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Today everyone is looking for a 
growth strategy
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Dan Burke, Senior Portfolio Mgr.
Goldman Sachs Asset Management

Economic Outlook: 

Å!ǊŜ ǿŜ ƘŜŀŘŜŘ ŦƻǊ ŀ άŘƻǳōƭŜ ŘƛǇέΚ

ÅWhen will employment pick up?

ÅHow will the Fed respond?

Goldman, Sachs & Co., member FINRA.

Copyright 2010 Goldman, Sachs & Co.  All Rights Reserved.                           
Compliance Code 03-902
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Positive impact on GDP from the Fiscal Stimulus 
and Inventory build up will decline
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Inflation will drift lower
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! ȰÊÏÂÌÅÓÓȱ ÒÅÃÏÖÅÒÙ ÉÓ ÌÉËÅÌÙ
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The Fed will continue to hold rates 
steady



If you have a question or comment, 
please use the chat box.

QUESTIONS?
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Lessons from the 2008 -2009 Great Recession

Only three (3) institutions were reliable providers of credit 
ŘǳǊƛƴƎ ǘƘŜ ŦƛƴŀƴŎƛŀƭ ƳŀǊƪŜǘǎΩ ŎǊƛǎƛǎ

1. U.S. Government (Treasury, Federal Reserve, guarantees)

2. Berkshire Hathaway (Warren Buffett) ςGoldman Sachs, 
¢ƛŦŦŀƴȅΩǎΣ IŀǊƭŜȅ 5ŀǾƛŘǎƻƴΣ .b{CΣ Ŝǘ ŀƭ

3. The Credit Union Movement

2008 $254B originated

2009 $272B originated up 7%

The Long View:
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Ȱ7Å ×ÉÌÌ ÎÅÖÅÒ ÂÅÃÏÍÅ 
dependent on the kindness of 
ÓÔÒÁÎÇÅÒÓȣ7ÈÅÎ ÔÈÅ ÆÉÎÁÎÃÉÁÌ 

system went into cardiac arrest 
in September 2008, Berkshire 
was a supplier of liquidity and 
ÃÁÐÉÔÁÌ ÔÏ ÔÈÅ ÓÙÓÔÅÍȢȱ

Warren Buffet, Berkshire Hathaway 
2009 Annual Report
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How Credit Unions were able to respond:

ÅStrategic Public Role: Countercyclical bydesign

ÅOrganizationally: Cooperatives by design

ÅRegulatory: Unified Structure by design

Different by Design
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The State of the Credit Union Movement:
Preparing Your 2011 Growth Strategy

Å Credit Union Performance
ï Spread is back as the primary earnings opportunity
ï Asset quality continues to improve, provision expense declines
ï Capital levels are stable

Å Key planning issues
1. wŜƎǳƭŀǘƛƻƴΩǎ ƛƳǇŀŎǘ
2. NCUSIF premium levels
3. ¢ƘŜ ŀŘǾŀƴǘŀƎŜ ƻŦ ά5ƛŦŦŜǊŜƴǘ ōȅ 5ŜǎƛƎƴέ

Å The most miraculous comeback so far in 2010 ςA 
regulatory miracle
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Credit unions are gaining new members, with 
share growth primarily from existing members

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ

4.9% 
Organic
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Loan & share growth rates have slowed
Data for all US Credit Unions as of June 30

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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Credit unions are awash in liquidity 
due to slowing loan growth

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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The gap between the average loan and 
investment yield continues to widen

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ

408 
bps
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Net interest margin widens over last five 
quarters

Data as of June 30, 2010 for all U.S. credit unions

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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The operating expense ratio is at its 
lowest level in more than five years

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ

Data as of June 30 for all U.S. Credit Unions
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Net interest margin now covers the daily cost of 
doing business, the reverse of past years

Ȱ3ÐÒÅÁÄ ÉÓ ÂÁÃËȱ
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Asset quality shows continuing 
improvement since year -end 2009

