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Current Economic Themes 

• That escalated quickly
– Market volatility surged over the last couple of weeks amid softer economic data and multiple 

external factors
• Unwind of Japanese Yen “carry trade” after surprise rate hike from the Bank of Japan
• July jobs report a virtual feast for more negatively biased market participants
• Disappointing earnings reports from the tech sector
• Concerns of escalating tensions in the Middle East

– July 31 FOMC meeting opened the door for a potential rate cut in September
• As of 8/12, 100 bps of cuts in 2024 and 210 bps through 2025

• Softer, but not cratering
– Clear signs that the economy is slowing from robust growth in recent years

• Job growth has slowed and unemployment rate rising from historically-low level
• Inflation still above Fed’s target but trending lower

– PPI, CPI, retail sales, and jobless claims this week
– Fed Chair Powell speaks from Jackson Hole next week
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Summer Shift in Market Pricing For More Dovish Fed

8Source: Bloomberg; ALM First
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Are Financial Conditions Really Tight?

9Source: Bloomberg
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Household Debt Service Burdens Historically Low
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Looking Ahead

Economic soft landing still possible?

• Overall fundamentals show slowing, but still positive, growth
• External factors still present greatest risks (geopolitical, financial volatility, etc.)

• “Economic expansions do not die of old age; they are murdered.” – late economist 
Rudi Dornbusch

Aggregate credit union profitability marginally better in Q2

• Operating environment remains challenging for most institutions, but overall NIM 
expanded, and charge-offs were effectively flat quarter-over-quarter

• Hedging activity has steadily increased across the industry, which is positive for overall 
risk management

• Potential impact of interest rate volatility remaining elevated for a prolonged period?
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Disclaimer

ALM First Financial Advisors is an SEC registered investment advisor with a fiduciary duty that requires it to act in the best interests of clients and to place the interests of clients before its own; however, registration as an 
investment advisor does not imply any level of skill or training. ALM First Financial Advisors, LLC (“ALM First Financial Advisors”), an affiliate of ALM First Group, LLC (“ALM First”), is a separate entity and all investment 
decisions are made independently by the asset managers at ALM First Financial Advisors. Access to ALM First Financial Advisors is only available to clients pursuant to an Investment Advisory Agreement and acceptance of 
ALM First Financial Advisors' Brochure. You are encouraged to read these documents carefully. All investments involve risk and may lose money.

Investments in securities are valued based on quotations obtained from independent pricing services or independent dealers. With respect to securities where independent valuations are not available on the valuation date, 
or where a valuation is not deemed reasonable by ALM First, ALM First will determine the fair value. The fair valuation process requires judgment and estimation by ALM First. Although ALM First uses its best judgment in 
estimating the fair value of investments, there are inherent limitations in any estimation technique. Future events may affect the estimates of fair value and the effect of such events on the estimates of fair value, including the 
ultimate liquidation of investments, could be material to returns. The production and delivery of this material to any investor/recipient does not establish any express or implied duty or obligation between ALM First and any 
such investor/recipient, including (without limitation) any duty to determine fair market value or update such material. 

Moreover, this report was prepared as of the date indicated herein. No representation or warranty is made by ALM First that any of the returns or financial metrics detailed herein will be achieved in the future, as past 
performance is not a reliable indicator of future results. Certain assumptions may have been made in preparing this material which have resulted in the returns and financial metrics detailed herein. Changes to the 
assumptions may have a material impact on any returns or financial metrics herein. Furthermore, ALM First gives no representation, warranty or undertaking, 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 ALM First 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. The strategies discussed herein can have volatile performance and may employ leverage. Moreover, investment advisory fees and expenses may 
offset trading gains. 

This report was prepared by ALM First Financial Advisors, LLC. The hereto mentioned report contains information which is 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 report 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. ALM First neither owes nor accepts any duty or responsibility to the unauthorized reader. ALM First 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 reader. 

The Trust for Credit Unions (TCU) is a family of institutional mutual funds offered exclusively to credit unions. Callahan Financial Services is a wholly-owned subsidiary of Callahan & Associates and is the distributor of the 
TCU mutual funds.  ALM First Financial Advisors, LLC is the advisor of the TCU mutual funds. Please read the prospectus carefully before investing or sending money. Units of the Trust portfolios are not endorsed by, insured 
by, or otherwise supported by the U.S. Government, the NCUSIF, the NCUA or any other governmental agency. An investment in the portfolios involves risk including possible loss of principal. 
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Credit Union Results



Loan and member growth slow in 2024 as share growth picks up

6/30/2024 12-Mo. Growth 6/30/2023 12-Mo. Growth

Assets $2,322.1B 3.6% $2,241.1B 3.8%

Loans $1,634.5B 3.7% $1,576.5B 12.6%

Shares $1,948.4B 2.7% $1,897.1B 1.2%

Investments (incl. Cash) $584.7B 2.1% $572.9B -12.8%

Capital $240.7B 10.1% $218.5B 6.3%

Members 142.5M 2.4% 139.1M 3.8%

Source: Callahan’s Peer-to-Peer Analytics



Mean vs. Median Explained

• Mean = “average” credit union ($ amount/# of credit unions)
• Industry averages are driven by larger credit unions’ performance

• 21 largest CUs (over $10B in assets) hold >25% of industry assets 
• The mean credit union in the country has ~$505M in assets

• Median = “middle” credit union performance for each metric
• Provides another perspective on credit union performance

• There are 4,600 active charters today
• The median credit union in the country has ~$59M in assets



