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Welcome!

When you join the event, you should automatically be 
connected to the audio broadcast with your computer. To 
listen by phone, please dial +1-415-655-0003, then input the 
access code 669 756 245.

To help you follow along with TrendWatch, earlier today we 
sent the presentation slides for the event to the email address 
you used to register for TrendWatch. We will also send you a 
copy of slides after the event.
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Slide Link

Today’s slides can be found online at:

http://bit.ly/4Q17-Day-2

http://bit.ly/4Q17-Day-2
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We Encourage Questions!!!

Use the 
Q&A box 
located on the 
right side of the 
screen to type 
your comments 
or questions.



Sponsored by:

Visit www.callahan.com/cubrandmonitor to learn more.





Empower the next generation of credit union members
800-541-1500  |  studentchoice.org/creditunions

In-School | Refinance | Custom Grad Counseling | iGrad | CollegePAYE Marketing | Performance | Compliance
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You Might Also Be Interested In

Digital Experiences, Quarterly Reviews, And More
Five can’t miss data points this week on CreditUnions.com.

4 Digital Experiences That Improve Performance
Is a digital footprint really that important? You bet your bottom dollar.

Meet The Finalists For The 2018 Innovation Series
The 2018 Innovation Series presented by CreditUnions.com shows 
readers what cutting-edge suppliers are doing in the market.

Lending Highlights From Third Quarter 2017
Growth percentiles in major lending categories highlight opportunity 
and success in the credit union loan portfolio.

https://www.creditunions.com/blogs/industry-insights/digital-experiences-quarterly-reviews/
https://www.creditunions.com/blogs/graphic-of-the-week/4-digital-experiences-that-improve-performance/
https://www.creditunions.com/articles/meet-the-finalists-for-the-2018-innovation-series/
https://www.creditunions.com/blogs/graphic-of-the-week/lending-highlights-from-third-quarter-2017/
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Tell us what you thought!

Please answer our post-
event survey. 

One lucky survey 
respondent will win a 
Starbucks gift card.
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Agenda

Market Update

Jason Haley, Managing Director, Investment Management Group, ALM First

Year-End 2017 Credit Union Trends & Key Issues

“Market Momentum Heading into 2018”

Jay Johnson, Partner, Callahan & Associates

Sam Taft, AVP, Analytics & Business Development, Callahan & Associates

The Lightning Jar

Rob Miller, CEO, Vermont State Employees Credit Union
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Callahan Quarterly Trendwatch |  February 14, 2018

Jason Haley

Managing Director, Investment Management Group



Speaker – Jason Haley

• Managing Director, 

Investment Management 

Group

• Responsible for cross-

sector relative value 

analysis and all capital 

markets activities

• Oversees the development 

and execution of model and 

client-specific portfolio 

strategies 

• Responsible for market 

research & commentary
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Economic Update

• Equity market volatility exploded last week

– VIX Index eclipsed 50 last week for first time since financial crisis

– S&P 500 down more than 10% from Jan. 26 – Feb. 8

• Anxiety in risk markets attributable to:

– Expectations for higher wages/inflation

– Rising federal deficits

– Higher Treasury yields

– Tighter monetary policy

• Congress agreed to federal budget that would significantly 

increase government spending

– When combined with tax reform, some have noted the 

uniqueness of adding fiscal stimulus prior to a recession
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Economic Update (cont…)

• Will the Fed alter its tightening plans? 

(“Greenspan/Bernanke put”)

– Bill Dudley said last week that the stock sell-off was “small potatoes” 

relative to growth and inflation considerations

• Economic data trend remains solid

• Strong January jobs report included robust wage data 

(2.9% y/y average hourly earnings following 2.7% in December)

• Employment Cost Index (ECI) rose 0.6% in Q4, and the 2.6% y/y 

increase is the highest in the current expansion

• Core PCE rose 1.9% annualized in Q4

• Small Business Optimism Index up 2 points in January, including a 

record number of participants suggesting the current environment 

is a “good time to expand”
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Current Market Themes
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• Higher long-end yields have been major theme of 2018, and the 

slope of the curve has steepened 17 bps over the last week

• Implied rate volatility surged higher last week from historic lows, 

but still way below 2013 levels (and no where near crisis range)

• Fixed income spreads have remained relatively stable despite 

recent weakness in risk markets

2/13/2018 11/28/2017 Change

Tenor (%) (%) (bps)

