 $ $ $ 37,587
Standby letters of credit 144,957 7,510 329 73 152,869
Standby bond purchase agreements 65,955 65,955
Unused lines of credit and other commitments 50,000 50,000

Total other commitments $ 291,813 $ 14,196 $ 329 $ 73 $ 306,411
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In June 2006, the FHLBanks and the Office of Finance entered into the Federal Home Loan Banks P&I
Funding and Contingency Plan Agreement, or the Contingency Agreement, effective in July 2006. The
FHLBanks and the Office of Finance entered into the Contingency Agreement in response to the Board of
Governors of the Federal Reserve System revising its Policy Statement on Payments System Risk concerning the
disbursement by the Federal Reserve Banks of interest and principal payments on securities issued by GSEs, such
as the FHLBanks. Under the Contingency Agreement, in the event that one or more FHLBanks does not fund its
principal and interest payments under a consolidated obligation by deadlines agreed upon by the FHLBanks, the
other FHLBanks will be responsible for those payments in the manner described in the Contingency Agreement.
We have not funded any consolidated obligation principal and interest payments under the Contingency
Agreement.

Results of Operations

For the Three and Six Months Ended June 30, 2007 and 2006

The Seattle Bank’s net income increased by $12.1 million and $14.7 million, to $14.6 million and $25.2
million, for the three and six months ended June 30, 2007, compared to the same periods in 2006. The increases
in net income for the three- and six-month periods were primarily due to increased net interest income resulting
from reinvesting proceeds from maturing low-yielding investments in consolidated obligations of other
FHLBanks into higher-yielding short-term investments and decreasing our target capital-to-assets ratio to 4.10%
from 4.30%. Partially offsetting the improved net interest income were net other losses on derivatives and
hedging activities.

Net interest income increased by $22.4 million and $30.6 million, to $36.0 million and $64.5 million for the
three and six months ended June 30, 2007, compared to the same periods in 2006, as a result of increases in
short-term interest rates, which favorably impacted our short-term advance rates as well as our short-term
investment rates. The $1.2 billion in funds from the maturity and sale of low-yielding consolidated obligations of
other FHLBanks in the first quarter of 2007, which were reinvested in higher-yielding short-term investments,
also increased net interest income.

As discussed above, as of June 30, 2007, we had a net unrealized market value loss of $325.0 million, which
is not reflected in our Statement of Condition. See “— Financial Condition,” “Item 8. Financial Statements and
Supplementary Data — Financial Statements” in our 2006 annual report on Form 10-K, and Note 8 of “Item 1.
Financial Statements” in this report. The low-yielding investments that primarily contribute to our unrealized
market value losses will continue to depress our net income in 2007 and in later years.

Net Interest Income

Net interest income is the primary performance measure for our ongoing operations. Our net interest income
consists of interest earned on advances, mortgage loans held for portfolio, and investments, less interest accrued
or paid on consolidated obligations, deposits, and other borrowings. Our net interest income is affected by
changes in the average balance (volume) of our interest-earning assets and interest-bearing liabilities and changes
in the average yield (rate) for both the interest-earning assets and interest-bearing liabilities. These changes are
influenced by economic factors and by changes in our products or services. Interest rates are the primary
economic factor affecting net interest income.

Average Balances, Interest Income and Expense, and Average Yields. The following tables present average
balances and yields, and interest income and expense of our major categories of interest-earning assets and
interest-bearing liabilities, for the three and six months ended June 30, 2007 and 2006. The tables also present
interest-rate spreads between the average yield on total earning assets and the average cost of total interest-
bearing liabilities, as well as net interest margin (i.e., net interest income divided by average earning assets), for
the three and six months ended June 30, 2007 and 2006.
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For the Three Months Ended June 30,
2007 2006

Average
Balance

Interest
Income/
Expense

Average
Yield

%
Average
Balance

Interest
Income/
Expense

Average
Yield

%

(in thousands, except
percentages)
Interest-Earning Assets
Advances $ 26,145,266 $ 350,990 5.38 $ 24,841,660 $ 307,274 4.96
Mortgage loans held for portfolio 6,098,194 76,683 5.04 6,885,753 89,046 5.19
Investments 24,023,975 295,539 4.93 21,025,337 222,707 4.25
Other interest-earning assets 911 12 5.35 1,399 18 5.12

Total interest-earning assets $ 56,268,346 $ 723,224 5.16 $ 52,754,149 $ 619,045 4.71

Other assets 505,883 299,782

Total assets $ 56,774,229 $ 53,053,931

Interest-Bearing Liabilities
Consolidated obligations $ 52,781,111 $ 674,859 5.13 $ 49,317,299 $ 595,504 4.84
Deposits 938,539 12,181 5.21 626,393 7,497 4.80
Mandatorily redeemable Class B

stock 82,222 165 0.80 68,201
Other borrowings 540 7 5.36 196,107 2,394 4.90

Total interest-bearing liabilities $ 53,802,412 $ 687,212 5.13 $ 50,208,000 $ 605,395 4.84

Other liabilities 726,371 632,233
Capital 2,245,446 2,213,698

Total liabilities and capital $ 56,774,229 $ 53,053,931

Net interest income $ 36,012 $ 13,650

Interest-rate spread 0.03 (0.13)
Net interest margin 0.26 0.10

For the Six Months Ended June 30,
2007 2006

Average
Balance

Interest
Income/
Expense

Average
Yield

%
Average
Balance

Interest
Income/
Expense

Average
Yield

%

(in thousands, except
percentages)
Interest-Earning Assets
Advances $ 26,591,361 $ 709,725 5.38 $ 23,556,827 $ 557,496 4.77
Mortgage loans held for portfolio 6,186,443 154,773 5.05 6,995,500 180,368 5.20
Investments 22,740,623 549,897 4.88 22,100,430 460,979 4.21
Other interest-earning assets 492 13 5.35 704 18 5.12

Total interest-earning assets $ 55,518,919 $ 1,414,408 5.14 $ 52,653,461 $ 1,198,861 4.59

Other assets 493,004 300,204

Total assets $ 56,011,923 $ 52,953,665

Interest-Bearing Liabilities
Consolidated obligations $ 52,092,019 $ 1,327,191 5.14 $ 49,107,940 $ 1,143,524 4.70
Deposits 870,419 22,481 5.21 675,929 15,326 4.57
Mandatorily redeemable

Class B stock 79,459 241 0.61 67,441
Other borrowings 944 25 5.34 268,392 6,103 4.59

Total interest-bearing liabilities $ 53,042,841 $ 1,349,938 5.13 $ 50,119,702 $ 1,164,953 4.69

Other liabilities 732,658 623,489
Capital 2,236,424 2,210,474

Total liabilities and capital $ 56,011,923 $ 52,953,665

Net interest income $ 64,470 $ 33,908

Interest-rate spread 0.01 (0.10)
Net interest margin 0.23 0.13
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Both total interest income and total interest expense increased for the three and six months ended June 30,
2007, compared to the same periods in 2006 because of higher prevailing short-term interest rates and increases
in advances and the debt required to fund those advances, resulting in an increase in net interest income. Net
interest income also increased as a result of the replacement of certain of our low-yielding investments with
higher-yielding short-term investments. We expect that our existing high-cost, long-term borrowings and our
remaining low-yielding investments in consolidated obligations of other FHLBanks will continue to depress our
net interest income in 2007 and in later years.

For the three and six months ended June 30, 2007, the composition of our interest-earning assets changed
significantly from those of the same period in 2006, as we continued to refocus our business on advances, with
the average balances of our advances and investments increasing and the average balance of our mortgage loans
held for portfolio decreasing. The significant increase in advances largely reflected our increased use of
differential pricing and the lowering of our members’ activity-based stock purchase requirement from 3.50% to
2.50% from April 2006 to December 2006. Effective in December 2006, the Board increased the activity-based
stock purchase requirement to 4.00%. The reduction in mortgage loans held for portfolio reflected our decision in
early 2005 to exit the MPP, which led to our discontinuing the purchase of new mortgage loans. Since the yield
on our advances is higher than the yield on our mortgage loans held for portfolio and investments, there was an
overall increase in net interest income as our mortgage loans were paid down and certain of our low-yielding
investments were sold or matured and were replaced with higher-yielding investments. We expect these trends to
continue as we continue to reduce our mortgage loan balance and increase our advance business.

The 100 basis-point increase in the federal funds rate between January 1, 2006 and June 30, 2007 caused a
similar increase in short-term interest rates, which resulted in higher average yields on our interest-earning assets
and higher average costs on our interest-bearing liabilities during the three and six months ended June 30, 2007,
compared to the same periods in 2006. However, during the three and six months ended June 30, 2007, compared
to the same periods in 2006, we experienced a larger increase in the average yield on our interest-earning assets
than in the average cost on our interest-bearing liabilities, increasing our interest-rate spread by 16 and 11 basis
points to 3 and 1 basis points, and increasing our net interest income. This improvement of our interest-rate
spread primarily resulted from a reduction in the amount of our low-yielding investments due to sales and
maturities of our investment in the consolidated obligations of other FHLBanks and an increase in the amount of
our higher-yielding advances.

Changes in Volume and Rate. The following table separates the two principal components of the changes in our
net interest income—interest income and interest expense—identifying the amounts due to changes in the
volume of interest-earning assets and interest-bearing liabilities and changes in the average interest rate for the
three and six months ended June 30, 2007 and 2006.