Shares



Share growth is trending up, with larger credit unions outpacing the 
median
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Certificate growth has slowed but remains high; total share 
growth is positive
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Share growth in the first half of 2024 is up 73% versus the first half 
of 2023
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Members benefit from CU certificate specials



Short term certificates account for 81% of certificate balances as of 
June 2024
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Liquidity



The loan-to-share ratio rises in 2Q24, remains below 4Q23 peak 

83.3% 83.9%

69.6% 71.1%

40%

50%

60%

70%

80%

90%

100%

2Q19 4Q19 2Q20 4Q20 2Q21 4Q21 2Q22 4Q22 2Q23 4Q23 2Q24

Loan-to-Share Ratio
Data as of 06.30.2024

Mean Median



Unrealized losses constrain investment portfolios for larger CUs
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Credit unions continue to reduce borrowings
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Cash balances remain above 8% of assets
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Lending



Real estate originations decline only 1.6% annually while consumer 
lending continues to slow
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2Q24 real estate originations increase 5.3% versus 2Q23
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Credit unions’ share of auto originations falls in 2024
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Both large and small credit unions are growing loans at a similar pace
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Loan growth slows across the portfolio in 2024, particularly in auto
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HELOC utilization continues to increase 
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Credit card utilization increases marginally
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More Than a Third of Americans Worry About Monthly Bills and Housing Costs

• Not having enough to pay your normal monthly bills

42 56

• Not being able to pay your rent, mortgage or other housing costs

38 57 5

• Not having enough money to pay for your children’s college

34 33 32

• Not being able to make the minimum payments on your credit cards

28 64 9

% Very/Moderately Worried % Not too/Not at all worried % Does not apply

Source: Gallup’s annual Economy and Personal Finance poll, conducted April 1-22, 2024, phone.
Copyright © 2024 Gallup, Inc. All rights reserved.



Charge-offs improve, but delinquency rises
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Small Business Microloans



Lake Trust

• Brighton, MI

• $2.6 Billion in Assets

• 180,000 Members

• 22 Branches

• Serving all of Michigan

• CDFI since 2018



Small Business 
Microloan
Business purpose loan up to 

$50k

• Business Vehicle Microloan

• Business Signature Microloan

• Business Line of Credit 

Microloan

• Business Secured Microloan



Bleu Bowtique
“I worked with Lake Trust to get a line of 
credit for my business, which helped 
me purchase a new sewing & 
embroidery machine. Now I can offer 
more custom services to my 
customers.”
—NE’GYLE B., OWNER/FOUNDER
BLEU BOWTIQUE IN DETROIT



Mr. Leslie’s 
Cheesecakes
“Lake Trust empowers me 

to serve my community 

happiness one 

cheesecake at a time.”



Theresa Dubiel
EVP/Chief Experience Officer

517-267-7124

tdubiel@laketrust.org

4605 S. Old US Highway 23

Brighton, MI 48114



Earnings & Capital
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With higher interest on loans and investments, revenue climbs 18%



As cost of funds flattens, investment yields continue to increase
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Lower borrowings reduces cost of funds, leads to increasing net 
interest margin
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Non-interest income ticks up three straight quarters…
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Even as fee income trends down
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Expenses are rising but at a slower pace than 2023



Credit union hiring is slower in 2024
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Credit unions increase provision expense as asset quality declines
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ROA rebounds quarterly from higher net interest margin 
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Net worth and capital ratios continue to rise
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• The U.S. economy is slowing but the fundamentals remain solid. If the Fed 
cuts interest rates it could spur additional borrowing activity in the second 
half of 2024.

• While the economic fundamentals remain solid, there is evidence of 
household financial stress in lower savings, increased credit usage, and 
asset quality deterioration. They are looking for support, guidance and 
hope!

• While navigating short-term challenges, credit unions need to also keep an 
eye on the long-term as they develop their plans for delivering value that 
resonates with members and potential members.

Takeaways and Closing Thoughts



Key Questions For Credit Union Strategic Planning

• How Do We Evolve Our Business Model?

• How Do We Achieve Sustainable Growth?

• How Do We Advance Our People and Culture? 

• How Do We Meet The Evolving Needs of Members?

• How Do We Demonstrate Our Unique Purpose?



1001 Connecticut Ave NW

Ste. 1001

Washington, DC 20036

800-446-7453support@callahan.com

www.callahan.com

THANK YOU 
FOR WATCHING
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Member growth slows, likely from continued pullback on indirect
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Share growth has picked up in 2024 while loan growth has slowed
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Indirect loan balances decrease 
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Net interest margin outpaces operating expenses
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6/30/2024 6/30/2023

Interest Income 4.93% 4.21%

Interest Expense 1.87% 1.19%

Net Interest Margin 3.06% 3.02%

Non-interest Income 1.19% 1.12%

Operating Expenses 2.99% 2.92%

Provision for Loan Losses 0.57% 0.42%

ROA 0.69% 0.79%

Data is annualized
Expressed as a % of Avg. Assets 
May not sum due to rounding

Higher provision expenses reduce ROA in 2024



Appendix:
Quarterly Earnings Model



Quarterly interest income increases 13 basis points since last 
quarter
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Quarterly interest expense rises alongside interest income
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Quarterly net interest margin increases 7 bps in 2Q24
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The cost of borrowing declines on quarterly basis
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Non-fee sources increase NII
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Operating expense growth is starting to slow
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Credit unions increase provisions to prepare for losses
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Quarterly ROA shows strong uptick the past two quarters
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