3-Months 1.58 1.28 0.30

6-Months 1.79 1.44 0.35

1-Year 1.93 1.59 0.34

2-Year 2.11 1.75 0.36

5-Year 2.55 2.06 0.49

10-Year 2.84 2.33 0.51

30-Year 3.12 2.76 0.36

Curves

2yr-5yr 0.44 0.31 0.13

2yr-10yr 0.73 0.58 0.15

2yr-30yr 1.02 1.01 0.01

5yr-10yr 0.29 0.27 0.02
0.7

1.2

1.7

2.2

2.7

3.2

1M 3M 6M 1Y 2Y 3Y 5Y 7Y 10Y 30Y

Treasury Yield Curve
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Implied Rate Volatility
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Questions?
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Learn more at www.trustcu.com

A NEW CHAPTER
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2017 in 5 Slides

Fourth consecutive year of double-digit loan 
growth as consumers continue to turn to credit 
unions  
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The U.S. Credit Union Industry as of December 2017 

As of 12/31/2017
12-mo. Growth

2017
12-mo. Growth 

2016

Assets $1.4T 6.7% 7.4%

Loans $969.5B 10.2% 10.5%

Shares $1.2T 6.2% 7.6%

Investments $354.1B -2.2% -0.1%

Capital $158.4B 8.1% 6.6%

Members 112.9M 4.3% 4.1%

Source: Callahan’s Peer-to-Peer Analytics
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Membership growth continues to accelerate
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Four consecutive years of double-digit loan growth
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Share growth slows following 3 years of increases 
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Data as of 12.31.17

Net Worth Allowance Net Worth Ratio

Source: Callahan’s Peer-to-Peer Analytics

Net worth ratio remains steady as industry is “well 
capitalized” 



Sponsored by:

Market Share and Member Impact

Consumers’ increasing use of credit unions is 
evident in key lending categories
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More consumers choose credit unions to finance their 
auto purchases
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Data as of 12.31.17

AutoCount Data from Experian Automotive
Source: Callahan’s Peer-to-Peer Analytics
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1st mortgage originations decline slightly; market share up
B

ill
io
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Mortgage Bankers Association
Source: Callahan’s Peer-to-Peer Analytics
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Lewis Clark CU (ID, $98.5M) grows mortgages

Source: Callahan’s Peer-to-Peer Analytics
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CU’s share of non-revolving loans growing since 2012
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CU’s share of revolving consumer credit continues to 
expand
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Penetration rates increase as members use more credit 
union offerings 

Credit Card Real Estate Share Draft Auto

17.4% 4.4% 57.1% 20.5%2017

2012

Change

15.3% 4.4% 51.4% 16.1% 

+2.1% 0.0% +5.7% +4.4%

Source: Callahan’s Peer-to-Peer Analytics
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Members continue to add to their loan and savings 
balances at their credit union

$6,366 $6,697 $7,172 $7,663 $8,129 $8,586 
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Source: Callahan’s Peer-to-Peer Analytics
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Savings

Share balances rise but growth is slower in 
most products 
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Growth in checking and certificate balances accelerate but 
share growth slows overall
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Credit union share growth typically moves opposite the 
stock market
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Source: Callahan’s Peer-to-Peer Analytics
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Core deposit growth has outpaced the rest of the share 
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Core savings and checking balances account for nearly 53% 
of share balances

37.1%

15.6%

22.3%

6.7%

18.3%

Share Composition
Data as of 12.31.2017

Regular Shares &
Deposits
Share Drafts

MMA

IRA/Keogh

Share Cert.

Source: Callahan’s Peer-to-Peer Analytics
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Credit Union Executive Outlook Survey: Savings

“Deposits will continue to be hard to attract ” – $1B Oregon CU

“Our local market will be similar to 2018, but more competitive as 
we are starting to see some niche players working to gain market 
share of deposits.” - $200M Louisiana CU

“Share rates will continue to rise which will put increased strain on 
the bottom line due to loan re-pricing being historically lagging 
behind shares.” - $400M New Jersey CU

“A priority in 2018 is to grow core deposits to fund asset growth.” -
$1B+ Virginia CU
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Lending

Loan growth maintains double digit pace but 
shows signs of slowing
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Origination growth rate slows for the second straight year
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Auto lending has become a larger component of the 
industry’s loan portfolio

Source: Callahan’s Peer-to-Peer Analytics
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40.8%
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6.0%

9.9%

Credit Union Loan Portfolio
Data as of 12.31.17
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Other RE
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Consumer lending remains credit unions’ focus

Source: Callahan’s Peer-to-Peer Analytics
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Loan-to-share ratio hits highest level since 3Q 2008
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Credit Union Executive Outlook Survey: Lending

“We believe that conditions of our local market in 2018 are favorable to 
continue expanding our loan portfolio” – $900M Illinois CU

“More economic growth in our area.  Consumer Confidence is up. Effects 
of recent tax cuts will give the member more money to spend.” - $60M 
Texas CU

