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• Non -housing: $4.02 
trillion

• Housing: $ 9.65 trillion

• 1st Mortgages up $120 
billion in Q1

• 2nd down $6 billion
• Non-housing up $10 

billion

• 1Q 0.9% increase, up 
from 0.2% in 4Q
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Credit Unions hold 
$1.048 Trillion as of 
March end.

Housing = 519.02 B
Non Housing = 529.24 B
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• Student Ln: $1.49 trillion
• Other: $ 0.40 trillion
• Credit Card: $ 0.85 trillion
• Auto Loan: $ 1.28 trillion

In Q1:
• Student ln up 2.0%
• Autos up 0.5%
• Cards down 2.5%
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Q4 2014 Mix

Credit Card 45.97 13.2%

All Other Unsecured 32.24 9.3%

New Vehicle 86.36 24.8%

Used Vehicle 143.69 41.3%

Leases & All Other 39.9 11.5%

Total Consumer 348.16 100.0%

Q1 2019 Mix Change

Credit Card 61.08 11.5% -1.7%

All Other Unsecured 43.21 8.2% -1.1%

New Vehicle 146 27.6% 2.8%

Used Vehicle 220.46 41.7% 0.4%

Leases & All Other 58.49 11.1% -0.4%

Total Consumer 529.24 100.0%

Source: NCUA, ALL CUs: federally and privately insured
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Source: Experian



Financial Strategy Symposium 2019

State of the Industry – Challenges & Implications

Aaron Martini, CTP. Manager, ALM Services

July 25, 2019

4

7

What is the average term of a new auto?

What is the average term of a used auto?
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What is the average rate of a prime new auto?

What is the average rate of a prime used auto?
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Earnings growing faster than 
assets over the past five 
years, expanding Net Worth

Source: NCUA, Federally Insured CUs only
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<$2M $2-10M $10-50M $50-100M $100-500M $500M+ Total

2M Under All Open US Cus2M-10M All Open US Cus10M-50M All Open US Cus50M-100M All Open US Cus100M-500M All Open US Cus500M and Over All Open US CusAll Open US CUs AVG

Industry Statistics

Average As set Size (000s ) $877 $5,450 $26,539 $71,757 $222,242 $2,000,384 $337,658

Pct of Number of Credi t Unions 6.87% 15.69% 28.98% 13.29% 21.59% 13.57% 100%

Pct of Indus try As sets 0.04% 0.23% 1.14% 3.08% 9.55% 85.95% 100%

GROWTH RATES

Tota l  As sets 1.30% 6.03% 10.09% 11.40% 13.54% 16.19% 15.41%

Total  Loans -8.20% -1.86% 0.08% -0.69% 0.86% 3.33% 2.77%

Total  Shares 2.41% 6.79% 11.04% 12.32% 14.93% 19.69% 18.37%

Net Worth -1.49% 1.69% 4.67% 5.14% 6.55% 10.29% 9.29%

CAPITAL ADEQUACY

Net Worth Ratio 18.73% 15.73% 12.85% 11.76% 11.20% 11.02% 11.15%

Equity Capita l  Ratio 18.67% 15.67% 12.73% 11.55% 10.90% 10.74% 10.87%

Capita l  Ra tio 20.00% 16.35% 13.21% 12.02% 11.45% 11.38% 11.48%

Source: NCUA, ALL CUs: federally and privately insured
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<$2M $2-10M $10-50M $50-100M $100-500M $500M+ Total

BALANCE SHEET COMPOSITION

Loans/Assets 46.45% 49.76% 49.62% 54.22% 62.35% 68.06% 66.39%

Vehicle Loans/Net Loans 69.04% 66.81% 48.71% 41.66% 41.69% 35.20% 36.55%

RE Loans/Net Loans 2.08% 8.70% 33.15% 42.09% 43.27% 52.83% 50.82%

1st Mtg Loans/Net Loans 1.89% 5.47% 24.53% 32.83% 33.92% 43.91% 41.85%

Commercial  Loans/Net Loans 0.09% 1.68% 2.25% 6.13% 7.92% 9.92% 9.40%

LIQUDITY POSITION

Cash & Short-Term Invs/Assets 37.84% 27.80% 22.39% 19.75% 14.47% 13.17% 13.79%

Borr. & NM Depos its/Shares  & Liab. 90.91% 84.56% 82.69% 78.51% 76.59% 72.54% 73.54%