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ

B
ill

io
n

s
Quarterly provision expenses are at their 
lowest level in eight quarters

Data for all US Credit Unions as of June 30, 2010
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The coverage ratio continues to rise as the 
allowance account increases and delinquency 
declines

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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Managing Through the Cycle: ROA 
improves

Data as of June 30, 2010 for all U.S. Credit Unions

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ

* ROA prior to NCUSIF Stabilization Expense
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Data as of June 30, 2010 for all U.S. Credit Unions

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ

Capital ratio has increased with credit unions 
allocating an increasing percentage to the ALL account
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Credit union performance at mid -year
Ȱ3ÔÒÏÎÇ ÁÎÄ )ÍÐÒÏÖÉÎÇȱ

Å Earnings up versus 2009 as core business 
components improve: interest margin, 
expense management & asset quality

Å Credit unions are liquid and eager to support 
members and communities

Å Lending opportunities exist even in a 
challenging environment
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4ÈÅ #ÒÅÄÉÔ 5ÎÉÏÎ 3ÙÓÔÅÍȭÓ Πρ 
challenge and opportunity

Growing Loans
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Credit cards & business loans have 
provided the best growth opportunities

12-mo. Growth as of June 30, 2010 for all U.S. credit unions

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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Bank rates moved from 13.1% to 
14.7% over the past year
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A limited opportunity?

ά!ǎ ȅƻǳ ƭƻƻƪ ƻǳǘ ƛƴǘƻ ǘƘŜ ŦǳǘǳǊŜΣ ǿŜ 
ǘƘƛƴƪ ǘƘŜ ōǳǎƛƴŜǎǎ ǿƛƭƭ ōŜ ǎƳŀƭƭŜǊέ

- Chip Rossi, Bank of America Credit 
executive for Card Products

Wall Street Journal, August 27, 2010
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Credit Card $ Balances Continue to Rise
Data as of June 30 for all U.S. Credit Unions

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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Value in borrowing today

Challenge: Help our members
refinance with lower rates
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Value in borrowing today
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As of June ó1012-mo. Growth

Assets $582M 13.5%

Loans $387M 14.3%

Shares $473M            14.1%

Members   57,900                   9.3%

Branches        9

ROA 0.41% 

Net worth/Assets 11.1%

Phil Hunt, CFO
Mark Decello, Business 

Development
KEMBA Financial Credit Union 

Gahanna, OH

Finding Growth Opportunities

http://www.kemba.org/index.html
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/ÕÒ -ÁÒËÅÔȡ 4ÈÅ Ȱ,ÏÃÁÌȱ 
Advantage

ÅThe Economy

ÅOpportunities

ÅBack to Basics

ÅSEG / Business Development
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Growing Loans

ÅOpportunist

ÅCredit Cards

Å10 Year Fixed Mortgage

ÅBank Name Change
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Member Value
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A Different Approach

ÅA long-term view

ÅProfitable Growth

ÅTop quartile performance

ÅTry Learn Adjust άIŀƴƎ ƛƴ ¢ƘŜǊŜέ



If you have a question or comment, 
please use the chat box.

QUESTIONS?



Sponsored by: 

Regulatory Reform: A Threat 
or Opportunity?
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REGULATION: OURFUTUREISVERY
BRIGHT
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Case Study:  TDECU

Assets $1.556B

Loans $1.386B

Members 133,651

Net Worth / Assets 8.13%

As of June 30, 2010

https://www.tdecu.org/
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What TDECU Did

Å9ǎǘŀōƭƛǎƘŜŘ ŀ ŘŜŘƛŎŀǘŜŘ ƳŀǊƪŜǘƛƴƎ ŜŦŦƻǊǘΥ  άǳǊƎŜƴŎȅέ ςTier 1, 
2, 3 segments

ÅwŜǾƛǎŜŘ ƳŜƳōŜǊ ōŜƴŜŦƛǘ ƳŜǎǎŀƎŜΥ  άŎƭŀǊƛǘȅέ

ÅSet disciplined marketing campaign with goals 
όάōŜƴŎƘƳŀǊƪǎέύ ŀƴŘ ŘŜŀŘƭƛƴŜ ό!ǳƎǳǎǘ мрΣ нлмлύ

