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1) CUSource, LLC. (dba Catalyst Strategic Solutions) is a wholly owned subsidiary of Catalyst Corporate Federal Credit Union.  Catalyst Strategic Solutions (“CSS”) is an SEC registered investment 
advisor with fiduciary duty that requires it to act, in all cases, in the best interests of clients over those of Catalyst Strategic Solutions.  Registration as an SEC investment advisor does not infer nor 
imply any specific level of skill, expertise or training.  Support, access, and consulting with CSS advisors is limited to clients with an active Advisory Agreement and acceptance of Catalyst Strategic 
Solutions Advisory Brochure. All investments involve risk and may lose money.

The content in this presentation is provided for informational purposes and should not be relied upon as recommendations or financial advice. We encourage you to seek personalized advice from 
qualified professionals regarding all personal finance issues. While such information is believed to be reliable, no representation or warranty is made concerning the accuracy of any information 
presented. Statements herein that reflect projections or expectations of future financial or economic performance are forward-looking statements. Such “forward-looking” statements are based 
on various assumptions, which may or may not prove to be accurate. Accordingly, there can be no assurance that any assumptions or statements will accurately predict future events or actual 
performance. No representation or warranty can be given that any estimates, opinions, assumptions, or forecasts made herein will prove to be accurate. Actual results for any period may or may not 
approximate such forward-looking statements. No representations or warranties whatsoever are made by Catalyst Strategic Solutions as to the future profitability of any trade, investment, or 
strategy recommended by Catalyst Strategic Solutions.

Moreover, this report was prepared as of the date indicated herein. No representation or warranty is made that any of the projections, outcomes, returns or financial metrics detailed herein will be 
achieved in the future.  Past performance is not a predictor of future results. Certain assumptions have been made in preparing this material that have resulted in the projections, outcomes, returns 
and financial metrics detailed herein. Changes to the assumptions may have a material impact on all aspects of the projections, outcomes, returns or financial metrics displayed herein. 
Furthermore, Catalyst Strategic Solutions gives no representation, warranty, or accepts any liability, as to the accuracy or completeness of the information contained this report. This report was 
prepared for informational purposes only, without regard to any particular user’s investment objectives, financial situation, or means, and Catalyst Strategic Solutions is not soliciting any action 
based upon it. This material is not intended as, nor should it be construed in any way as accounting, tax, legal, or investment advice including within the meaning of Section 975 of the Dodd-Frank 
Wall Street Reform and Consumer Protection Act. Certain transactions give rise to substantial risk and are not suitable for all investors. Any strategies discussed herein can have volatile 
performance and may employ leverage. Moreover, investment advisory fees and expenses may offset trading gains. This document was prepared by Catalyst Strategic Solutions and contains 
information which is deemed confidential and may also be privileged. It is for the exclusive use of the intended recipient(s). If you are not the intended recipient(s), please note that any distribution, 
copying, or use of this document or the information contained herein is strictly prohibited. If you have received this report in error, please notify the sender immediately and then destroy any copies 
of it. Catalyst Strategic Solutions neither owes nor accepts any duty or responsibility to the unauthorized reader. Catalyst Strategic Solutions shall not be liable in respect of any loss, damage, or 
expense of whatsoever nature which is caused by any use the unauthorized reader may choose to make of this report, or which is otherwise a result of gaining access to the report by the 
unauthorized users. This content contains information from a variety of internal and external sources.  While we believe this all data to be reliable, we cannot guarantee the reliability or the data’s 
accuracy, timeliness, completeness, or appropriateness for any particular purpose.

2) Catalyst Corporate FCU (“Catalyst”) utilizes CU Investment Solutions, LLC to provide brokerage services.  All securities are offered through CU Investment Solutions, LLC. The home office is 
located at 8500 W 110th St, Suite 650, Overland Park KS 66210.  CU Investment Solutions, LLC registered with the Securities and Exchange Commission (SEC) as a broker-dealer under the 
Securities Exchange Act of 1934.  CU Investment Solutions, LLC is registered in the state of Kansas as an investment advisor. Member of FINRA and SIPC. All investments carry risk; please speak with 
your representative to gain a full understanding of said risks. Securities offered are not insured by the FDIC or NCUSIF and may lose value. All opinions, prices and yields are subject to change 
without notice.