Net Liquid Assets/Shares  & Liab. 36.94% 25.19% 25.05% 25.25% 22.18% 23.01% 23.01%

Net Long-term Assets/Assets 3.42% 7.87% 19.92% 26.35% 33.26% 41.93% 39.66%

LOAN QUALITY 3.10% 1.98% 1.15% 0.96% 0.95% 0.86% 0.89%

Del inquency Rate 1.89% 1.38% 0.75% 0.61% 0.53% 0.43% 0.46%

Net Charge-off Rate 1.21% 0.60% 0.40% 0.35% 0.42% 0.43% 0.43%

Source: NCUA, ALL CUs: federally and privately insured
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<$2M $2-10M $10-50M $50-100M $100-500M $500M+ Total

EARNINGS

Investment Yield 1.25% 1.82% 2.06% 2.09% 2.29% 2.47% 2.40%

Loan Yie ld 6.43% 5.83% 5.28% 4.95% 4.84% 4.51% 4.58%

Ass et Yield 4.07% 4.12% 3.79% 3.77% 3.99% 3.95% 3.85%

Cos t of Funds 0.47% 0.50% 0.43% 0.53% 0.61% 0.90% 0.74%

Gross  Net Margin 3.60% 3.62% 3.36% 3.24% 3.38% 3.05% 3.11%

Provis ion Expens e 0.65% 0.32% 0.20% 0.20% 0.28% 0.34% 0.33%

Net Interes t Margin 3.53% 3.56% 3.54% 3.48% 3.73% 3.48% 3.44%

Net Operating Expens e 4.00% 3.31% 3.02% 2.89% 2.99% 2.47% 2.57%

Net Income (Return on Assets ) -0.47% 0.25% 0.52% 0.59% 0.74% 1.01% 0.87%

Source: NCUA, ALL CUs: federally and privately insured
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• Crazy results

• Little CUs have unstable 
earnings

ROA Charter CU Region ROA Charter CU Region

31.02% 24767 UNIFIED HOMEOWNERS OF ILLINOIS Western -204.14% 68535 STAR Western

23.22% 24862 THE FINEST Eastern -65.24% 24016 BETHANY BAPTIST CHRISTIAN Eastern

21.05% 24863 SENECA NATION OF INDIANS Eastern -51.19% 24882 COMMUNITY HOPE Western

16.96% 22314 CHOCTAW Southern -24.40% 6239 O. F. TOALSTON Eastern

11.39% 24848 COMMUNITY PROMISE Eastern -24.05% 24336 FIRST MIAMI UNIVERSITY STUDENT Eastern

ROA Charter CU Region ROA Charter CU Region

23.22% 24862 THE FINEST Eastern -65.24% 24016 BETHANY BAPTIST CHRISTIAN Eastern

21.05% 24863 SENECA NATION OF INDIANS Eastern -24.40% 6239 O. F. TOALSTON Eastern

11.39% 24848 COMMUNITY PROMISE Eastern -24.05% 24336 FIRST MIAMI UNIVERSITY STUDENT Eastern

9.27% 20157 ST. THOMAS MORE Eastern -18.44% 5098 CONSTELLATION Eastern

9.27% 24823 URBAN UPBOUND Eastern -6.69% 22351 NBC (N.Y.) EMPLOYEES Eastern

ROA Charter CU Region ROA Charter CU Region

16.96% 22314 CHOCTAW Southern -22.39% 68424 CREDIT UNION SOUTH Southern

7.13% 22005 ENGAGE Southern -21.72% 60261 GRAPHIC ARTS Southern

6.07% 24898 CIVIC Southern -17.82% 14193 FORREST COUNTY TEACHERS Southern

6.03% 24867 REDEEMER Southern -15.45% 62777 OAK POINT EMPLOYEES Southern

5.34% 67602 CEN TEX MANUFACTURING Southern -14.44% 67498 ORANGE COUNTY TEACHERS Southern