ÅCreated new service features
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/ÕÔÃÏÍÅȡ  Ȱ3ÔÕÎÎÉÎÇȱ 2ÅÓÕÌÔÓ

ÅOverdraft opt-ins grew; new sign-ups offset loss of existing 
users

ÅActual revenue in August is up over July (no revenue loss ς
probably a gain) -- $600K/month?

ÅNew member service ςsign up at ATM / POS if CU has 
member cell phone number 

ÅCompetitive advantage grew ςothers just raised fees

RESULT:  GREATER TRANSPARENCY 
REQUIRED BY THE REGULATION 
GIVES THE MEMBER CONTROL AND 
CREATES AN INCOME OPPORTUNITY.
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NCUSIF Assessment

How much?

How long?
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Two Premium Needs

1. Corporate Reorganization

2. NCUSIF Operational Funding
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Corporate CUs have Stabilized in 2010

ÅShare balances are up over the past year

ÅEarnings are positive

ÅCapital ratios are stable

There were no liquidity, institutional credit or 
settlement crises in credit unions. Every corporate, 
even those with negative capital, is serving their 
members routinely.
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The Retail Corporate CU System (26) 
as of May 2010

May-10 May-09 12 mth Grow th

Assets $75.0B $77.5B -3.13%

Loans $2.5B $3.1B -19.21%

Shares $76.8B $80.2B -4.29%

Capital -$3.8B -$1.3B N/M

Capital (w /o Wescorp) $1.2B $2.5B -38.97%

Members 10,923 11,391 -4.22%

ROA 0.42% -0.20% N/M

Core Capital Ratio -6.54% -4.75% N/M

Core Cap Ratio (w /o Wescorp) 0.42% 0.79% -55.81%

Total OTTI Expensed = $11.8B
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NCUSIF potential Corporate 
premiums

$6.4B Corporate Losses

No Share Growth

Å$749B insured shares @ 15 bps premium= $1.12B

ïPremium = 5.7 years @ 15 bps to pay down if no insured 
share growth

6% Average Annual Insured Share Growth

Å10 bps premium for 7 years = $6.3B
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Second premium:  NCUSIF 
Operations
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More CUs are returning to profitability in 
2010

Data as of June 30, 2010 for all U.S. Credit Unions

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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The total assets of credit unions well -capitalized 
has measurably increased since year -end 2009

{ƻǳǊŎŜΥ /ŀƭƭŀƘŀƴΩǎ tŜŜǊ ǘƻ tŜŜǊ {ƻŦǘǿŀǊŜ
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.#53)& ÙÅÁÒÌÙ ȰÎÅÔȱ ÉÎÃÒÅÁÓÅ ÉÎ ÌÏÓÓ ÒÅÓÅÒÖÅÓ 

continues to grow above cash losses
2006 ɀJune 2010
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NCUSIF Loss Reserves now exceed the total 
capital gap in CUs with <7% net worth

2006 ɀJune 2010

$70.2

$215.8
$278.3

$758.7

$1,066.7

$0

$200

$400

$600

$800

$1,000

$1,200

2006 2007 2008 2009 Jun-10

$
 M

ill
io

n
s

Source: NCUA



Sponsored by: 

Historically low rates are 
impacting NCUSIF portfolio yield

Source: NCUSIF June 2010 Financial Highlights
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4ÈÅ .ÅÅÄ ÆÏÒ ÁÎ Ȱ/ÐÅÒÁÔÉÏÎÁÌȱ 0ÒÅÍÉÕÍ ÆÏÒ 
NCUSIF

ÅExtraordinarily low interest rates lead to reduced interest income:

ï2% x $10B in assets = $200M ($390M in 2008; $188M in 2009)

Åb/¦!Ωǎ ŀŘƳƛƴƛǎǘǊŀǘƛǾŜ Ŏƻǎǘ ǘǊŀƴǎŦŜǊǎ Ҕ Ϸмллa Φ  ¢Ƙƛǎ ƭŜŀǾŜǎ Ϸмллa 
to cover growth in retained earnings & any loss provision 
adjustments.