CUSource LLC., dba Catalyst Strategic Solutions.  All rights reserved
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2026 Derivatives Symposium

Derivative hedging, a key strategic tool for 
managing interest rate risk, is gaining momentum 
with credit unions. Find out why. Join our team and 
other industry experts for a holistic review of 
derivatives. 

During this session, you'll learn more about: 

• Fair value & cash flow hedging strategies

• Swap and option pricing

• Key components of hedge accounting

• Counterparty documents and collateral 
management processes

• Over-the-counter versus cleared derivatives

• How to prepare for your regulatory exam
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Subordinated Debt is Powerful

Strategic benefits whether issuing or investing

Issuers

• Stronger capital position

• Growth and expansion support

• Capital for internal investments

• Enhanced operational flexibility

Investors

• New asset class

• Spread above Treasuries

• Industry support

• Unique cash flow structures

BUT – you can only be on one side of the transaction!

Regardless of the Side –
Know What You’re Getting Into
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Subordinated Debt  I What Is It?
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Subordinated Debt is a borrowing
•Unsecured debt
•Primary loss position after undivided earnings and reserves
•Absorbs losses before Share Insurance Fund

• Due to loss position (before deposit insurance), subordinated debt provides 
some protection to the Share Insurance Fund

• Eligible for net worth treatment**

In the event of a liquidation, subordinated debt investors are subject to 
complete loss

**Not all credit unions are eligible for direct net worth treatment
Limited value without net worth treatment

PROPRIETARY AND CONFIDENTIAL

Subordinated Debt  I Eligibility
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Anyone can issue subordinated debt, but not all get net 
worth treatment!

•Only Low-Income Credit Unions (LICU) can count directly 
towards net worth

• Or those expecting to become a LICU within 2 years

New credit unions and non-LICU complex credit unions 
can count towards Risk Based Capital

• Best use case applies to LICUs due to direct 
regulatory net worth treatment

Must obtain advanced written approval, requiring

7

8



Moderator: Mark DeBree, CFA                             
Speaker: Jonathan Jackson, CFA, FRM

Drive Value with Catalyst Subordinated Debt 
Thursday, February 26, 2026

5

PROPRIETARY AND CONFIDENTIAL

Subordinated Debt  I Structures
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Subordinated debt is not permanent capital
•Must be repaid with eligibility declining over final 5 years

Maturity Terms
•Minimum 5 years
•Maximum 20 Years
•Could extend to 30 years if proved to be debt and not equity

Repayment Terms
•Bullet structure
•Monthly, quarterly interest payments

Call Options
•Generally callable in whole or in part over final 5 years
•Aligns with eligibility amortization schedule

Rate Structure
• Fixed rate or Fixed to Floating Rate structure

< 4 Years
< 3 Years
< 2 Years
< 1 Year

80%
60%
40%
20%
0%

Remaining Maturity
Amount Eligible for 
Regulatory Capital

< 5 Years

Sub Debt Net Worth Inclusion Schedule

PROPRIETARY AND CONFIDENTIAL

Subordinated Debt  I Leverage is Key
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Subordinated debt has a higher rate than 
secured debt

Strategic key: growing the balance sheet 
quickly
• Supports asset growth 5-10x issuance 

amount

Rule of two
•Break-even typically requires loan growth

2x amount issued

Amount Income/Expense

Subordinated Debt 10,000,000$        (750,000)$             
@ 7.50%

Additional Deposits 10,000,000$        (200,000)$             
@ 2.00%

30yr Mortgages 10,000,000$        570,000$              
@ 6.00%

New Autos 10,000,000$        400,500$              
@ 4.50%

Income Contribution 20,500$                 
ROI 0.21%
Ending Net Worth @ $1B Assets with 8% Net Worth 8.82%
Increase in Net Worth (without additional income) 0.82%

