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Can You Hear Me?

• We are audio broadcasting so please 
plug in your headphones or 
computer speakers to listen in.

• If your audio is choppy or slow, you 
may wish to dial into the 
teleconference:

Dial: +1 (415) 655-0003

Enter access code: 667 621 401#



Slide Link

Today’s slides can be found online at:

http://bit.ly/2020-03-04-economic-update

http://bit.ly/2020-03-04-economic-update


We Encourage Questions

Use the 

Questions Box
located on the right side of 

the screen, to type your 

comments or questions.



Tell Us What You Think!

Please take our post-event survey. We 

value your feedback!



Jason Haley, Chief Investment Officer

ALM First Financial Advisors

Sam Taft, AVP, Business Development

Trust for Credit Unions

Investment & Economic Update: 

Global Dynamics and Market Trends



Agenda

▪ TCU Background

▪ ALM First Market Update

▪ Credit Union Investment Trends
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About Trust for Credit Unions

• Institutional 

investment options, 

created specifically 

for credit unions

• ALM First serves as 

investment advisor

• Callahan Financial 

Services serves as 

distributor

• Hundreds of credit 

union investors in our 

30+ year history



ALM First Market Update

Jason Haley

Chief Investment Officer

ALM First



Economic Update

• The Fed announced a 50 bps rate cut yesterday, the first emergency action 
since the 2008 financial crisis

– The decision is meant to offset risks that COVID-19 stalls the current economic 
expansion

– Powell acknowledged the limitations of monetary policy in combating this 
issue, but said it should help ease the recent tightening of financial conditions 

• Market volatility for all financial assets remains high amid elevated 
uncertainty regarding containment efforts

• Markets are now looking to fiscal policymakers

– Emergency management plan

– Fiscal measures to support businesses/individuals directly impacted by virus 
concerns
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Fed Funds Futures Pricing
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Pricing Date 03/04/20

Region: United States Instrument: Fed Funds Futures

Target Rate 1.25

Effective Rate 1.59

Cur. Imp. O/N Rate 1.189

Meeting #Hikes/Cuts * %Hike/Cut Imp. Rate ∆ Implied Rate

03/18/2020 -1.647 -164.7 -0.412 0.777

04/29/2020 -2.206 -55.9 -0.551 0.637

06/10/2020 -2.596 -39 -0.649 0.54

07/29/2020 -2.816 -22 -0.704 0.485

09/16/2020 -2.96 -14.4 -0.74 0.449

11/05/2020 -3.012 -5.2 -0.753 0.436

12/16/2020 -3.085 -7.3 -0.771 0.418

01/27/2021 -3.146 -6.1 -0.786 0.403

* Assumes 25 bps as standard hike/cut

Source:  Bloomberg
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• Treasury yields have fallen sharply in 2020 in a significant flight-to-quality 
trade

– Long-end yields now at record lows

• Implied rate volatility surged over the last week to 78-month high

• Fixed income spreads are wider across almost all sectors

– Fixed ACMBS spreads had been more stable due to demand for duration

Current Market Themes

3/3/2020 12/31/2019 Change

Tenor (%) (%) (bps)

1-Month 1.08 1.43 -0.35

3-Month 0.91 1.54 -0.63

6-Month 0.81 1.58 -0.77

1-Year 0.70 1.57 -0.87

2-Year 0.69 1.57 -0.88

5-Year 0.74 1.69 -0.95

10-Year 0.99 1.92 -0.92

30-Year 1.61 2.39 -0.78

Curves

3mo-10yr 0.08 0.37 -0.29

2yr-5yr 0.05 0.12 -0.07

2yr-10yr 0.30 0.35 -0.04

2yr-30yr 0.92 0.82 0.10

5yr-10yr 0.26 0.23 0.03
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Credit Union 

Investment Trends

Sam Taft

AVP, Business Development

Trust for Credit Unions



4Q19 Credit Union Performance Recap

▪ Mortgage originations fuel lending 
activity#1

▪ Certificates drive positive share 
growth#2

▪ Strong ROA and Net Worth allows 
for future growth and investment#3



Share and capital growth accelerates; 
loan and membership growth slows

As of 12/31/2019
12-mo. Growth

2019
12-mo. Growth 

2018

Assets $1,585.6B 7.8% 5.4%

Loans $1,120.9B 6.2% 9.0%

Shares $1,336.2B 8.2% 5.2%

Investments $389.6B 11.1% -4.1%

Capital $188.2B 10.6% 7.7%

Members 121.8M 3.6% 4.4%



Industry loan growth has been slowing since 2Q17; share 
growth has consistently accelerated since 3Q18
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1st mortgage originations make up 32% of loan volume in 
2019
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1st mortgage growth accelerates as rate cuts spur refinance 
activity; auto loan growth slows significantly
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Certificates grew 20.5% year-over-year, comprising 49% of 
total share growth in 2019
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The loan-to-share ratio decreased between the third and fourth 
quarter for the first time since 2015
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Strong liquidity inflows push portfolios up 11.1% year-over-year; 
cash balances rise 30.6%
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Investments increasingly allocated to shorter maturity 
products; weighted average life falls to 1.91 years
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Overnight balances increase due to tightened liquidity and 
loan demand uncertainty
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Investment yields fall from 3Q19 following Fed rate cuts
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TCU Portfolios 