For the Three Months Ended June 30, For the Six Months Ended June 30,

2007 v. 2006 2007 v. 2006
Increase (Decrease) Increase (Decrease)

Change in Volume and Rate Volume * Rate * Total Volume * Rate * Total

(in thousands)
Interest Income
Advances $ 28,084 $ 15,632 $ 43,716 $ 76,422 $ 75,807 $ 152,229
Investments and other 4,366 68,460 72,826 13,675 75,238 88,913
Mortgage loans held for portfolio (7,621) (4,742) (12,363) (20,368) (5,227) (25,595)

Total interest income $ 24,829 $ 79,350 $ 104,179 $ 69,729 $ 145,818 $ 215,547

Interest Expense
Consolidated obligations $ 25,805 $ 53,550 $ 79,355 $ 72,053 $ 111,614 $ 183,667
Deposits and other borrowings (124) 2,586 2,462 (1,344) 2,662 1,318

Total interest expense 25,681 56,136 81,817 70,709 114,276 184,985

Change in net interest income $ (852) $ 23,214 $ 22,362 $ (980) $ 31,542 $ 30,562

* Changes in interest income and interest expense not identifiable as either volume-related or rate-related, but rather equally attributable to
both volume and rate changes, are allocated to the volume and rate categories based on the proportion of the absolute value of the volume
and rate changes.
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For the three and six months ended June 30, 2007, compared to the same periods in 2006, increases in net
interest income were attributable to favorable changes in interest rates. The favorable change in net interest
income as a result of interest-rate changes was primarily due to the reinvestment of proceeds from the sale and
call of certain low-yielding investments into higher-yielding short-term investments.

Interest Income

The following table presents the components of our interest income by category of interest-earning assets
and the percentage change in each category for the three and six months ended June 30, 2007 and 2006.

For the Three Months Ended June 30, For the Six Months Ended June 30,

Interest Income 2007 2006

Percent
Increase /
(Decrease) 2007 2006

Percent
Increase /
(Decrease)

(in thousands, except percentages)
Advances $ 349,966 $ 307,196 13.9 $ 707,558 $ 557,074 27.0
Prepayment fees on advances 1,024 78 1,212.8 2,167 422 413.5

Subtotal 350,990 307,274 14.2 709,725 557,496 27.3
Investments 295,539 222,707 32.7 549,897 460,979 19.3
Mortgage loans held for portfolio 76,683 89,046 (13.9) 154,773 180,368 (14.2)
Other 12 18 (33.3) 13 18 (27.8)

Total interest income $ 723,224 $ 619,045 16.8 $ 1,414,408 $ 1,198,861 18.0

Total interest income increased for the three and six months ended June 30, 2007, compared to the same
periods in 2006, primarily due to significant increases in the volume and yield on our advance portfolio as well as
a significant increase in yield on our investment portfolio. These increases were partially offset by the decreases
in the volume and yield on our mortgage loans held for portfolio.

Advances. Interest income from advances increased 13.9% and 27.0% for the three and six months ended
June 30, 2007, compared to the same periods in 2006, due to significant increases in the average advance
volumes and increases in interest rates. A $1.3 billion and $3.0 billion increase, representing a 5.2% and 12.9%
growth in the average advance balances for the three and six months ended June 30, 2007, compared to the same
periods of 2006, primarily resulted from our increased use of differential pricing for advances and our members’
use of the excess stock pool. The yield on advances increased by 42 and 61 basis points, to 5.38% for both the
three and six month periods ending June 30, 2007, compared to the same periods of 2006, primarily due to
significantly higher prevailing short-term interest rates, combined with our high percentage of short-term
advances.

We expect to continue to increase our advance business in the future. In refocusing our business on
advances, we have continued our use of differential pricing, offered additional advance products, and enhanced
our marketing efforts. However, as a result of the use of differential pricing, we expect our overall advance
balance to continue to be dependent upon the borrowing decisions of a few large members. We expect that our
continued use of differential pricing will generate spreads similar to those earned on investments in federal funds,
while we increase our advance balance. Consequently, we would not expect repayments of advances by these
members to significantly affect our net interest income because we would likely invest the proceeds of any such
advance repayments in federal funds.

Prepayment Fees on Advances. During the three and six months ended June 30, 2007, prepayment fee
income of $1.0 million and $2.2 million primarily resulted from fees charged to borrowers that prepaid $181.9
million and $206.9 million in advances, which is partially offset by termination fees charged on the cancellation
of interest-rate exchange agreements hedging those advances. This is compared to $78,000 and $422,000 for the
same periods in 2006 when borrowers prepaid $54.8 million and $102.5 million in advances.
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Investments. Interest income from investments increased by 32.7% and 19.3% for the three and six months
ended June 30, 2007, compared to the same periods in 2006, primarily resulting from a higher average
investment yield as well as an increase in our average investment portfolio balance. We benefited from the
significant increases in short-term interest rates that increased the yields earned on our short-term investments.
For the three and six months ended June 30, 2007, the yield on the investment portfolio increased by 68 and 67
basis points due to the addition of new investments at generally higher yields than the existing investments we
held or replaced.

Mortgage Loans Held for Portfolio. Interest income from mortgage loans held for portfolio decreased by
13.9% and 14.2% for the three and six months ended June 30, 2007, compared to the same periods in 2006. The
decreases were due to a significant decline in the average balance of mortgage loans held for portfolio resulting
from our decision in early 2005 to exit the MPP. The average balance of our mortgage loans held for portfolio
decreased by $787.6 million and $809.1 million to $6.1 billion and $6.2 billion, for the three-and six month
periods ended June 30, 2007 and 2006. Contributing to the decline in interest income caused by the reduction in
the average balance was a 15-basis point decrease in the average yield on mortgage loans held for portfolio for
both the three and six months ended June 30, 2007, compared to the same periods in 2006. The balance of our
remaining mortgage loans held for portfolio will continue to decrease as these loans are paid off.

Interest Expense

The following table presents the components of our interest expense by category of interest-bearing liability
and the percentage change in each category for the three and six months ended June 30, 2007 and 2006.

For the Three Months Ended June 30, For the Six Months Ended June 30,

Interest Expense 2007 2006

Percent
Increase /
(Decrease) 2007 2006

Percent
Increase /
(Decrease)

(in thousands, except percentages)
Consolidated obligations $ 674,859 $ 595,504 13.3 $ 1,327,191 $ 1,143,524 16.1
Deposits 12,181 7,497 62.5 22,481 15,326 46.7
Securities sold under agreements to

repurchase 4 2,361 (99.8) 8 6,059 (99.9)
Mandatorily redeemable Class B

stock and other borrowings 168 33 409.1 258 44 486.4

Total interest expense $ 687,212 $ 605,395 13.5 $ 1,349,938 $ 1,164,953 15.9

Consolidated Obligations. Interest expense on consolidated obligations increased by 13.3% and 16.1% for
the three and six months ended June 30, 2007, compared to the same periods in 2006. These increases were the
result of significant increases in both the volume of borrowings and the increased interest rates during the first
three and six months of 2007 and throughout 2006. The average balance of consolidated obligations increased by
$3.5 billion and $3.0 billion, or 7.0% and 6.1%, from the same periods in 2006. We increased the average
balance of our consolidated obligations in order to fund growth in our advance portfolio and implement our
strategy of managing our business to a capital-to-assets target of 4.10% in order to more fully use our capital,
while staying within our minimum capital-to-assets ratio of 4.05%. The average cost of consolidated obligations
increased by 29 and 44 basis points due to the addition of new consolidated obligations at generally higher costs
than the existing obligations held or the obligations replaced.

Deposits. Interest expense on deposits increased by 62.5% and 46.7% for the three and six months ended
June 30, 2007, compared to the same periods in 2006, due to a 41- and 64-basis point increase in the average
yield paid to members and a 49.8% and 28.8% increase in the average balance of deposits. Deposit levels vary
based on the interest rates paid to our members as well as our members’ liquidity levels.

Securities Sold Under Agreements to Repurchase. Interest expense decreased significantly during the three-
and six-month periods ended June 30, 2007 and 2006, as we did not find it economical to utilize reverse
repurchase agreements in significant volume. We consider using reverse repurchase agreements when it is
economically advantageous to do so.
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Mandatorily Redeemable Class B Stock and Other Borrowings. Interest expense on mandatorily redeemable
Class B stock and other borrowings increased in the first three and six months of 2007, compared to the same
periods in 2006, primarily due to our resumption of dividend payments in December 2006. Prior to that date, no
interest expense was accrued on mandatorily redeemable stock as we were not paying dividends on our capital
stock.

Effect of Derivatives and Hedging on Net Interest Income

The following table presents the effect of derivatives and hedging on the components of our interest income
and interest expense for the three and six months ended June 30, 2007 and 2006.

Effect of Derivatives and Hedging on Net Interest
Income

Net Change
For the Three Months

Ended June 30,

Net Change
For the Six Months

Ended June 30,

2007 2006 2007 2006

(in thousands)
Increase in Interest Income
Advances $ 10,772 $ 7,037 $ 20,758 $ 10,599
Increase in Interest Expense
Consolidated obligations (17,908) (26,598) (38,528) (40,164)

Decrease in net interest income $ (7,136) $ (19,561) $ (17,770) $ (29,565)

Our use of interest-rate exchange agreements had a net unfavorable effect on our net interest income for the
three-and six-month periods ended June 30, 2007 and 2006, primarily because we held higher notional balances
in interest-rate exchange agreements hedging consolidated obligations than those hedging advances. As a result,
the effective conversion of our consolidated obligations to short-term floating rates, combined with significant
increases in short-term interest rates, resulted in a decrease in net interest income for the three- and six-month
periods ended June 30, 2007 and 2006.

Other Income (Loss)

Other income (loss) includes member service fees, gain or loss on sale of held to maturity securities, gain or
loss on derivatives and hedging activities, gain or loss on the early extinguishment of consolidated obligation
bonds, and other miscellaneous income or loss not included in net interest income. Because of the type of
financial activity reported in this category, other income (loss) can be volatile from one period to another. For
instance, gain and loss on derivatives and hedging activities is highly dependent on changes in interest rates and
spreads between various interest-rate yield curves.

The following table presents the components of our other income (loss) for the three and six months ended
June 30, 2007 and 2006.