Amount Income/Expense

Subordinated Debt 10,000,000$        (750,000)$             
@ 7.50%

Additional Deposits 30,000,000$        (600,000)$             
@ 2.00%

30yr Mortgages 20,000,000$        1,140,000$           
@ 6.00%

New Autos 20,000,000$        801,000$              
@ 4.50%

Income Contribution 591,000$              
ROI 5.91%
Ending Net Worth @ $1B Assets with 8% Net Worth 8.65%
Increase in Net Worth (without additional income) 0.65%

200% Leverage
Subordinated Debt Leverage & Profitability

Subordinated Debt Leverage & Profitability
400% Leverage
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Subordinated Debt  I Brings Future Earnings to Today
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Leverage and use future earnings now - with the promise of repayment in the future

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Total Assets 1,000,000        1,050,000             1,102,500        1,157,625        1,215,506        1,276,282        1,340,096        1,407,100        1,477,455        1,551,328        1,628,895        

Assume 5% Growth

Net Worth 80,000              85,000                   90,250              95,763              101,551            107,628            114,010            120,710            127,746            135,133            142,889            
Assume 0.50% ROA

Net Worth Ratio 8.00% 8.10% 8.19% 8.27% 8.35% 8.43% 8.51% 8.58% 8.65% 8.71% 8.77%

Subordinated Debt 20,000              20,000                   20,000              20,000              20,000              20,000              16,000              12,000              8,000                4,000                -                     
25% of Net Worth

Additional Asset Growth 80,000              80,000                   80,000              80,000              80,000              80,000              80,000              80,000              80,000              80,000              80,000              
4x leverage

New Total Assets 1,080,000        1,134,000             1,190,700        1,250,235        1,312,747        1,378,384        1,451,303        1,527,868        1,608,262        1,692,675        1,781,309        
Assume 5% Growth

Sub Debt Cost 1,800                     1,800                1,800                1,800                1,800                1,800                1,440                1,080                720                    360                    
@ 7.50%

New Net Worth 100,000            106,372                 113,063            120,088            127,464            135,209            139,342            143,904            148,919            154,408            160,394            
Assume 0.59% ROA

Net Worth Ratio 9.26% 9.38% 9.50% 9.61% 9.71% 9.81% 9.60% 9.42% 9.26% 9.12% 9.00%
Forecast Assumptions: Results:
1) Additional Assets ($80MM) earn 5.0% 4) ROA Increases 9bps 1) Assets higher by 9% after 10 years 4) Sub Debt costs $14.4MM over 10 years
2) Additional Deposits ($60MM) cost 2.0% 5) Asset Growth ($80MM) is retained 2) Net worth ratio higher by 23BPS after 10 years
3) Sub Debt ($20MM) costs 7.50% 6) Asset Growth remains 5% annually 3) Sub Debt is zero after 10 years
All Numbers in thousands

Why Subordinated Debt?
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Subordinated Debt  I Why Issue?

Overcome operating challenges

Financial Strategy:
• Overcoming capital constraints to support growth

• Protecting net worth through economic downturns

• Building capital for acquisitions and expansion

• Improved regulatory standing and resilience

PROPRIETARY AND CONFIDENTIAL

Subordinated Debt  I Borrowings vs. Subordinated Debt

Subordinated Debt

Supports 10x more asset growth – 10:1 leverage

Net worth ratio remains stable

Does require funding growth

Before After Before After
Assets 1,000,000,000$  1,020,000,000$     1,020,000,000$  Assets 1,000,000,000$  1,020,000,000$     1,250,000,000$  
New Assets 20,000,000$        New Assets 250,000,000$     

Shares & Liabilities 920,000,000$     920,000,000$         920,000,000$     Shares & Liabilities 920,000,000$     920,000,000$         1,150,000,000$  
New Deposits -$                       New Deposits 230,000,000$     

Borrowings 20,000,000$           20,000,000$        Subordinated Debt 20,000,000$           20,000,000$        

Net Worth 80,000,000$        80,000,000$           80,000,000$        Net Worth 80,000,000$        80,000,000$           80,000,000$        
Net Worth Ratio 8.00% 7.84% 7.84% Net Worth Ratio 8.00% 9.80% 8.00%

Borrowings Leverage Subordinated Debt Leverage

Borrowings

Supports equal asset growth – 1:1 leverage

Net worth ratio deteriorates

No required deposit growth
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Subordinated Debt  I Subordinated Debt vs. Other Options

Sale & Leaseback

- Harder and less beneficial to execute a sale and leaseback during weak 
economic times

Loan/Investment Sales

- Provide capacity to continue lending and bolster earnings, but does not support 
meaningful deposit growth

Borrowings

- Supports net loan growth, but depresses capital ratios and does not support 
deposit growth

Why Now?
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Subordinated Debt  I Why Now?

