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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 +1-301-715-8592, then input the access code 850 5028 7475.

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.



Slide Link

Today’s slides can be found online at:

http://bit.ly/1Q-2021

http://bit.ly/1Q-2021


We Encourage Questions!!!

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



Put Excess Liquidity 

to Work

30-Day Yield: 0.22%*

*The yield for the Ultra-Short Duration Portfolio 

above reflects the 30-day annualized effective yield 

(net of fees/expenses) as of May 10, 2021
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Economic & Market Themes

• High economic optimism, inflation worries, and the Fed

– First estimate of Q1 GDP growth +6.4% q/q (annualized)

• Consumer spending +10.7%, including 23.6% q/q increase in goods consumption

• Decline in inventories subtracted 2.6 percentage points from the headline rate (supply bottlenecks)

• +10.2% Q2 growth assumption based on Bloomberg economist survey (weighted average)

– Still a healthy debate regarding future inflation concerns

• Several corporations have said they are preparing to raise prices to consumers due to higher input prices

– The Fed still believes any near-term inflation pressures will be transitory due in large part to base effects 
and Covid-related supply chain bottlenecks

• Likely to be challenged in the coming months by the markets if year-over-year inflation metrics surge 

• April jobs report was a head scratcher

– Only 266k jobs added vs. 1mm expected and unemployment rate rose for first time since last April

– Inconsistent with other recent labor market metrics 

– How does if affect Fed QE tapering discussion, if at all?
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NY Fed Weekly Economic Index
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Source: New York Federal Reserve



Wage Inflation Emerging?
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Source: BLS, Bloomberg
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Market Themes

• Sharp and swift Treasury curve steepening in Q1

– Positive Covid trends and corresponding economic optimism sent long-end-
yields higher and steeper

• Market pricing for first Fed rate hike moved up to early 2023

– 5yr and 10yr yields down 14 bps and 12 bps so far in Q2

• Fed chose to keep IOER rate unchanged at April FOMC

– Supply and demand technical have pushed repo and other money market 
rates to the zero bound amid reduced T-bill issuance

– Fed’s reverse repo facility has so far been successful in absorbing excess 
liquidity and keeping rates from going negative 

• Fixed income returns negative for most sectors YTD

– Higher Treasury yields 3yrs and beyond pushed bond prices lower in Q1, 
but April was, at least partially, a bounce-back month

– Fixed income spreads have continued to grind tighter given continued 
heavy presence from the Fed
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3/31/2021 12/31/2020 Change

(%) (%) (bps)

1-Month 0.00 0.03 -0.03

3-Month 0.02 0.06 -0.04

6-Month 0.03 0.08 -0.05

1-Year 0.06 0.10 -0.05

2-Year 0.16 0.12 0.04

5-Year 0.94 0.36 0.58

10-Year 1.74 0.91 0.83

20-Year 2.31 1.44 0.87

30-Year 2.41 1.65 0.77

Curves

3mo-10yr 1.73 0.86 0.87

2yr-5yr 0.78 0.24 0.54

2yr-10yr 1.58 0.79 0.79

2yr-30yr 2.25 1.52 0.73

5yr-10yr 0.80 0.55 0.25

Source: Bloomberg

Tenor

Treasury Curve



Higher Rates Are Ultimately Good for Banking

Recent curve steepening stings as it relates to matters such as accountings measures on securities 
portfolios, but the operating environment is more favorable looking forward

• Higher interest rates increase the value of the core deposit franchise

• Expanded NIM as higher yielding assets are added to the balance sheet

General principals of banking and interest rates…

• Bank stocks trade at higher multiples of book when interest rates are higher.

• Net interest margins are higher when interest rates are higher.

• Acquisition values are higher when interest rates are higher.

• Net charge offs are lower when interest rates are higher.