For the Three Months
Ended June 30,

For the Six Months
Ended June 30,

Other Income (Loss) 2007 2006

Percent
Increase /
(Decrease) 2007 2006

Percent
Increase /
(Decrease)

(in thousands, except percentages)
Service fees $ 410 $ 426 (3.8) $ 814 $ 883 (7.8)
Net (loss) on sale of held-to-maturity securities (1,292) (1,622) 20.3 (3,643) (1,622) (124.6)
Net (loss) gain on derivatives and hedging

activities (3,506) 662 (629.6) (4,693) 2,527 (285.7)
Net (loss) gain from early extinguishment of

consolidated obligation bonds (155) 1,745 (108.9) 172 1,745 (90.1)
Other (loss), net (143) (80) (78.8) (118) (78) (51.3)

Total other income (loss) $ (4,686) $ 1,131 (514.3) $ (7,468) $ 3,455 (316.2)
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Total other income (loss) decreased by $5.8 million and $10.9 million for the three and six months ended
June 30, 2007, compared to the same periods in 2006, primarily due to a $4.2 million and $7.2 million increase in
net loss on derivatives and hedging activities and a $1.9 million and $1.6 million decline in net gains from early
extinguishment of consolidated obligation bonds. In addition, there was a $2.0 million increase in net loss on sale
of held-to-maturity securities for the six-month period ended June 30, 2007, compared to the same period in
2006. The significant changes are discussed in more detail below.

Net (Loss) on Sale of Held-to-Maturity Securities. During the first six months of 2007, we sold $1.2 billion
of investments in consolidated obligations of other FHLBanks that were within 90 days of maturity, resulting in a
net loss of $1.3 million and $3.6 million for the three- and six-month periods ended June 30, 2007.

Net (Loss) Gain on Derivatives and Hedging Activities. For the three and six months ended June 30, 2007,
compared to the same periods in 2006, we had a $4.2 million and $7.2 million increase in our total net loss on
derivatives and hedging activities. These increased losses are discussed below.

Consolidated Obligations. For the three and six months ended June 30, 2007, we recognized a net loss of
$2.8 million and $3.7 million on interest-rate exchange agreements used to hedge consolidated obligations,
compared to net gains of $702,000 and $2.3 million for the same periods in 2006.

Economic Hedges. We held $300.0 million notional amount of interest-rate caps as of June 30, 2007 and
2006, and $150.0 million notional amount of interest-rate floors as of June 30, 2007, that are used to
economically hedge changes in the fair value of our assets and liabilities caused by changes in interest rates. Our
recorded gains or losses related to interest-rate caps and floors were $506,000 and $708,000 of net losses for the
three and six months ended June 30, 2007, compared to $222,000 and $151,000 of net gains for the same periods
in 2006.

Net Gain on Early Extinguishment of Consolidated Obligation Bonds. For the three and six months ended
June 30, 2007, we recognized $155,000 in losses and $172,000 in net gains on calls and extinguishments of
consolidated obligations, including the related cancellation of interest-rate exchange agreements hedging those
consolidated obligations, a decrease of $1.9 million and $1.6 million compared to the same periods in 2006. We
cancelled these agreements primarily as a part of our risk management strategy. See “Item 3. Qualitative and
Quantitative Disclosures about Market Risk” in this report for additional information regarding our risk strategy.

Other Expense

Other expense includes operating expenses, Finance Board and Office of Finance assessments, and other
items, which consist primarily of mortgage loan administrative fees paid to vendors related to our mortgage loans
held for portfolio. The following table presents the components of our other expense for the three and six months
ended June 30, 2007 and 2006.

For the Three Months Ended June 30, For the Six Months Ended June 30,

Other Expense 2007 2006

Percent
Increase /
(Decrease) 2007 2006

Percent
Increase /
(Decrease)

(in thousands, except percentages)
Operating expenses

Compensation and benefits $ 5,636 $ 5,504 2.4 $ 11,293 $ 11,201 0.8
Occupancy cost 1,116 1,237 (9.8) 2,482 2,178 14.0
Other operating 3,668 3,544 3.5 6,736 7,406 (9.0)

Finance Board 444 458 (3.1) 891 917 (2.8)
Office of Finance 355 318 11.6 761 693 9.8
Other 218 352 (38.1) 534 711 (24.9)

Total expense $ 11,437 $ 11,413 0.2 $ 22,697 $ 23,106 (1.8)
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Operating expenses increased by $135,000 for the three months ended June 30, 2007 and decreased by
$274,000 for the six months ended June 30, 2007, compared to the same periods in 2006.

Occupancy cost primarily includes the expenses related to our leases on one office building in downtown
Seattle and an emergency back-up facility outside of downtown Seattle. Occupancy cost decreased in the three
months ended June 30, 2007, compared to the same period in 2006, primarily due to reduced amortization on
leasehold improvements. Occupancy cost increased by $304,000 for the six months ended June 30, 2007,
compared to the same period in 2006, primarily due to an expense recovery on the early payoff of one of our
building leases in January 2006.

Other operating expenses decreased by $670,000 for the six months ended June 30, 2007 compared to the
same period in 2006 primarily due to decreases in professional and other contractual service fees.

Finance Board and Office of Finance expenses represent costs allocated to us by the Finance Board and the
Office of Finance, calculated through a formula based on our percentage of capital stock, consolidated
obligations issued, and consolidated obligations outstanding for the previous month for the FHLBank System as
a whole.

Assessments

Our assessments for AHP and REFCORP increased for the three and six months ended June 30, 2007,
compared to the same periods in 2006, due to increased net income on which these assessments are generally
based. The table below presents our AHP and REFCORP assessments for the three and six months ended
June 30, 2007 and 2006.

For the Three Months Ended June 30, For the Six Months Ended June 30,

AHP and REFCORP Assessments 2007 2006

Percent
Increase /
(Decrease) 2007 2006

Percent
Increase /
(Decrease)

(in thousands, except percentages)
AHP $ 1,640 $ 275 496.4 $ 2,825 $ 1,157 144.2
REFCORP 3,650 619 489.7 6,296 2,620 140.3

Total assessments $ 5,290 $ 894 491.7 $ 9,121 $ 3,777 141.5

Segment Information

Our core business is traditional member finance, which includes making advances, providing letters of
credit, accepting deposits, and providing securities safekeeping and other services. Historically, we offered
products and services through two operating segments, traditional member finance and the MPP. The MPP
segment consisted of mortgage loans held for portfolio as a result of purchases from participating members.
During the first quarter of 2005, we decided to exit the MPP. As a result of this decision, Seattle Bank
management no longer manages the business using separate operating segments. The Seattle Bank now
aggregates the operating results of the former MPP segment with the traditional member finance segment for
decision-making purposes. Accordingly, we stopped reporting segment information in the third quarter of 2006
and no longer discuss our operations in separate segments.

Summary of Critical Accounting Policies and Estimates

We did not implement any material change to our accounting policies or estimates, nor did we implement
any new accounting policy that had a material impact on our results of operations or financial condition, during
the quarter ended June 30, 2007. For accounting policies and additional information concerning, among other
things, estimated fair values, see Note 1 in “Item 1. Financial Statements” of this report, Note 17 in “Part II.
Item 8. Financial Statements and Supplementary Data” of our annual report on Form 10-K” and “Part II. Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations – Critical Accounting
Policies and Estimates” included in our 2006 annual report on Form 10-K.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the risk of loss to the market value of financial instruments—and potential loss of future net
interest income—that may result from changes in interest rates and other market factors. Our business model
requires us to take on market risks. We measure our sensitivity to changes in interest rates by measuring the
effective duration and effective convexity of our financial positions. Effective duration is an approximation of the
estimated proportional change in the price of a financial instrument relative to the absolute change in interest
rates. Effective convexity is an approximation of the non-proportional change in the price of a financial
instrument relative to the absolute change in interest rates. All else equal, the greater the absolute value of an
instrument’s effective duration measure, the greater its sensitivity to changes in interest rates. A positive effective
convexity measure for an instrument predicts, all else equal, that price increases will exceed the effect predicted
by effective duration alone and that price decreases will be less than the effect predicted by effective duration
alone. The converse is true for negative convexity. Yield-curve risk refers to changes in the relative relationship
among various points of the term structure of interest rates and an instrument’s relative price sensitivity to the
various term points. We measure our sensitivity to yield-curve risk by calculating effective key-rate durations.
Key-rate durations measure an instrument’s relative sensitivity to various specified points in the term structure of
interest rates. These measures can be calculated for individual financial instruments, such as one of our
mortgage-backed securities, or for an entire portfolio such as our MPP. We seek to control market risk through
our funding and investment decisions, and with interest-rate exchange agreements. Through our market-risk
management, we attempt to ensure that we are profitable and to protect net interest income and market value of
equity over a wide range of interest-rate environments.

Our general approach to managing market risk is to acquire and maintain a portfolio of assets and liabilities
that, together with our associated interest-rate exchange agreements, limits our expected market value and
income statement volatility. Our approach complies with Finance Board regulations regarding interest-rate
exchange agreements, which enable the FHLBanks to enter into these agreements only to reduce the market-risk
exposures inherent in otherwise unhedged assets and funding positions.

Measurement of Market Risk

We monitor our market risk through a variety of measures. Our Board oversees policy and has adopted four
primary risk measures—effective duration of equity, effective key-rate duration of equity mismatch, effective
convexity of equity, and market value of equity sensitivity. These policy measures are described below. We
quantify and monitor our market risk daily and manage market risk within the policy limits. These measures and
other key terms are defined below.

• Market Value of Equity. Market value of equity is the present value of the expected net cash flows
from all our assets, liabilities, and commitments.

• Effective Duration. Effective duration represents the estimated change in the value of a financial
instrument for a given instantaneous parallel shift in the yield curve. Stated simply, effective duration
is a measure of the price sensitivity of a financial instrument to changes in interest rates. Higher
duration numbers, whether positive or negative, indicate greater price-sensitivity to changes in interest
rates. For example, if a portfolio has an effective duration of two, then the portfolio’s value would be
expected to decline about 2% for a 1% increase in interest rates—or rise about 2% for a 1% decrease in
interest rates.