ROA Charter CU Region ROA Charter CU Region

31.02% 24767 UNIFIED HOMEOWNERS OF ILLINOIS Western -204.14% 68535 STAR Western

10.40% 10442 UNITED ADVANTAGE NW Western -51.19% 24882 COMMUNITY HOPE Western

6.75% 24889 CLEAN ENERGY Western -23.75% 24736 PACOIMA DEVELOPMENT Western

5.13% 3602 FROID Western -19.26% 24852 NORTHERN EAGLE Western

4.10% 12608 OLATHE Western -14.14% 9590 ESPEECO Western

Highest ROA - Western Lowest ROA - Western

Highest ROA - All Cus Lowest ROA - All Cus

Highest ROA - Eastern Lowest ROA - Eastern

ROA

Highest ROA - Southern Lowest ROA - Southern



Financial Strategy Symposium 2019

State of the Industry – Challenges & Implications

Aaron Martini, CTP. Manager, ALM Services

July 25, 2019

9

17

• Looking at those with at least 
100 mil in assets normalizes 
results

ROA Charter CU Region ROA Charter CU Region

6.43% 61522 OAKLAND COUNTY Eastern -18.44% 5098 CONSTELLATION Eastern

5.05% 68573 EMORY ALLIANCE Southern -2.04% 24495 APPALACHIAN COMMUNITY Southern

2.91% 62801 WEST COMMUNITY Western -1.92% 1404 NASSAU FINANCIAL Eastern

2.64% 24563 ESL Eastern -0.71% 61755 FRANKENMUTH Eastern

2.56% 8905 SUNBELT Southern -0.69% 68623 GCS Western

ROA Charter CU Region ROA Charter CU Region

6.43% 61522 OAKLAND COUNTY Eastern -18.44% 5098 CONSTELLATION Eastern

2.64% 24563 ESL Eastern -1.92% 1404 NASSAU FINANCIAL Eastern

2.42% 1021 FIRST FINANCIAL Eastern -0.71% 61755 FRANKENMUTH Eastern

2.39% 61797 ELGA Eastern -0.62% 15095 PINNACLE Eastern

2.24% 3830 MASS. INSTITUTE OF TECH. Eastern -0.45% 64884 GOLD Eastern

ROA Charter CU Region ROA Charter CU Region

5.05% 68573 EMORY ALLIANCE Southern -2.04% 24495 APPALACHIAN COMMUNITY Southern

2.56% 8905 SUNBELT Southern -0.48% 60160 PIEDMONT ADVANTAGE CREDIT UNIONSouthern

2.36% 67915 WESTEX COMMUNITY Southern -0.45% 67668 FLORIDA CENTRAL Southern

2.25% 67521 GUARDIANS Southern -0.38% 404 GREATER NEW ORLEANS Southern

2.25% 159 THREE RIVERS Southern -0.20% 61800 FORT MCCLELLAN Southern

ROA Charter CU Region ROA Charter CU Region

2.91% 62801 WEST COMMUNITY Western -0.69% 68623 GCS Western

2.54% 64049 DUPACO COMMUNITY Western -0.68% 10790 SOLANO FIRST Western

2.47% 65722 FREEDOM NORTHWEST Western -0.60% 60383 CENTRAL MISSOURI COMMUNITY Western

2.27% 63189 WHITE EAGLE Western -0.60% 62031 HEARTLAND Western

2.18% 63199 LINCOLN  COUNTY Western -0.42% 4900 COOPERATIVE CENTER Western

Highest ROA - Southern Lowest ROA - Southern

Highest ROA - Western Lowest ROA - Western

ROA

Highest ROA - All Cus Lowest ROA - All Cus

Highest ROA - Eastern Lowest ROA - Eastern

18

• Assets rose to 909 Mil from 
362 Mil

• RE 62.81% v 48.51%

• Autos 21.22% v 37.04%

• Cards 6.26% v 5.43%

• Total Loans 70.68% v 70.39%
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• Deposits: more MMKTs, less 
Regular shares, less Drafts