Å 0.2-0.3% retained earnings adjustment for share growth of 6%:    
6% of $1.6B = $97M

Conclusion:  Some minor premium (5 bps) as long as 
NCUSIF yield remains below 2%
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Different by Design: 
The Regulatory Advantage and 

Challenge
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#ÒÅÄÉÔ 5ÎÉÏÎȭÓ 5ÎÉÑÕÅ
Regulatory Structure

ÅChartering, supervision, liquidity and 
insurance are housed in one structure - NCUA

ÅCommon insurance fund evolved after 75 
years of existence

ÅDeposit-based, not premium-based, insurance

ÅTime is critical to cooperative success both for 
capital growth and business decisions

ÅA history of honoring examiners who helped 
the industry grow
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4ÈÅ ÂÁÓÉÓ ÏÆ ÃÒÅÄÉÔ ÕÎÉÏÎÓȭ ÓÁÆÅÔÙ 
and soundness

ÅQualityof the members

ÅTheir credit management 

ÅWillingness to use collaborative resources

Å!ōƛƭƛǘȅ ǘƻ ǘŀƪŜ ǘƘŜ άƭƻƴƎ ǾƛŜǿέ ǾŜǊǎǳǎ ǉǳŀǊǘŜǊƭȅ 
earnings targets
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ά¢ƘŜ ǿƻǊǎǘ ƻŦ ǘƘŜ ƛƳǇŀŎǘ ƻŦ ǘƘŜ ŦƛƴŀƴŎƛŀƭ 
ƳŀǊƪŜǘǎ ƛǎ ōŜƘƛƴŘ ǳǎΦέ

- Richard Fuld, Lehman Brothers CEO, April 15, 2008

ά¢ƘŜ ŎƻǊǇƻǊŀǘŜ ŎǊŜŘƛǘ ǳƴƛƻƴǎ ŀǊŜ ŘƻƛƴƎ Ƨǳǎǘ 
ŦƛƴŜΧ!ƭƭ ƻŦ ǘƘŜƛǊ ƛƴǾŜǎǘƳŜƴǘǎ ŎƻƴǘƛƴǳŜ ǘƻ ōŜ 
extremely highly rated and those investments 
ŎƻƴǘƛƴǳŜ ǘƻ ǇŜǊŦƻǊƳΦέ

- NCUA Board Member, June 2008

4ÈÅ ÃÈÁÌÌÅÎÇÅȡ Ȱ/ÖÅÒÃÏÎÆÉÄÅÎÃÅȱ ÉÎ 
our estimates ɀthe positive forecasts
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4ÈÅ ÃÈÁÌÌÅÎÇÅȡ Ȱ/ÖÅÒÃÏÎÆÉÄÅÎÃÅȱ ÉÎ 
our estimates ɀdeclaring negativity

άLǘ ŀƛƴΩǘ ǿƘŀǘ ȅƻǳ ŘƻƴΩǘ ƪƴƻǿ ǘƘŀǘ 
ƎŜǘǎ ȅƻǳ ƛƴǘƻ ǘǊƻǳōƭŜΦ LǘΩǎ ǿƘŀǘ 
ȅƻǳ ƪƴƻǿ ŦƻǊ ǎǳǊŜ ǘƘŀǘ Ƨǳǎǘ ŀƛƴΩǘ 
ǎƻΦέ

- Mark Twain
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Surprise! Good news!

Financial Times, 

August 30, 2010