• Effective Duration of Equity. Effective duration of equity is the market value of assets multiplied by
the effective duration of assets minus the market value of liabilities multiplied by the effective duration
of liabilities, plus or minus the market value of commitments multiplied by the effective duration of
commitments, with the net result divided by the market value of equity. Effective duration of equity
measures the sensitivity of the market value of equity to instantaneous changes in interest rates. All
else equal, higher effective duration numbers, whether positive or negative, indicate greater market
value sensitivity to changes in interest rates.
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• Market Value of Equity Sensitivity. Market value of equity sensitivity is the change observed in our
estimated market value of equity, given an instantaneous parallel increase or decrease in the yield
curve.

• Effective Convexity. Effective convexity measures the estimated effect of the non-proportional
changes in instrument prices that is not incorporated in the proportional effects measured by effective
duration. Financial instruments can have positive or negative effective convexity.

• Effective Convexity of Equity. Effective convexity of equity is the market value of assets multiplied by
the effective convexity of assets minus the market value of liabilities multiplied by the effective
convexity of liabilities, plus or minus the market value of commitments multiplied by the effective
convexity of commitments, with the net result divided by the market value of equity.

• Effective Key-Rate Duration of Equity. Effective key-rate duration of equity disaggregates effective
duration of equity into various points on the yield curve to allow us to measure and manage our
exposure to changes in the shape of the yield curve.

• Effective Key-Rate Duration of Equity Mismatch. This measurement is the difference between the
maximum and minimum effective key-rate duration of equity measures.

Market-Risk Management

Our market-risk measures reflect the sensitivity of our business to changes in interest rates, primarily
because of mismatches in the maturities and embedded options associated with our mortgage-based assets and
the consolidated obligation bonds we use to fund these assets. The prepayment options embedded in mortgage-
based instruments may be exercised at any time, while the call options embedded in our callable debt are
exercisable on a set date or series of dates following a lock-out period. These differences in the structure and
characteristics of the mortgage prepayment options embedded in our mortgage-based assets and the debt call
options in the consolidated obligations sold on our behalf cause the market values of our mortgage-based assets
and callable debt to respond differently to changes in interest rates and the shape of the yield curve. For example,
a significant drop in interest rates will likely trigger rapid prepayments of our mortgage-based assets, while the
debt issued to fund the purchase of those assets may or may not be callable depending on the remaining length of
the lock-out periods, the exercise prices of the call options, and whether the options are exercisable continuously,
periodically, or on a specific date.

We evaluate our market-risk measures on an ongoing basis, under a variety of parallel and non-parallel shock
scenarios. As of June 30, 2007 and December 31, 2006, our market-risk measures were within our policy limits.

The following table summarizes our four primary risk measures and their respective limits and our
compliance as of June 30, 2007 and December 31, 2006.

Primary Risk Measure
As of

June 30, 2007
As of

December 31, 2006
Risk Measure

Limit

Effective duration of equity 2.00 0.96 +/-5.00
Effective convexity of equity 0.73 (1.96) +/-5.00
Effective key-rate-duration-of-equity mismatch 1.25 1.09 +/-5.50
Market value of equity sensitivity

(+ 100 basis point shock scenario) (in
percentages) (1.32)% (1.87)% +/-4.50%

Market value of equity sensitivity
( -100 basis point shock scenario) (in percentages) 2.31% 0.06% +/-4.50%

As of June 30, 2007, the effective duration of equity increased 1.04 and the effective convexity of equity
increased 2.69, compared to December 31, 2006. The change in effective duration of equity resulted primarily
from the significant extension in the duration of our mortgage portfolio relative to our callable and bullet
consolidated obligation portfolios. Similarly the significant increase in convexity occurred because the negative
convexity on our mortgages decreased significantly. The changes in duration were caused primarily by changes
in the level and shape of the yield curve along with changes in market volatilities.
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Instruments That Address Market Risk

We use interest-rate exchange agreements, such as interest-rate swaps, interest-rate caps and floors, forward
purchase and sale agreements, and swaptions to manage our exposure to changes in interest rates. This enables us
to adjust the effective maturity, repricing frequency, or option characteristics of our assets and liabilities in
response to changing market conditions.

The total notional amount of interest-rate exchange agreements outstanding was $36.9 billion as of June 30,
2007 and $33.2 billion as of December 31, 2006. The notional amount of interest-rate exchange agreements
increased during the first quarter of 2007, primarily due to increases in fair value hedges of consolidated
obligations.

The notional amount of these agreements serves as a factor in determining periodic interest payments or
cash flows received and paid and does not represent actual amounts exchanged or our exposure to credit or
market risk. Therefore, the notional amount is significantly greater than the potential market or credit loss that
could result from such transactions. Notional values are not meaningful measures of the risks associated with
interest-rate exchange agreements or other derivatives, which can only be meaningfully measured on a market
value basis, taking into consideration the cost of replacing interest-rate exchange agreements with similar
agreements from a highly-rated counterparty.

Credit-Risk Management

Credit risk is the risk of loss due to default. We face credit risk on advances, certain investments, mortgage
loans, interest-rate exchange agreements, and counterparty exposures.

Advances

We have never experienced a credit loss on advances. We protect against credit risk on advances by
requiring collateral on all advances we fund. We can also call for additional or substitute collateral during the life
of an advance to protect our security interest. The FHLBank Act limits eligible collateral to certain investment
securities, residential mortgage loans, deposits with the Seattle Bank, and other real estate-related assets. To
ensure that the whole mortgage loans and pools of mortgage loans that we accept as collateral meet our required
collateral quality levels, we periodically review such collateral. Members with a certain amount of subprime
collateral are required to participate in the subprime collateral program described below.

We accept certain categories of first-lien single-family subprime mortgage loans as collateral under our
subprime collateral program. Prior to being approved for this program, members must complete a separate
application process, which includes a thorough assessment of their credit and collateral administration policies
and procedures for subprime lending. Also, our credit department staff reviews individual subprime loans for
compliance with the policies and tests for loans with predatory characteristics and compliance with our
responsible lending policy. Borrowing capacity rates for approved subprime loans vary from 50% to 75% of the
loans’ market value, according to loan characteristics. The market value of the subprime loans is determined
regularly by a third-party expert in mortgage valuation, contracted by the Seattle Bank. The policy adopted by
our Board to govern the subprime collateral program prohibits as eligible collateral: loans delinquent more than
60 days, second liens, loans with a debt-to-income ratio in excess of 49%, and non-owner occupied properties. In
addition, certain state concentration limits have been established. The policies and procedures described above
have sufficiently mitigated the credit risk of subprime loan collateral.

The GLB Act and other federal regulations allow the FHLBanks to expand eligible collateral for many of
their members. Members that qualify as community financial institutions, defined in the GLB Act as FDIC-
insured depository institutions with average assets for the past three calendar years totaling no more than $599.0
million, may pledge small-business, small-farm, and small-agribusiness loans as collateral for advances.
Advances to community financial institutions secured with expanded collateral represented $174.0 million of the
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$28.1 billion of advances as of June 30, 2007 and $133.0 million of the $28.0 billion of advances as of
December 31, 2006. We believe that we have the policies and procedures in place to effectively manage this
credit risk. Accordingly, we have not provided any allowance for losses on advances, including those referenced
above.

Investments

We are subject to credit risk on some investments. We limit our unsecured credit exposure to any
counterparty, other than the U.S. government or GSEs, based on the credit quality and capital level of the
counterparty and the capital level of the Seattle Bank. As of June 30, 2007 and December 31, 2006, our
unsecured credit exposure was $15.4 billion and $12.3 billion, primarily consisting of $3.0 billion and $4.2
billion of other FHLBank consolidated obligations and $7.5 billion and $2.8 billion of federal funds sold. This
increase in unsecured credit exposure primarily resulted from an increase in our short-term investments,
primarily federal funds sold.

Mortgage Loans Held for Portfolio

As of June 30, 2007, the Seattle Bank has never experienced a credit loss nor has our SMI provider
experienced a loss claim on an MPP mortgage loan. Under the MPP, we have purchased mortgage loans from
members, and the participating members continue to bear a portion of the credit risk on the outstanding loans.
Our total principal of mortgage loans outstanding through the MPP was $6.0 billion and $6.3 billion as of
June 30, 2007 and December 31, 2006, which comprised $259.9 million and $292.1 million in government-
insured mortgage loans and $5.7 billion and $6.0 billion in conventional mortgage loans. The conventional
mortgage loans are credit-enhanced by our participating members to a level equivalent to at least an investment-
grade rating through the lender risk account and supplemental mortgage insurance. As part of our business plan,
we are exiting the MPP. However, we do not expect that this decision will impact the credit risk of the mortgage
loans held for portfolio. We conduct a loss reserve analysis on a quarterly basis and have determined that no loan
loss allowance is necessary, and believe that we have the policies and procedures in place to appropriately
manage this credit risk.

Derivative Credit-Risk Exposure and Counterparty Ratings

The Seattle Bank is subject to credit risk because of the potential nonperformance by a counterparty to an
agreement. The degree of counterparty risk on interest-rate exchange agreements and other derivatives depends
on our selection of counterparties and the extent to which we use netting procedures and other credit
enhancements to mitigate the risk. We manage counterparty credit risk through credit analysis, collateral
management, and other credit enhancements. We require agreements to be in place for all counterparties. These
agreements must include provisions for netting exposures across all transactions with that counterparty. The
agreements also require a counterparty to deliver collateral to the Seattle Bank if the total market value of our
exposure to that counterparty exceeds a specific threshold limit as denoted in the agreement. As a result of these
risk mitigation initiatives, we do not currently anticipate any credit losses on our interest-rate exchange
agreements.