• Typically slightly better AY, 
jumped up in 1Q

• Lower COF, jumped up in 1Q

20

• The real driver is the merger, 
which added 9.4 Mil
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• The real driver is disposition of 
fixed asset for $2.3 million

22

• The real driver is disposition of 
fixed asset for $1.9 million
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• Net worth declines, but equity 
capital rises

• ROA north of 1.30% for the last 
4 periods

• Loan composition largely in-line 
with peers

24

• Less loans overall

• Very lean cash position

• More investments

• Strong equity
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• Overall asset yield in-line

• Higher composition to 
investments

• Outperformance in both

26

• COF consistently pay more in 
Q1 18 bps

• Lower non-int inc in Q1 49 bps

• Lower non-int exp in Q1 58 bps

• Lower provision in Q1 28 bps

• Above elements add 19 bps to 
bottom line

• Asset yield only providing 6 bps
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• ROA north of 2% for the last 4 
periods

• Loan composition shifted 
toward autos

28

• Asset yield consistently above 
peer 5.13% v 4.17%

• Inv yield mostly in-line 2.29% v 
2.27%

• Very high loan yield 8.05% v 
4.89%
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• COF was above peer, but 
stopped, everyone else caught 
up

• Non-int inc 4.25% v 1.23%

• Non-int exp 5.35% v 3.71%

• Net op exp 1.10% v 2.48%

• Provision was consistently 
above, fell below at 0.28% v 
0.33%

30

• ROA north of 2.30% for the last 
4 periods, 9Q avg 2.47%

• Loan composition 10 points 
below peers on mortgages, 3 
points above on autos, “other 
loans” 8 points above
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• Asset yield consistently above 
peer 5.22% v 4.18%

• Inv yield mostly in-line 2.21% v 
2.34%

• Loan yield 5.40% v 4.76%

• Loans to assets ~90%
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• COF above peers and climbing

• Non-int inc 2.68% v 1.47%

• Non-int exp 4.34% v 3.57%

• Net op exp 1.66% v 2.10%

• Provision was consistently 
above, fell below at 0.11% v 
0.34%

• High loan mix key to success –
avg 90% of assets
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• The agencies intend to limit the use of numerical thresholds or other “bright-
lines” in describing expectations in supervisory guidance. Where numerical 
thresholds are used, the agencies intend to clarify that the thresholds are 
exemplary only and not suggestive of requirements. 

• Examiners will not criticize the institution for a "violation" of supervisory 
guidance. Citations will be for violations of law, regulation, or non-
compliance with enforcement orders or other enforceable conditions. 
However, examiners may still identify unsafe or unsound practices or other 
deficiencies in risk management, including compliance risk management, or 
other areas that do not constitute violations of law or regulation.

• Multiple issuances of supervisory guidance on the same topic will be limited.

Changing Exams

34

Challenges & Opportunities

Autos
• Over-reliance
• Potential for declines

Sharing economy
• Better utilization
• Reduced need for 

purchase
• Access vs ownership

Transfer of wealth
• Potential loss of deposits
• More expensive funding

Economies of scale
• Mergers & aggregation

Economy
• Slowdown?
• Market rate outlook
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• More electric

• More automation – connectivity, 
updates

• More sharing – run more 
frequently, shorten replacement 
cycles

• More fleet sales
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Car subscriptions
• Access by BMW $1399 - $2699

• Book by Cadillac -not accepting 
new members

• Care by Volvo $700- $800

• Even dealers getting into the game

Include everything 

but 

the fuel!
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Sharing economy – Why?
• Economic

• Environmental

• Social 

• Practical

Auto space alone
• Uber/Lyft - Hyrecar

• Kangaride/ rdvous – long 
distance carpooling

• Turo - car sharing 
marketplace

• Zipcar - car sharing network

• Car2go/ sharenow

40

There’s even services to 
rent you a car to drive 

for uber/lyft!