• Bond portfolio values are lower when interest rates are higher.
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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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The balance sheet continues to grow as stimulus checks and tax 
refunds flow into deposit accounts

3/31/2021 12-Mo. Growth 3/31/2020 12-Mo. Growth

Assets $1,973.0B 19.1% $1,657.0B 8.7%

Loans $1,178.5B 4.4% $1,128.7B 6.5%

Shares $1,714.6B 23.2% $1,392.2B 8.1%

Investments $703.6B 57.4% $446.9B 13.1%

Capital $207.4B 7.5% $192.9B 10.1%

Members 127.3M 3.7% 122.7M 3.5%

Source: Callahan’s Peer-to-Peer Analytics



Share balances at credit unions are rising at the fastest pace on 
record and have doubled over the last nine years
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1st quarter loan originations increase 31% as both mortgage and 
consumer production accelerates
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However, balance sheet loan growth slows as members continue 
to pay down debt

$809 $895 $983 $1,060 $1,129 $1,179
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Increased deposit inflows and slowing loan growth results in the 
lowest loan-to-share ratio since 2013 
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ROA has nearly doubled since last March
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Membership growth has picked up since last March

105.0 109.4 114.1 118.6 122.7 127.3
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Credit unions continue to shift to more full-time employees while 
reducing part-time roles
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Savings
• Core deposits continue to grow at record pace 

as stimulus checks and tax refunds flow into 

checking and savings accounts

• Deeper member engagement is evident in 

higher usage of checking accounts

• Savings balance increases drive the average 

member relationship to a new high



Share growth is accelerating to a record pace
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Stimulus payments are evident in quarterly share growth 
dynamics
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Certificate balances have fallen over the past year as members 
moved funds into more liquid accounts
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Checking penetration is at record highs…a good sign of 
increasing member engagement
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Average member relationship expanded 10.9% as share balances 
continue to climb
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Lending

• Record first quarter loan originations are 
driven by consumer lending

• Loan balances continue to rise but at a slower 
rate than recent years

• Asset quality improves across the loan 
portfolio



Consumer loan originations are up substantially for the first time 
since the onset of the pandemic
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Despite record originations, members are paying off existing 
loans almost as fast as new credit can be granted

$661 $731 $809 $895 $983 $1,060 $1,129 $1,179
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1st mortgages make up the bulk of net loan growth over the past 
6 quarters
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1st mortgages are the largest component of the loan portfolio
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Over the last three quarters, credit unions have increased loan 
purchases in response to high liquidity and low interest rates
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Delinquency rates continue to improve across the portfolio

Total 1st Mortgage Auto Other RE

Indirect Credit Card Member Commercial

0.46% 0.40% 0.35% 0.58% 

0.38% 0.88% 

0.17% 0.06%

0.21% 0.48%

Annual Change in Delinquency
Data as of 3.31.21

0.59%

0.23% 0.05%

0.07%



Credit unions originated over 98,000 more mortgages in the first 3 months 
of 2021 than a year ago…and are nearly double 1Q 2017 originations
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Credit unions originated 1 million more loans to members in the first quarter 
of 2021 compared to the same period a year ago
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ScoreUp Credit Builder 
Loan
May 12, 2021



Introducing the Speakers…
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Josh Garrison
VP, Consumer Lending & Cards

Kipp Riesland
Sr. Program Manager, Financial Wellbeing



Confidential. For internal use only.

Our vision is to be our members’ lender of choice.  
We are earning that right by putting member needs at the center of 
everything we do:

Lending Vision
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1

2

3

Solutions that improve our members’ financial wellbeing

Experiences designed for speed and ease on par with FinTechs

Being a source for trusted advice



Financial Health Lending

New Loan Product – ScoreUp Credit Builder 

Culture / Member Service
• Rounds-out financial health offering / product suite

• Provides team a path for declined loans

• Reinforces the culture of test-and-learn (partnership 
with Common Cents Lab / Duke University)

Build Membership
• Community Engagement (United Way)

• National recognition & traction of new product (CU 
Broadcast; CreditUnions.com)