Our credit risk equals the estimated cost of replacing favorable interest-rate swaps, forward agreements, and
purchased caps and floors, if the counterparty defaults, net of the value of related collateral. Our maximum credit
risk, taking into consideration master netting agreements but before considering collateral, was $186.7 million
and $146.9 million as of June 30, 2007 and December 31, 2006. In determining maximum credit risk, we
consider accrued interest receivable and payable, and the legal right to offset assets and liabilities by
counterparty. Our net exposure after considering collateral was $130.8 million and $133.5 million as of June 30,
2007 and December 31, 2006. Changes in credit risk and net exposure after considering collateral are primarily
due to changes in market conditions, including the level and slope of the yield curve.
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Counterparty Credit Exposure

Our counterparty credit exposure, by credit rating, was as follows as of June 30, 2007 and December 31,
2006.

As of June 30, 2007

Counterparty Credit Exposure
by Credit Rating

Notional
Amount

Total Net
Exposure at
Fair Value Collateral Held

Net Exposure
After Collateral

(in thousands)
AA+ $ 3,603,680 $ 35,979 $ $ 35,979
AA 18,446,890 116,551 54,685 61,866
AA– 11,814,250 16,161 16,161
A+ 3,027,000 17,992 1,209 16,783
A
Member institutions (1) 9,000

Total $ 36,900,820 $ 186,683 $ 55,894 $ 130,789

As of December 31, 2006

Counterparty Credit Exposure
by Credit Rating

Notional
Amount

Total Net
Exposure at
Fair Value Collateral Held

Net Exposure
After Collateral

(in thousands)
AA+ $ 1,132,780 $ 3,134 $ $ 3,134
AA 11,061,155 82,672 82,672
AA– 17,021,136 28,811 28,811
A+ 3,978,500 32,324 13,438 18,886
A
Member institutions (1) 55,500

Total $ 33,249,071 $ 146,941 $ 13,438 $ 133,503

(1) Collateral held with respect to interest-rate exchange agreements with member institutions represents either collateral physically
held by or on behalf of the Seattle Bank or collateral assigned to the Seattle Bank, as evidenced by a written security agreement,
and held by the member institution for the benefit of the Seattle Bank. This notional amount excludes stand-alone delivery
commitments.

We have never experienced a loss on a derivative transaction due to default by a counterparty. We believe
that the credit risk on our interest-rate exchange agreements is low because we contract with counterparties that
are of very high credit quality. As of June 30, 2007, 18 counterparties represented the total notional amount of
our outstanding interest-rate exchange agreements excluding agreements in which we served as intermediaries.
As of June 30, 2007, 91.8% of the total notional amount of our outstanding interest-rate exchange agreements
was with 14 counterparties rated AA– or higher. Excluding interest-rate exchange agreements in which we are an
intermediary for members and which are fully collateralized, 100.0% as of June 30, 2007 and December 31, 2006
of the notional amount of our outstanding interest-rate exchange agreements were with counterparties with credit
ratings of “A” or equivalent from an NRSRO, such as Standard & Poor’s or Moody’s.

49



 ˆ165KMJLM49FLSWCFŠ
165KMJLM49FLSWC

22776 TX 50FEDERAL HOME LOAN BA
FORM 10-Q

02-Aug-2007 23:28 EST
CLN PSSEA

RR Donnelley ProFile PAL ahlbm0pa 4*
PMT 1C

paldoc
9.8.21

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

Under the supervision and with the participation of the Seattle Bank’s management, including the President
and Chief Executive Officer and the Chief Financial Officer, the Seattle Bank evaluated the effectiveness of the
Seattle Bank’s disclosure controls and procedures (as defined in Rule 13a-15(e) under the Exchange Act) as of
June 30, 2007, the end of the period covered by this report. Based upon that evaluation, the President and Chief
Executive Officer and the Chief Financial Officer concluded that the disclosure controls and procedures were
effective.

Internal Control Over Financial Reporting

The President and Chief Executive Officer and the Chief Financial Officer conducted an evaluation of our
internal control over financial reporting (as defined in Exchange Act Rule 13a-15(f)) to determine whether any
changes in our internal control over financial reporting occurred during the quarter ended June 30, 2007 that have
materially affected or which are reasonably likely to materially affect our internal control over financial
reporting. Based on that evaluation, no such change occurred during such period.
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PART II – OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

From time to time, the Seattle Bank is subject to legal proceedings arising in the normal course of business.
After consultations with legal counsel, we do not anticipate that the ultimate liability, if any, arising out of any
current matters will have a material impact on our financial condition, results of operations, or cash flows.

ITEM 1A.RISK FACTORS

Other than as disclosed in our quarterly report on Form 10-Q for the quarter ended March 31, 2007, there
have been no material changes to the risk factors previously disclosed in our 2006 annual report on Form 10-See
the risk factors included in our 2006 annual report on Form 10-K for the year ended December 31, 2006 and our
quarterly report on Form 10-Q for the quarter ended March 31, 2007 for a discussion of risks and uncertainties
that may affect the Seattle Bank.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

Not applicable.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

Under the FHLBank Act, no matters are submitted to stockholders for a vote except the election of the
Seattle Bank’s elected directors. See “Part III. Item 10. Directors, Executive Officers and Corporate Governance
— Corporate Governance” of our 2006 annual report on Form 10-K for a discussion of the election process. See
“Item 5. Other Information” and our current report on Form 8-K filed with the SEC on May 1, 2007, for more
information relating to the Finance Board’s appointment of four new public interest directors to our Board in the
second quarter of 2007.

ITEM 5. OTHER INFORMATION

On July 26, 2007, the Board elected James G. Livingston, vice president, Zions First National Bank, to fill a
vacancy on Board. Mr. Livingston will serve the remainder of the term being vacated as a result of the
resignation of the previous Utah elective director from the Board on May 16, 2007. Mr. Livingston will complete
the existing term, which expires December 31, 2009.

On July 26, 2007, the Board declared a $1.31 per share dividend on average Class A stock outstanding
during the second quarter of 2007 and a $0.15 per share dividend on average Class B stock outstanding during
the second quarter of 2007. The dividends will be paid prior to the end of the third quarter of 2007.

On July 26, 2007, Mark R. Szczepaniak, executive vice president and chief financial officer, tendered his
resignation, effective August 31, 2007. Mr. Szczepaniak is leaving the Seattle Bank to pursue an opportunity at
another institution.
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ITEM 6. EXHIBITS

Exhibit
No. Exhibits

10.1 Federal Home Loan Bank of Seattle Incentive Compensation Plan (BICP) – Long Term Incentive
Plans as of May 1, 2007

10.2 Federal Home Loan Bank of Seattle Incentive Compensation Plan (BICP) Annual Plan for Exempt
Staff and Officers as of May 1, 2007

31.1 Certification of the President and Chief Executive Officer pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

31.2 Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

32.1 Certification of the President and Chief Executive Officer pursuant to 18.U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification of the Chief Financial Officer pursuant to 18.U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

Federal Home Loan Bank of Seattle

By: /s/ Richard M. Riccobono Dated: August 10, 2007
Richard M. Riccobono
President and Chief Executive Officer

By: /s/ Mark R. Szczepaniak Dated: August 10, 2007
Mark R. Szczepaniak
Executive Vice President and Chief Financial Officer
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EXHIBITS

Exhibit
No. Exhibits

10.1 Federal Home Loan Bank of Seattle Incentive Compensation Plan (BICP) – Long Term Incentive
Plans as of May 1, 2007

10.2 Federal Home Loan Bank of Seattle Incentive Compensation Plan (BICP) Annual Plan for Exempt
Staff and Officers as of May 1, 2007

31.1 Certification of the President and Chief Executive Officer pursuant to Section 302 of the Sarbanes-
Oxley Act of 2002.

31.2 Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of
2002.

32.1 Certification of the President and Chief Executive Officer pursuant to 18.U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification of the Chief Financial Officer pursuant to 18.U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.
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EXHIBIT 10.1

FEDERAL HOME LOAN BANK OF SEATTLE

Bank Incentive Compensation Plan (BICP) - Long-Term Incentive Plan

As of May 1, 2007
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FEDERAL HOME LOAN BANK OF SEATTLE
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FEDERAL HOME LOAN BANK OF SEATTLE

Executive Long-Term Incentive Plan

PLAN DOCUMENT

1.0 Plan Objectives

1.1 The purpose of the Federal Home Loan Bank of Seattle Executive Long-
Term Incentive Plan is to achieve five objectives:

1.1.1 Promote the achievement of the Bank's business goals;

1.1.2 Link executive compensation to specific long-term performance
measures;

1.1.3 Provide a competitive reward structure for senior officers and
other key employees;

1.1.4 Provide a vehicle for closer Board involvement and
communication with management regarding the Bank’s long-term
strategic plans; and

1.1.5 Retention of officers and other key employees.

1.2 The Plan is a cash-based, long-term incentive plan that establishes
individual Base Award Opportunities related to achievement of Bank
performance over certain three-year Performance Periods.

1.3 The Base Award Opportunity, Performance Measures, value of a
Performance Unit at the beginning and end of a Performance Period,
and other relevant information are set forth in the attached Appendices.

2.0 Definitions

2.1 When used in this Plan, the words and phrases below shall have the
following meanings:

2.1.1 Bank means the Federal Home Loan Bank of Seattle.

2.1.2 Base Award Opportunity means the award that may be earned
during a Performance Period for achieving target performance
levels under each Performance Measure.

2.1.3 Base Salary is defined as the Participant’s normal rate of pay
before any other add-ons (ie. Bonuses, incentive pay, etc.).
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2.1.4 Board means the Bank's Board of Directors.

2.1.5 Committee means the Governance, Budget and Compensation
Committee of the Board.

2.1.6 Disabled means the Participant is receiving benefits under the
Federal Home Loan Bank of Seattle’s Long Term Disability Plan.

2.1.7 Extraordinary Occurrences means those events that, in the
opinion and discretion of the Board, are outside the significant
influence of the Participants or the Bank and are likely to have a
significant unanticipated effect, whether positive or negative, on
the Bank’s operating and/or financial results, including, without
limit changes in financial strategies or policies, or significant
change in Bank membership.