Balance Sheet Preparedness
• Markets can, and do, shift rapidly
• When the economy shifts, balance sheet impacts occur quickly

Strategic Optionality
• Regulatory approval provides the “option” to issue subordinated debt

• No immediate obligation

Market Responsiveness
• Approval enables rapid response to market changes; shortening the issuance timeline 

by months

PROPRIETARY AND CONFIDENTIAL 18

Application 
Development

Issuance, 
Placement & 
Settlement*

Post Issuance 
Maintenance

Regulatory 
Review &

Offering Document 
Preparation

3-4 Weeks 7-8 Weeks 4-8 Weeks Through Maturity

4-5 Months

Subordinated Debt  I Why Now?

1) Takes 2-3 months to get approved plus another 1-2 months to raise funds

2) Approval grants a 2-year funding window – plus potential extension
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Subordinated Debt  I Why Now?

Source: NCUA 5300 Call Report Data
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Subordinated Debt  I Why Now?
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Subordinated Debt  I Issuance Process

Offering Documents
• When ready to issue, you will need to create an offering circular to issue Subordinate Debt Notes as a private placement security. 

• The OC is an extensive document that will include:

• An overview of the Issuer’s strategy and planned uses for the proceeds.

• Specifics on the notes – coupon rate, maturity date, call features, etc. 

• A list of risk factors specific to the offering.

• In addition to the OC, an Investor Presentation will be created to highlight the offering and the credit union’s story to potential investors. 

Note Structures
• Fixed to Float is predominate structure – 10-year maturity – fixed for 5 years, then adjustable. 

• Includes call provisions – Callable in whole or in part after 5 years. All “calls” require prior regulatory approval.

Issuance Rates
• Rates are market and credit dependent.

• The fixed coupon spread is usually in the 250 to 400 basis point spread over the 10-year Treasury. 

• The floating rate spread will be locked in at settlement based on the difference between the coupon rate and the SOFR rate on that day. 
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Subordinated Debt  I Issuance Process

Go to Market Strategy
• All investors must be Accredited Investors

• Majority sold to Entity Accredited Investors

• Credit unions, banks, pension funds, insurance companies, bond funds, etc.

• Large issuances sold within and outside the credit union industry

• Require a CUSIP, DTC Registration and rating

Data Room & Due Diligence Hosting/Review
• A full due diligence package is provided to potential investors via a secure data room. 

• Documents include OC, Investor Presentation, Financials, Policies and Annual Reports.

Investor Calls
• Prior to closing, an investor call is often held. This gives the issuer an opportunity to tell their story to investors and answer any 

questions.

PROPRIETARY AND CONFIDENTIAL

Subordinated Debt  I Issuer Review

Key areas to evaluate when reviewing a subordinated debt 
investment opportunity include:

•Growth trends

•Loan quality

•Earnings capacity

•Liquidity

•Use of funds

23

24



Moderator: Mark DeBree, CFA                             
Speaker: Jonathan Jackson, CFA, FRM

Drive Value with Catalyst Subordinated Debt 
Thursday, February 26, 2026

13

PROPRIETARY AND CONFIDENTIAL

Questions
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Contact us:

Mark DeBree, CFA, Managing Principal

800.442.5763, Ext. 7873 | 214.703.7873

debreem@catalystcorp.org  | catalystcorp.org

Jonathan Jackson, CFA, FRM, Manager, Brokerage Services

800.442.5763, Ext. 7880 | 214.703.7880

jacksonj@catalystcorp.org  | catalystcorp.org
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