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Disclosure

Washington Federal (the “Bank”) is providing the information contained in this document for discussion purposes only in 
connection with a proposed arm’s-length commercial banking transaction between you and the Bank. In providing this 
information, the Bank: (i) is acting for its own financial and other interests that may differ from yours; (ii) is not acting as your 
municipal advisor or financial advisor and has no fiduciary duty to you in connection with these materials; and (iii) is not 
recommending any action with respect to the information contained in this document. Before acting on this information, it 
should be discussed with the financial and/or municipal, legal, accounting, tax and other advisors you deem appropriate. 

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, EXTEND CREDIT, OR TO FORBEAR FROM ENFORCING 
REPAYMENT OF A DEBT ARE NOT ENFORCEABLE UNDER WASHINGTON LAW.
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The Bank’s Key Financial Metrics
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Rate Environment 
▪ Economy – Actual  vs. Target

o Unemployment – 3.7%                            (CBO target 4.6%).
o Core PCE (Inflation) – 1.58%            (FOMC target is 2.0%).
o GDP – 2.0%                (SF Fed Long Trend Estimate 1.75%).

• We are 6 rate cuts away from ZLB (aka ELB).

▪ The Next FOMC Meeting will be October 29 & 30.
o Analysts say we’ll see 1-more rate cut (in Oct or Dec).
o The Market says the chance of an Oct rate cut is 62%.

▪ FOMC Disagreement means Uncertainty for Short Term Rates.
o 9/18/19 – FOMC announces 25bps cut in Fed Funds Rate.
o 9/18/19’s Dot Plot shows the median projection for Fed 

Funds in 2020 is 1.90%, which means a rate hike in 2020.
o 9/20/19, St. Louis Fed’s Bullard says, “In my view, 

lowering the target range by 50bps … would have been a 
more appropriate action.”

o Boston Fed’s Rosengren voted against the rate cut and 
said in a speech on 9/20/19 that such accommodation in 
a robust economy is unusual and one potential cost, “is 
that very low rates can encourage households and firms 
to take excessive risks.”

o Only two more FOMC meetings before the 2020 voters, 
who might be a little less apt to cut rates, have their say.

WA Fed Bank Disclaimer: The views Pete Sullivan expresses are his alone 
and do not necessarily reflect those of Washington Federal Bank.

Fed Funds, 1M LIBOR & 2/10 Treasury

The Future – One of Many Possibilities
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Scenarios – Rates are INDICATIVE only & are neither FIRM nor BINDING
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Credit Facilities

▪ Draw to Term Loan

o Best of both worlds.

o A line of credit and a term loan wrapped into one.

o Short-term liquidity that turns into a term loan.

o At the end of the draw period, the principal repayment begins, although the commitment can be reduced to the actual 
amount borrowed, which helps when there is cost uncertainty at the beginning of the project.

o Reduce Costs with … 
• Flexible commitment.
• Gradual draws instead of the amount being fully funded at closing.
• A fixed rate.
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Credit Facilities

▪ Draw Period

o Draw Period – ability to draw when funds needed.

o The draw period functions like a line of credit.

o Interest only during the draw period.

o No unused fee.

o Up to a 3-year draw period is possible.

o Fixed Interest Rate during draw period.

o At the end of the draw period, if the full 
commitment amount hasn’t been drawn, the 
amortization schedule can be adjusted to what was 
actually drawn and used for the projects.

• For example: If the City had $5 million 
available on the Draw to Term Loan and 
only used $4 million, the amortization 
schedule would be set up for $4 million and 
the remaining $1 million of the 
commitment would be released back to the 
bank. 
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Credit Facilities

▪ Term Loan Period – w/ a 20 Year Maturity

o Traditional Amortization – Annual Principal.

o Semi-Annual Interest (dates are flexible).

o Call provisions can be placed at any point.

o Maturity can be 10, 20 or 30 years.

o Usually there are prepayment penalties.

o Interest Rates can only be fixed for 10 years.

o Fixed interest rate for 1st 10 years, including the 
draw period – rate reset at year 11.

• Most bonds are called at 10 years.
• Only pay interest on advanced amounts.

o Debt Service Coverage Requirement – 1.25x

o Reserve Requirement – 10% of original principal 
amount.
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$1,294,000

15 Year Term Loan

Water & Sewer Projects

2017
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• Founded in 1917 – 100 Years of Banking Experience

• Operate over 230 branches in 8 western states.

• Largest  bank headquartered in Washington State 

• Over $15 billion in assets

• Corporate headquarters:

• 425 Pike St, Seattle, WA.

• Three Lines of Business:

o Retail Banking;

o Commercial Banking;

o Commercial Real Estate.
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Contact Information

Pete Sullivan
Washington Federal
Municipal Lender
206-626-8111
pete.sullivan@wafd.com