2.1.8 Final Award means the amount ultimately paid to a Participant
under the Plan for a Performance Period.

2.1.9 Interim Performance Period means a single 12 month calendar
year period of which three make up a Performance Period (see
Section 2.1.13).

2.1.10 Performance Measure means each performance factor that is
taken into consideration under the Plan in determining the value
of the Final Award.

2.1.11 Participant means an employee who participates in the Plan
pursuant to Section 3.1.

2.1.12 Periodic Plan Award means an amount that is provisionally
determined at the end of the Interim Performance Period.

2.1.13 Performance Period means a certain three-year period over
which Bank performance is measured.

2.1.14 Performance Unit means a unit, the value of which shall be
determined in accordance with the Appendix – Initial Value of
Performance Unit.

2.1.15 Plan means this Executive Long-Term Incentive Plan.

2.1.16 Plan Award means an amount that is provisionally determined at
the end of the Performance Period subject to adjustment as
provided in Section 6.

2
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2.1.17 President means the President of the Bank.

2.1.18 Termination for cause means the participants malfeasance,
including the commission of any fraud or felony, or the
Participant’s material breach of his or her employment
obligations, as determined by the Board.

3.0 Eligibility

3.1 A Bank employee who is a grade 19 or above during the Performance
Period shall participate in the Plan.

3.2 Eligibility shall generally be limited to officers (i) whose functional
responsibilities encompass the establishment of strategic direction and
tactical action plans for the Bank, and (ii) who have received at least
“meets all goals” rankings on annual performance reviews over a
Performance Period.

3.3 Due to its unique role for the Bank and reporting relationship to the
Board, the Director of Internal Audit (and any qualified auditor staff) will
not be included as an eligible position under the Plan, but will be eligible
for a similar plan administered by the Audit Committee of the Board.

4.0 Base Award Opportunity

4.1 At the beginning of each Performance Period, the Bank will provide a
Base Award Opportunity to Participants. The Base Award Opportunity is
equal to a percentage of each Participant's annual base salary at the
beginning of the Performance Period as described in Appendix A.
Certain executive positions have a greater and more direct impact than
others on the annual success of the Bank; therefore, these differences
are recognized by varying award opportunities for each Participant level.

4.2 Each Participant in a Performance Period shall be granted a number of
Performance Units for that Performance Period determined by dividing
the Base Award Opportunity by the value of a Performance Unit at the
beginning of a Performance Period as described in the applicable
Appendix.
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4.3 There will be four levels of award opportunities:

Level I: President/CEO and Senior Executive Officers*

Level II: Grades 22

Level III: Grades 20-21

Level IV: Grade 19

* Senior Executive Officers include Chief Financial Officer, Chief Risk Officer,
Chief Business Officer, and Chief Administrative Officer

5.0 Performance Measures

5.1 Three achievement levels will be established for each Performance
Measure:

Threshold The minimum achievement level accepted for the
Performance Measure.

Target The planned achievement level for the
Performance Measure.

Maximum The achievement level for the Performance
Measure that substantially exceeds the planned
level of achievement.

5.2 At the beginning of each Performance Period, Performance Measures
for the Performance Period, Performance Units, and the Performance
Unit initial values will be established by the Committee with Board
approval.

6.0 Award Determination

6.1 Using a linear approach, interpolated Periodic Plan Award
determinations will be performed annually (Interim Performance Period)
during the three-year Performance Period cycle and will be based on
Bankwide performance at or between threshold and target, or target and
maximum. However, if the Bank fails to achieve the Threshold level for a
Performance Measure, no award will be made for that Interim
Performance Period of the three-year Performance Period.

Final Plan Awards will be determined after the end of the three-year
Performance Period and will equal the sum of the Periodic Plan Awards
for each Interim Perfomance Period of the three-year Performance Period.

4
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6.2 A Participant’s Periodic Plan Award for an Interim Performance Period
equals one third of the number of his or her Performance Units for the
three-year Performance Period multiplied by the value of a Performance
Unit at the end of the Performance Period as determined in accordance
with Table 1 -Appendix A.

6.3 If a Federal Housing Finance Board (FHFB) (or successor entity)
examination identifies an unsafe or unsound practice or condition in a
Participant’s area of responsibility, the Participant will not be eligible for
an award under the Plan for the Performance Period in which the unsafe
and unsound condition existed unless the practice or condition took
place prior to start of employment, comes to the attention of said
Participant and is not continued. However, the Participant may receive
an award under the Plan in the Board’s sole discretion provided that the
finding of an unsafe or unsound practice or condition is subsequently
resolved within the Performance Period in favor of the Bank by the
FHFB. The Board, in its sole discretion may take into consideration
mitigating factors to approve the award as noted in Section 8.12
(Miscellaneous Conditions).

6.4 Any Participant receiving a written warning for performance or
misconduct at any time during the Performance Period will not receive
an award unless approved by the President.

6.5 After a Performance Period, Plan Awards for the Performance Period
shall be determined by the Board in its sole discretion based upon the
Plan Award under Section 6.1.

6.6 A Participant’s Final Award will consist of his or her Plan Award as
determined by the Board in its sole discretion promptly after the
Performance Period. The Board in its sole discretion may consider
Extraordinary Occurrences when assessing performance results and
determining Final Awards and may adjust the Performance Measures to
ensure that the purpose of the Plan is served.

7.0 Administrative Control

7.1 The Bank's Human Resources Department will administer the Plan, and
the Board will have ultimate authority over the structure and goals of the
plan, and any incentive payouts from the Plan.

5
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7.2 In addition to the authority expressly provided in the Plan, the Board
shall have such authority in its sole discretion to control and manage the
operation of the Plan and shall have all authority necessary to
accomplish these purposes, including, but not limited to, the authority to
interpret the terms of the Plan, and to decide questions regarding the
Plan and the eligibility of any person to participate in the Plan and to
receive benefits under the Plan. The Board’s determinations and
interpretations regarding the Plan shall be final, binding, and conclusive.

8.0 Miscellaneous Conditions

8.1 Except as provided in Section 8.4, a Participant will not become vested
in an award under this Plan unless the Participant is employed by the
Bank on the date the Board determines and authorizes the payment of
the Participant’s Final Award, and such payment will be no later than 2
1⁄2 months after the three-year Performance Period ends, except as
provided under Section 8.4 below.

8.2 If a Participant voluntarily or involuntarily terminates employment prior to
the date the Board determines and authorizes the payment of the
Participants final award, no award will be made to the Participant,
except as provided in Section 8.4 below.

8.3 Employees of the Bank who are hired, transferred, or promoted into an
eligible position during a Performance Period may (i) be nominated for
participation in the Plan in accordance with Section 3.1, and (ii) be
eligible to receive a prorated Base Award Opportunity upon vesting in
accordance with Section 8.1 or 8.4.

6
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8.4 A Participant who retires on or after age 65 or achieving Rule of 70, dies
or becomes Disabled while still employed by the bank, or is involuntarily
terminated without cause during the Performance Period may receive a
prorated Plan Award (paid in cash, lump-sum), but only if the President
nominates and the Board approves such action at the end of the Interim
Performance Period during which such event occurs. If the President
does not make such a recommendation or the Board does not approve
such action, the Participant will not be entitled to an award. If a
Participant becomes entitled to receive a prorated award under this
section, the prorated Final Award will be paid to the Participant no later
than 21⁄2 months following the end of the calendar year in which such
event occurred (see also Section 8.1). If a Participant terminates service
with the Bank for any reason other than retirement on or after age 65 or
achieving Rule of 70, death or Disability while still employed by the
bank, or involuntary termination without cause during the Performance
Period, the Participant will not be eligible to receive an award under the
Plan.

8.5 The amount of any prorated award will be determined by dividing the
number of months that an employee was a Participant in the Plan during
the Performance Period by thirty-six and multiplying such quotient by
the Plan Award.

8.6 Notwithstanding any Plan provision to the contrary, mere participation in
the Plan will not entitle a Participant to an award.

8.7 The designation of an employee as a Participant in the Plan does not
guarantee employment. Nothing in this Plan shall be deemed (i) to give
any employee or Participant any legal or equitable rights against the
Bank, except as expressly provided herein or provided by law; or (ii) to
create a contract of employment with any employee or Participant, to
obligate the Bank to continue the service of any employee or
Participant, or to affect or modify any employee's or Participant's term of
employment in any way.

8.8 The right of the Bank to discipline or discharge a Participant shall not be
affected by any provision of this Plan.

8.9 All Final Awards will be paid out in a lump sum in cash through regular
payroll and will be subject to applicable payroll tax withholdings and
other appropriate deductions.

8.10 No Final Award received by a Participant shall be considered as
compensation under any employee benefit plan of the Bank, except as
otherwise determined by the Bank.

7



 ˆ165KMJKKVZJ6HHCnŠ
165KMJKKVZJ6HHC

22776 EX10_1 8FEDERAL HOME LOAN BA
FORM 10-Q

01-Aug-2007 06:55 EST
CLN PSSEA

RR Donnelley ProFile PAL fazlm0dc 1*
IFV 1C

paldoc
9.8

8.11 Final Awards will be made as soon as practical following the end of the
Performance Period, but no later than 21⁄2 months following the
calendar year that the Participant became entitled to the Final Award
pursuant to Section 8.1, except as otherwise provided in Section 8.4.

8.12 The Board has the right to revise, modify, or terminate the Plan in whole
or in part at any time or for any reason, and the right to modify any
recommended award amount (including the determination of a lesser
award or no award), for any reason, without the consent of any
Participant.

8.13 Since no employee has a guaranteed right to any award under this Plan,
any attempt by an employee to sell, transfer, assign, pledge, or
otherwise encumber any anticipated award shall be void, and the Bank
shall not be liable in any manner for or subject to the debts, contracts,
liabilities, engagements or torts of any person who might anticipate an
award under this program.