Build Participation
• Deepens overall relationship (loan & deposit)



Build or Rebuild Credit While Saving
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Basics

• Fixed 3.95% APR; no fees

• 6-36 Month Terms (as low as $22/month for 2 years)

• Loan Amounts $500 - $5,000

• No Credit History Needed & No Cosigner

How It Works

1. Funds put into a secured savings account, where it earns 
interest

2. Member pays loan monthly and builds ‘equity’ in the 
savings account (similar to a home loan)

3. Once paid in full, funds released to member

Payment Assistance – comes with every ScoreUp loan – if the member stops paying, or can’t pay, 
we close out the loan without dinging the member’s credit – and any equity already built is 
released to the member



Patelco Credit Building Loan Options

• ScoreUp fills a gap in our financial 
wellness offering for folks who have 
no credit, thin file, or bad credit –
particularly since it requires no 
upfront deposit

• Historically, if we declined a secured 
loan application, we had nothing 
else to offer the member…now, we 
have the ScoreUp Loan

• Since launching in July 2020, 
we’ve booked 1,107 ScoreUp
loans*

• This is ~120% of the volume 
we were expecting

*Data As of 5/3/21



Demographics / Other Statistics
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ScoreUp Age Distribution
• 62% of members who’ve made 3 or more 

on-time payments have seen their FICOs 
improve by 5+ points, on average

• 80% of funded ScoreUp loans were opened 
by members with thin / no file or FICOs 
<630

• 12 months is the most popular term, 
followed by 2 years, then 6 months

• The average loan size is $1,806 even though 
it’s smaller for shorter terms (e.g. $811 average 

loan for 6 month term) and larger for longer 
terms (e.g. $4,505 average loan for 3 year term)

Data as of 3/31/21



ScoreUp Credit Builder – Bringing it home
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Be the change you want to see in the world…

Josh Garrison – jgarrison@patelco.org
Kipp Riesland – kriesland@patelco.org

mailto:jgarrison@patelco.org
mailto:kriesland@patelco.org


Earnings & Capital

• Lower interest rates push net interest 

margin to lowest level on record

• Non-interest income increases due to 

mortgage sales and interchange income

• Earnings rise but asset growth pushes 

capital ratios lower
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Revenue stays flat due to low interest rates



Loan yield and cost of funds are declining at a similar rate but lower 
investment yield amid high liquidity is impacting interest margin
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As interest margin tightens, asset growth is significantly 
outpacing operating expense growth
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YTD Other Operating Income
Data as of 3.31.21

Other Operating Income Annual Growth

Due to increases in mortgage sales and interchange income, 
other operating income increased $1.0 billion year-over-year 
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YTD Fee Income
Data as of 3.31.21

Fee Income Annual Growth

Fee income fell 2.4% over the year as credit unions waive or 
reduce fees



Credit unions remain well reserved and have reduced quarterly 
provision expenses
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Quarterly Provision for Loan & Lease Losses
Data as of 3.31.21

Provision for Loan Losses



ROA has continued to climb since first quarter 2020

0.75%
0.71%

0.90%
0.95%

0.52%

1.03%

0.00%

0.20%

0.40%

0.60%

0.80%

1.00%

1.20%

1Q16 3Q16 1Q17 3Q17 1Q18 3Q18 1Q19 3Q19 1Q20 3Q20 1Q21

ROA
Data as of 3.31.21



Although earnings remain solid, asset growth is reducing capital 
ratios
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Net Worth and Other Capital
Data as of 3.31.21
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Asset growth is nearly double the rate of return on equity, leading 
to the decline in the net worth ratio
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Despite record balance sheet growth, 94% of credit unions remain 
“well capitalized”
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Over 98% of credit union assets are well capitalized



Lessons & Looking Forward

• Economic uncertainty continues as 2021 

begins

• Credit unions have the balance sheet 

capacity and financial strength to continue 

to support member needs as they 

navigate the new normal
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