Hyrecar
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• Over the next 25 years, $68 
trillion expected to change 
hands 

• 70% or $48 trillion from 
Boomers aged 50-70

• Only 10% expect to receive 
inheritance in the next 10 
years

• Less than ¼ plan to use 
services of trusted financial 
institution or advisor to handle 
inheritance

Sources: Cerulli Associates, FIS Pace 2018

42

Source: NCUA Financial Trends in Federally Insured Credit Unions Mar 31, 2019 Source: Steve Rick CUNA Mutual
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Student Loan 10.9%

Credit Card 8.3%

Other 7.2%

Auto Loan 4.7%

Home Eq Line 1.3%

Mortgage 1.0%

44

Dividend cuts are happening already!!!

In June:

Marcus - cut it’s rate to 2.15% from 2.25%

Ally – cut it’s rate to 2.10% from 2.20%

How many of you raised your dividend rates this year?
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Positioning for a flat to declining rate environment

Asset Side:
• Extend duration, buoy yields

• Reduce negative convexity

• Limit ARMs and floaters

• Bullet vs callable investments

• Consider credit/delinquency impacts

Liability Side:
• Have ability to reduce dividend expense

• Shorten funding term

Other factors:
• Higher liquidity?

• Deleveraging

• Flight to safety

• Wealth transfer

• Competition

• Credit concerns

46
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Example1:
140 mil assets
loan mix = 64% 
Autos = 54.4% 
RE = 7.1% 
Asset yield = 4.56%
COF = 1.24%

Projected Earnings Analysis
June 30, 2019  -300 -200 -100 Base Case +100 +200 +300

Interest Income 5,732 5,970 6,382 6,794 7,188 7,569 7,943

Interest Expense 743 998 1,401 1,866 2,331 2,950 3,570

Net Interest Income 4,989 4,972 4,980 4,928 4,857 4,619 4,374

  Dollar Change 61 44 52 (71) (309) (554)

  Percent Change 1.24% 0.89% 1.06% -1.44% -6.27% -11.25%

Non Interest Income 1,431 1,431 1,431 1,431 1,431 1,431 1,431

Non Interest Expense 4,341 4,341 4,341 4,341 4,341 4,341 4,341

Provision for Loan Losses 1,275 1,275 1,275 1,275 1,275 1,275 1,275

Net Income 804 787 795 743 672 434 188

Dollar Change 61 44 52 (71) (309) (554)

Percent Change 8.21% 5.94% 7.05% -9.55% -41.60% -74.63%

Projected ROA 0.59% 0.58% 0.58% 0.54% 0.49% 0.32% 0.14%

Projected Income/Expense (Year 1)

Key points
High COF can fall
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Projected Earnings Analysis
June 30, 2019  -300 -200 -100 Base Case +100 +200 +300

Interest Income 3,447 3,639 4,008 4,314 4,579 4,824 5,057

Interest Expense 124 124 124 141 473 625 778

Net Interest Income 3,323 3,515 3,884 4,174 4,106 4,199 4,279

  Dollar Change (851) (659) (290) (68) 25 105

  Percent Change -20.39% -15.79% -6.95% -1.63% 0.60% 2.53%

Non Interest Income 2,680 2,680 2,680 2,680 2,680 2,680 2,680

Non Interest Expense 5,366 5,366 5,366 5,366 5,366 5,366 5,366

Provision for Loan Losses 190 190 190 190 190 190 190

Net Income 447 639 1,008 1,298 1,230 1,323 1,403

Dollar Change (851) (659) (290) (68) 25 105

Percent Change -65.59% -50.78% -22.34% -5.24% 1.92% 8.12%

Projected ROA 0.36% 0.52% 0.82% 1.06% 1.00% 1.08% 1.14%

Projected Income/Expense (Year 1)

Example2:
123 mil assets
loan mix = 47% 
Autos = 23.5% 
RE = 16.0% 
Asset yield = 3.45%
COF = 0.11%

Key points
low COF can’t fall
Investment yield falls fast

Questions?

Aaron Martini, CTP
Manager, ALM Client Services

Catalyst Strategic Solutions

amartini@catalystcorp.org

800-442-5763 ext. 7869

214-703-7869
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