8.14 This Plan shall at all times be entirely unfunded and no provision shall at
any time be made with respect to segregating assets of the Bank for
payment of any award under this program.

8.15 The Plan shall be construed, regulated, and administered in accordance
with the laws of the state of Washington, unless otherwise preempted by
the laws of the United States.

8.16 If any provision of the Plan is held invalid or unenforceable, its invalidity
or unenforceability shall not affect any other provision of the Plan, and
the Plan shall be construed and enforced as if such provision had not
been included herein.

8.17 If a Participant dies before receiving his or her award, any amounts
determined to be paid under this Plan shall be paid to the Participant’s
surviving spouse, if any, or if none, to the Participant’s estate. The
Bank's determination as to the identity of the proper payee of any
amount under this Plan shall be binding and conclusive and payment in
accordance with such determination shall constitute a complete
discharge of all obligations on account of such amount.

8
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8.18 Claims and Appeals Procedures. A Participant (such Participant being
referred to below as a “Claimant”) may deliver to the Committee a
written claim for a determination with respect to any claim as to which
the Committee has jurisdiction under this Plan. If such a claim relates to
the contents of a notice received by the Claimant, the claim must be
made within sixty days after such notice was received by the Claimant.
The claim must state with particularity the determination desired by the
Claimant.

The Committee shall consider a Claimant's claim within a reasonable
time, but no later than ninety days after receiving the claim. If the
Committee determines that special circumstances require an extension
of time for processing the claim, written notice of the extension shall be
furnished to the Claimant prior to the termination of the initial ninety-day
period. Upon reaching its decision, the Committee shall notify the
Claimant in writing.

On or before sixty days after receiving a notice from the Committee that
a claim has been denied, in whole or in part, a Claimant (or the
Claimant's duly authorized representative) may file with the Committee a
written request for a review of the denial of the claim. The Committee
shall render its decision on review promptly, in writing, and deliver it to
the Claimant no later than sixty days after it receives the Claimant’s
written request for a review of the denial of the claim.

8.19 Any agreements or representations, oral or otherwise, express or
implied, with respect to the subject matter of this Plan which are not
contained herein will have no effect or enforceability.

9
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FEDERAL HOME LOAN BANK OF SEATTLE

Executive Long-Term Incentive Plan

APPENDIX A

2007 – 2009 Performance Period
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Performance Period

The Performance Period described in this Appendix shall be May 1, 2007 through
December 31, 2009.

Base Award Opportunity

The Base Award Opportunity for Levels I, II, III, and IV are:

Bank Performance
Level No Award Threshold Target Maximum

I – President/CEO and Sr.
Executive Officers 0% 15% 30% 45%

II – Grades 22 0% 12.5% 25% 37.5%

III – Grades 20-21 0% 10% 20% 30%

IV – Grade 19 0% 7.5% 15% 22.5%

Value of Performance Unit

The value of a Performance Unit at the beginning of this Performance Period equals
$100.

Value of Performance Unit at the Interim and End of Performance Period

1. After each Interim Performance Period ends, evaluate the actual Bank
performance against the Bank Performance Measure stated below.

2. The value of the Performance Unit at the end of the Interim Performance
Period equals the dollar value determined by the Profitability goal based on
the threshold, target, and maximum awards according to the following table:

Table 1 – Bank Performance Measure and Performance Unit Values

Bank Performance
Measure

No Award Threshold Target Maximum

Profitability 0%

As

determined

by the

Committee

As

determined

by the

Committee

As

determined

by the

Committee

Dollar Value at
Hurdles $0 $50 $100 $150

Total Value $0 $50 $100 $150

3. At the end of the Performance Period determine the Final Award by
summing the Periodic Plan Awards for each Interim Perfomance Period.

11
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Goals & Performance Measures

The Bank Performance Measure for each Interim Performance Period of the overall
Performance Period will mirror the Annual BICP Bank Performance Measure.

For the 2007 Interim Performance Period, the achievement level for the Bankwide
performance measure shall be a Profitability goal based on a linear approach against
Bankwide measures at or between threshold and target, or target and maximum
according to specific measurements as adopted by the Board of Directors.

12
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EXHIBIT 10.2

FEDERAL HOME LOAN BANK OF SEATTLE

Bank Incentive Compensation Plan (BICP) – Annual Plan for Exempt Staff and

Officers

As of May 1, 2007
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FEDERAL HOME LOAN BANK OF SEATTLE

Bank Incentive Compensation Plan (BICP) – Annual Plan
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FEDERAL HOME LOAN BANK OF SEATTLE

Incentive Compensation Plan

PLAN DOCUMENT

1.0 Plan Objectives

1.1 The purpose of the Federal Home Loan Bank of Seattle's Incentive
Compensation Plan (Plan) is to achieve four objectives:

1.1.1 Promote the achievement of the Bank's business goals in
accordance with the business plan;

1.1.2 Link compensation to specific Bankwide and individual
performance measures;

1.1.3 Provide a competitive reward structure for officers and other
exempt employees; and

1
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1.1.4 Provide a vehicle for closer Board involvement and
communication with management regarding Bank strategic plans.

1.2 The Plan is a cash-based, annual incentive plan that establishes
individual award opportunities related to achievement of Bank and
individual performance.

1.3 The award opportunity, Performance Measures, and other relevant
information for a Plan Year are set forth in the attached Appendix.

2.0 Definitions

2.1 When used in this Plan, the following words and phrases shall have the
following meaning:

2.1.1 Bank means the Federal Home Loan Bank of Seattle.

2.1.2 Base Salary is defined as the Participant’s normal rate of pay,
including overtime, before any other add-ons (ie. Bonuses,
incentive pay, etc.) and after any adjustments (ie. Leave w/o
pay).

2.1.3 Board means the Bank's Board of Directors.

2.1.4 Committee means the Governance, Budget and Compensation
Committee of the Board.

2.1.5 Disability means the Participant is receiving benefits under the
Federal Home Loan Bank of Seattle’s Long Term Disability Plan.

2.1.6 Participant means an employee of the Bank who, at the
discretion of the Board, is eligible to take part in the Plan for a
designated Plan Year, and who has been named as a Participant
for that Plan Year by the President, with the concurrence of the
Committee. Student interns, temporary employees, contract
employees, and part-time employees averaging less than 20
hours per week during the plan year are not eligible to participate
in the plan.

2.1.7 Plan means this Incentive Compensation Plan.

2.1.8 Plan Year means the calendar year, January 1 through
December 31, over which both Bank and Participant performance
is measured.

2.1.9 President means the President of the Bank.

2
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3.0 Eligibility

3.1 All Participants must be employed by the Bank prior to October 1st in the
Plan Year. Employees employed on or after October 1st will be allowed
participation in the Plan if nominated by the President and approved by
the Committee.

3.2 Eligibility shall normally be limited to exempt level staff (grade 12 and
above) and officer positions.

3.3 Due to their unique role for the Bank and reporting relationship to the
Board, the Director of Internal Audit and Auditor staff will not be included
under the Plan, but will be eligible for a similar plan administered by the
Audit Committee of the Board.

3.4 The President (Level I) will not be included as an eligible participant
under this Plan, but will be eligible for a separate similar plan
administered by the Committee.

4.0 Incentive Award Opportunity

4.1 Each Plan Year, the Bank will provide an award opportunity to
Participants. The award opportunity shall be a percentage of each
Participant's annual base salary as described in Appendix A Table 1 –
Incentive Award Opportunity. Certain executive positions have a greater
and more direct impact than others on the annual success of the Bank;
therefore, these differences are recognized by varying award
opportunities for each Participant level.

4.2 There will be five levels of award opportunities:

Level I: President and Chief Executive Officer*

Level II: Senior Executive Officers**

Level III: Grades 22

Level IV: Grades 18-21

Level V: Grades 14-17

Level VI: Grades 12/E-13

*Level I is under a separate plan (see Section 3.4).

**Level II includes Chief Financial Officer, Chief Risk Officer, Chief Business Officer,
and Chief Administrative Officer.

3
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5.0 Performance Measures

5.1 Bankwide and individual performance measures will be established with
respect to each Plan Year as described in Appendix A. Three
achievement levels will be set for each Bankwide performance measure:

Threshold The minimum achievement level accepted for the
performance measure.

Target The planned achievement level for the performance
measure.

Maximum The achievement level for the performance measure which
substantially exceeds the planned level of achievement.

Individual performance goal measures will include four levels:

More is expected – performs at basic job requirements and does not
meet all line of sight goals.

Meets all goals – performs at or at times above basic job requirements
and meets all line of sight goals.

Exceeds expectations – performs consistently above basic job
requirements and exceeds all line of sight goals at a level surpassing
supervisor’s expectations.

Recognized enterprise performance – performs consistently at a high
level above basic job requirements, exceeds all line of sight goals and
performs at a level exceeding supervisor’s and senior management’s
expectations.

5.2 Bankwide measures will be established by the Committee with Board
approval.

5.3 Participants incentive awards will be based on Bankwide performance
objectives first and secondly on the individual performance goals, and
will vary by Participant level.

5.3.1 Participants will typically have two to four major goals established
that reflect the priorities of the Participant for the Plan Year.

5.3.2 Participants will work with their managers to develop individual
goals. Individual goals must be agreed upon and approved by the
manager and Human Resources in order to be eligible to receive
an incentive award based on individual performance.

4
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5.3.3 All performance goals are to remain in effect for the entire Plan
Year. However, in its sole discretion, the Committee with Board
approval may revise Bank performance measures and the
Participant’s senior manager may revise individual performance
goals for the Plan Year after the year commences subject to
Human Resources approval.

6.0 Award Determination

6.1 The method of determining the incentive award will be according to the
following sequence:

6.1.1 After the plan year ends determine the Participant’s base salary
for the Plan Year.

6.1.2 Using a linear approach, evaluate actual Bank performance
against the Bankwide performance between threshold and target,
or target and maximum.