“Tax Reform may slow down the real estate market.” - $200M 
Connecticut CU

“Housing demand is high and the number of homes available is low 
driving up the cost of homes. I anticipate strong loan growth in both 
Mortgages and Autos.” - $70M Utah CU
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Delinquency remains in line with historical norms

Total 1st Mortgage Auto Other RE

Indirect Credit Card Member Commercial

0.84% 0.62% 0.70% 0.61%

0.72% 1.29%

0.01% 0.01% 0.02% 0.04%

0.33%*0.15%

Source: Callahan’s Peer-to-Peer Analytics

Annual Change in Delinquency
Data as of 12.31.17

1.62%

*Quarter-over-quarter data

0.05%
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“The Lightning Jar” 

Rob Miller, CEO
Vermont State Employees Credit Union

$752M, Montpelier, VT
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Vermont State Employees CU at a glance

Source: Callahan’s Peer-to-Peer Analytics

VSECU
December 31, 2017

Assets:   $752M (+4.90%)
Loans:    $634M (+7.82%)
Shares: $626M (+2.76%)
Members:  63,888 (+4.08%)
Loans/Shares: 101.32%        (+4.8 ppts)
ROA: 0.43% (-15 bps)

10 Branches
179 FTE Emps.
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What is the Lightning Jar? 

• A collaborative coworking space for entrepreneurs, students 
and professionals.

• A true collaboration of business, non-profit, community, and 
government leaders from Bennington and across Vermont.

• VSECU is a key sponsor and hosts the coworking space 
within our Bennington retail branch. 

• We believe this will forward our shared principles of 
membership participation, autonomy, independence, 
education, cooperation, and community sustainability.
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What’s with the Name?

• The space was, historically, the home of 
Henry W. Putnam, one of Vermont’s 
greatest entrepreneurs. 

• Much of Putnam’s business success 
came from manufacturing one product -
a small mason jar with a easy-to-close 
lid that used a clasp which he patented 
early in his career. 

• He called the product: The Lightning Jar.
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The Space 

• 950 sq ft Open Coworking 
Space

• Dedicated and non-
dedicated workspaces

• Meeting Room with video 
presentation capabilities

• Shared Kitchenette/ 
Breakroom, and Restroom

• Flatscreen TVs, 
Whiteboards, Power, and 
Internet Connectivity

• Peers, Collaborators, 
Innovators
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The Membership Model

• Affordable 
monthly 
membership 
options

• A-la-carte (Pay as 
You Go) pricing

• Corporate 
memberships & 
sponsorships
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The Events & Networking Opportunities
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Looking Toward the Future 



Sponsored by:

Questions?
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The Bottom Line

Revenue and ROA rise. Credit union capital 
levels remain strong.
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Interest income growth drives revenue growth
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Source: Callahan’s Peer-to-Peer Analytics
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Yield on investments improves; cost of funds rises
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Source: Callahan’s Peer-to-Peer Analytics
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Net interest margin - operating expense gap continues 
to shrink. Lowest year-end spread since 2004.
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Interest components rise in 2017

As of 
12.31.2017

As of
12.31.2016

12-mo. 
Change (bps)

Interest Income/Avg. Assets 3.55% 3.42% +13

Interest Expense/Avg. Assets 0.56% 0.53% +3

Net Interest Margin 2.99% 2.89% +10

Non-Interest Income/Avg. Assets 1.36% 1.39% -3

Non-Interest Expense/Avg. Assets 3.09% 3.11% -2

Provision for Loan Losses 0.48% 0.40% +8

ROA 0.78% 0.77% +1

Source: Callahan’s Peer-to-Peer Analytics
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ROA remains in a narrow range
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Credit Union Executive Outlook Survey: Top Goals in 2018

“Deposit growth. Create more yield in loan portfolio. Convert more 
members to electronic banking. Grow specialized services (commercial, 
residential mortgage, and investment division).” – $1B Indiana CU

“Digital digital digital. Trying to become best of breed.” - $600M Texas CU

“To complete our technology platform; serving members through mobile 
services. To educate our members on credit development, budgeting, car 
buying, and paying down debts..” - $15M California CU

“Offer innovation solutions that make meaningful difference in members’ 
financial lives. Take better care of members than anyone else can or will 
and provide hassle-free delivery.” - $1B+ Ohio CU
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Questions?



Empower the next generation of credit union members
800-541-1500  |  studentchoice.org/creditunions

In-School | Refinance | Custom Grad Counseling | iGrad | CollegePAYE Marketing | Performance | Compliance
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Tell us what you thought!

Please answer our post-
event survey. 

One lucky survey 
respondent will win a 
Starbucks gift card.