Progress Report

Jason Haley

Chief Investment Officer

ALM First



Fund Highlights

• Short Duration Portfolio:

– From 4/30/17-2/29/20, portfolio’s return is ranked 3 out of 90 funds in its 
Morningstar category (short government)

• 0.52% average annual excess return versus benchmark

• 5.46% gross return over last 12 months (+81 bps excess return)

• 2.31% 30-day yield as of 3/3/20 for investor shares

• Ultra Short Duration Portfolio:

– General objective is to minimize NAV volatility while maintaining at least 10 
bps yield spread over IOER after expenses

• 30-day SEC yield is currently +80 bps to Fed’s IOER rate (average of 30 bps since 
strategy change in January 2019)

• NAV has traded in 1 cent range since early January 2018

– Outperformed 3mo T-bill benchmark by 30 bps over last 12 months
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TCU’s value proposition is stronger than ever
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TCU Short Duration Portfolio
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Current TCUDX2 Benchmark3 Excess

Allocation Eff. Dur Sprd. Dur OAS 1-day 2.60% 0.90% 1.70%

ARM 3% 1.56% 3.55% 74 30-day 2.34% N/A N/A

Bank Note Fixed & Float 9% 0.67% 1.11% 47

CMBS Fixed 20% 5.05% 5.83% 64

CMO Fixed 7% -2.37% 4.07% 40 TCUDX2 Benchmark3 Excess

CMO Floater 24% 0.28% 4.42% 58 3 month 1.72% 1.70% 0.02%

MBS Fixed 30% 2.27% 3.91% 66 YTD 1.73% 1.47% 0.26%

US Treasury 5% 1.90% 1.95% -6 12 month 5.46% 4.65% 0.80%

100% 1.81% 4.01% 56 Avg Annual4 2.83% 2.33% 0.50%

1  As of 2/28/2020
2  Yields for TCUDX are after expenses (SEC yield)
3  Benchark  is 2-year Treasury index
4  Since 4/30/2017 (when ALM First became portfolio manager)

TCU Short Duration Portfolio Summary
1

Yield Summary

Ex-Ante Analytics

Total Return Summary
1



TCU Ultra Short Duration Portfolio
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Current TCUUX2 Benchmark3 Excess

Allocation Eff. Dur Sprd. Dur OAS 1-Day Yield 1.64% 0.96% 0.68%

ARM 2% 1.02% 3.62% 114 30-Day Yield 1.93% N/A N/A

Agency Floater 0% 0.31% 1.88% 63

Bank Note Fixed & Float 7% 0.14% 0.84% 23

CMO Fixed 1% 2.33% 3.21% -27 TCUUX2 Benchmark3 Excess

CMO Floater 54% 0.36% 4.25% 58 3 month 0.59% 0.43% 0.17%

MBS Fixed 0% 2.16% 2.85% 97 YTD 0.42% 0.28% 0.14%

Repo 36% 0.06% 0.06% 30 12 month 2.47% 2.19% 0.29%

100% 0.26% 2.45% 46 Avg Annual4 1.74% 1.88% -0.14%

1  As of 2/28/2020
2  Yields for TCUUX are after expenses (SEC yield)
3  Prior to 1/1/2019, benchmark was effectively a 9-month Treasury

  bill index; current benchmark is 3-month Treasury bill index
4  Since 4/30/2017 (when ALM First became portfolio manager)

Ex-Ante Analytics

Total Return Summary
1

TCU Ultra Short Duration Portfolio Summary
1

Yield Summary



Looking Ahead

• Markets will likely remain volatile until there is more visibility on the 
containment and ultimate impact of COVID-19

• TCU portfolios are built to achieve long-term success, and as such, 
portfolio duration will be properly aligned with the relevant benchmark 

• Ultra Short Portfolio yield spread relative to IOER should widen amid Fed 
rate cuts

• Portfolios with callable assets (MBS) have shed duration in recent weeks, 
so will continue to rebalance as necessary to maintain duration targets

• We are prepared to take advantage of significant spread widening  (i.e., 
liquidity premiums) in high credit quality sectors
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Questions & Discussion



Disclaimer

Returns are gross of fees, unaudited, and estimated using the Modified Dietz method. ALM First does not have complete discretionary trading authority over each account
reflected in the performance discussed herein. Some clients had investment results materially different from those portrayed in this document. These data were compiled
from client portfolios that consistently accepted ALM First investment advice.

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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3800 Maple Avenue Suite 600
Dallas, TX 75219
Phone: 800.752.4628
Fax: 214.987.1052

www.almfirst.com