6.1.3 Evaluate actual individual Participant performance against the
individual performance goals. Assess performance as it relates to
“More is expected,” “Meets all goals,” “Exceeds expectations,”
and “Recognized enterprise performance”.

6.1.4 Locate the applicable Participant Level in the Incentive Award
Opportunity table (Table 1 – Appendix A), and determine the
interpolated award opportunity by relating the Bank Performance
achievement level (derived in 6.1.2) to the Individual
Performance achievement level (derived in 6.1.3).

6.1.5 Determine the “incentive award pool” for each participation level
by relating the Bank Performance achievement level (derived in
6.1.2) to the award opportunity in the Incentive Award
Opportunity table (Table 1 – Appendix A).

6.1.6 The President with Committee approval may recommend the
Board adjust the awards of Participants.

5
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6.2 Level II and Level III Participants shall not receive an award under this
Plan if during the most recent examination of the Bank by the Federal
Housing Finance Board (FHFB) or successor regulator, an unsafe or
unsound practice or condition with regard to the Bank was identified
unless the practice or condition took place prior to start of employment,
comes to the attention of said Participant and is not continued.
However, the Level II and III Participants may receive such award
provided that the finding of an unsafe or unsound practice or condition is
subsequently resolved within the Plan Year in favor of the Bank by the
FHFB. The Board, in its sole discretion may take into consideration
mitigating factors to approve the award as noted in 11.11
(Miscellaneous Conditions).

6.3 Any Participant receiving a written warning for performance or
misconduct at any time during the Plan Year will not receive an award
unless approved by the Executive Management Committee of the Bank.

7.0 Award Conditions

7.1 If the Bank achieves its threshold performance measures but a
Participant's performance fails to meet all goal expectations no incentive
award will be made to the Participant. Likewise, should any individual
Participant's performance meet expectations but the Bank fails to
achieve threshold performance no incentive award will be made to any
Participant. However, at the Committee’s sole discretion, an incentive
award may be recommended for Bank performance below threshold
subject to final approval by the Board.

8.0 Participant Performance Reviews

8.1 Participant performance reviews will be scheduled to occur semi-
annually with a final assessment after the Plan Year ends.

8.2 The Participant’s performance will be appraised by their immediate
manager, and reviewed by Human Resources.

6
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9.0 Plan Communication

9.1 Communications with Participants regarding the Plan should be made
according to the following schedule:

Fourth quarter of the prior year Communicate next year's Bank
and department goals, and identify
next year's Plan Participants.

First quarter of the Plan Year Communicate Bankwide goals for
the Plan Year. Set Individual goals.

Semi-Annually Interim assessments of progress
toward achieving individual goals.

End of Plan Year Final assessment of Bank and
individual performance.

10.0 Administrative Control

10.1 The Bank's Human Resources Department will administer the Plan.

10.2 The Board will have ultimate authority over the structure and goals of
the Plan, and any incentive payouts from the Plan.

11.0 Miscellaneous Conditions

11.1 Participants must be employed by the Bank until the pay period in which
the payments are made – in February of the following year.

11.2 Employees of the Bank who are hired on or after October 1st may (i) be
nominated for participation in the Plan in accordance with Section 3.1,
and be eligible to (ii) receive a prorated incentive award.

11.3 After the Plan Year commences, employees of the Bank who are
transferred or promoted into an eligible position prior to October 1st of
the Plan Year will be required to submit revised individual goals,
including any manager specific goals (if applicable), within 30 days from
transfer/promotion in order to be eligible for a pro-rated incentive award.

11.4 The President may nominate Participants who retire, die, or become
disabled during the Plan Year to be eligible to receive a prorated award.

11.5 Notwithstanding any Plan provision to the contrary, mere participation in
the Plan will not entitle a Participant to an award.

7
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11.6 The designation of an employee as a Participant in the Plan does not
guarantee employment. Nothing in this Plan shall be deemed (i) to give
any employee or Participant any legal or equitable rights against the
Bank, except as expressly provided herein or provided by law; or (ii) to
create a contract of employment with any employee or Participant, to
obligate the Bank to continue the service of any employee or
Participant, or to affect or modify any employee's or Participant's term of
employment in any way.

11.7 The right of the Bank to discipline or discharge a Participant shall not be
affected by any provision of this Plan.

11.8 In the event the Bank does not achieve threshold performance levels,
the President may recommend, with the concurrence of the Committee,
eligibility for incentive awards for extraordinary individual performance.

11.9 All awards under the Plan will be paid out through regular payroll and
will be subject to applicable payroll tax withholdings and other
appropriate deductions.

11.10 Incentive awards will be made as soon as practical following the end of
the Plan Year, but no later than the last pay period in February.

11.11 The Board has the right to revise, modify, or terminate the Plan in whole
or in part at any time or for any reason, and the right to modify any
recommended incentive award amount (including the determination of a
lesser award or no award), without the consent of any Participant.

11.12 Since no employee has a guaranteed right to any award under this Plan,
any attempt by an employee to sell, transfer, assign, pledge, or
otherwise encumber any anticipated award shall be void, and the Bank
shall not be liable in any manner for or subject to the debts, contracts,
liabilities, engagements or torts of any person who might anticipate an
award under this program.

11.13 This Plan shall at all times be entirely unfunded and no provision shall at
any time be made with respect to segregating assets of the Bank for
payment of any award under this program.

11.14 The Plan shall be construed, regulated, and administered in accordance
with the laws of the state of Washington, unless otherwise preempted by
the laws of the United States.

8
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11.15 If any provision of the Plan is held invalid or unenforceable, its invalidity
or unenforceability shall not affect any other provision of the Plan, and
the Plan shall be construed and enforced as if such provision had not
been included herein.

11.16 If a Participant dies before receiving his or her award, any amounts
determined to be paid under this Plan shall be paid to the Participant’s
surviving spouse, if any, or if none, to the Participant’s estate. The
Bank's determination as to the identity of the proper payee of any
amount under this Plan shall be binding and conclusive and payment in
accordance with such determination shall constitute a complete
discharge of all obligations on account of such amount.

11.17 Any agreements or representations, oral or otherwise, express or
implied, with respect to the subject matter of this Plan which are not
contained herein will have no effect or enforceability.

9
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FEDERAL HOME LOAN BANK OF SEATTLE

Bank Incentive Compensation Plan (BICP) – Annual Plan

APPENDIX A

2007 Plan Year
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Incentive Award Opportunity (as a percentage of base salary)

The interpolated incentive award is determined based on a linear approach against
Bankwide measures at or between threshold and target, or target and maximum, and
adjusted for individual performance as follows:

Table 1 – Incentive Award Opportunity

Individual

Performance

Bank Performance

Level
No

Award Threshold Target Maximum

I – President & CEO Recognized Enterprise
Performance

Separate Plan (see Section 3.4)Exceeds Expectations
Meets all Goals
More is Expected

II – Sr. Executive Officers Recognized Enterprise
Performance 0% 30% 40% 50%
Exceeds Expectations 0% 20% 30% 40%
Meets all Goals 0% 15% 20% 30%
More is Expected 0% 0% 0% 0%

III – Grades 22 Recognized Enterprise
Performance 0% 25% 30% 35%
Exceeds Expectations 0% 20% 25% 30%
Meets all Goals 0% 15% 20% 25%
More is Expected 0% 0% 0% 0%

IV – Grades 18-21 Recognized Enterprise
Performance 0% 20% 25% 30%
Exceeds Expectations 0% 15% 20% 25%
Meets all Goals 0% 10% 15% 20%
More is Expected 0% 0% 0% 0%

V – Grades 14-17 Recognized Enterprise
Performance 0% 15% 20% 25%
Exceeds Expectations 0% 10% 15% 20%
Meets all Goals 0% 5% 10% 15%
More is Expected 0% 0% 0% 0%

VI – Grades 12/E-13 Recognized Enterprise
Performance 0% 7% 10% 12%
Exceeds Expectations 0% 4% 7% 10%
Meets all Goals 0% 1% 3% 5%
More is Expected 0% 0% 0% 0%

11
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Bank Performance Measures

There will be one Bank performance measure for the 2007 Plan Year. The
achievement level for Bankwide performance measure shall be a Profitability goal
according to specific measurements as adopted by the Board of Directors.

Individual Performance Measures

There will be two to four Individual performance goals for the 2007 Plan year. The
Individual Performance Achievement Levels (More is expected, Meets all goals,
Exceeds expectations, Enterprise Performance) is determined by the Individuals
overall goal performance.

12
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Exhibit 31.1

Certification of the President and Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Richard M. Riccobono, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of the Federal Home Loan Bank of Seattle;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and
have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: August 10, 2007

/s/ Richard M. Riccobono

Richard M. Riccobono
President and Chief Executive Officer
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Exhibit 31.2

Certification of the Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Mark R. Szczepaniak, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of the Federal Home Loan Bank of Seattle;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and
have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: August 10, 2007

/s/ Mark R. Szczepaniak

Mark R. Szczepaniak
Executive Vice President and Chief Financial
Officer
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Exhibit 32.1

Certification of the President and Chief Executive Officer
Pursuant to 18. U.S.C. Section 1350,

As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Report of the Federal Home Loan Bank of Seattle (“the Bank”) on Form 10-Q for the
period ended June 30, 2007 as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), I, Richard M. Riccobono, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to §906 of
the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Bank.

Date: August 10, 2007

/s/ Richard M. Riccobono

Richard M. Riccobono
President and Chief Executive Officer
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Exhibit 32.2

Certification of the Chief Financial Officer
Pursuant to 18. U.S.C. Section 1350,

As Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Report of the Federal Home Loan Bank of Seattle (“the Bank”) on Form 10-Q for the
period ended June 30, 2007 as filed with the Securities and Exchange Commission on the date hereof (the
“Report”), I, Mark R. Szczepaniak, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to §906 of
the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Bank.

Date: August 10, 2007

/s/ Mark R. Szczepaniak

Mark R. Szczepaniak
Executive Vice President and Chief Financial
Officer
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