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Who We Are

CUCollaborate delivers outcomes-driven analytics for credit unions by connecting
regulatory intelligence with performance and predictive insights. We help teams
understand what’s changing, what it impacts, and what to do next—especially as

regulation evolves and funding and operations shift.

Driven by a data network designed exclusively for credit unions, CUCollaborate
goes beyond historical reporting to surface emerging peer, institutional, and market
trends before they’re obvious. Our predictive and financial intelligence helps leaders
compare strengths, weaknesses, growth trajectories, and risk signals across peers —
so they can act first, run stronger institutions, and deliver greater member impact.
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Powered by a Network of Non-Public CU Data and CU Expertise
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Smarter Growth. Greater Impact. Stronger Performance.
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A Few Key Members

Sam Brownell Chris Tissue Luis Dopico

FOUNDER & CEO CHIEF OPERATING OFFICER, HEAD OF CONSULTING CHIEF ECONOMIST

With over a decade of experience in the credit union industry, Sam is Luis has specialized in credit unions since 2001. Before joining CUCollaborate,
an expert in fields of membership, technology solutions, and growth Chris has 15+ years of experience in consulting with a focus on data his clients included the Filene Research Institute, the National Credit Union
strategies. His mission is to democratize finance by making credit analytics, managerial cost accounting, workload modeling, performance Administration (NCUA), the Credit Union National Association (CUNA),
unions more accessible to all consumers, thereby driving membership and financial management. Opportunity Finance Network (OFN), and other research institutions,

growth. government agencies, consulting firms, and university professors.

He has led dozens of successful field of membership, Low Income

In addition to his role at CUCollaborate, Sam serves as an advisor and Designation (LID) and CDFI engagements for CUCollaborate’s credit Luis’ research has been published by the Filene Research Institute, the Federal
investor at Credit Mountain. Sam holds a BA in Political Science, union customers. Reserve Bank of San Francisco, Opportunity Finance Network, the Journal of
Philosophy, and Economics from Denison University and is passionate International Financial Markets, Institutions and Money, the International
about solving complex problems to create meaningful change inthe In addition, Chris’s experience includes large consulting and credit union Review of Finance, the Corporate Finance Review, Essays in Economic and
financial services industry. firms, including Deloitte, Grant Thornton, and Callahan & Associates. Business History, and the Cooperative Business Journal.
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Outline
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Earlier Research

Why is the number of credit unions falling?

Mergers: How many?

Characteristics of merger partners: Targets vs.

Acquirers

Impact of mergers on targets’ and acquirers’

members



Earlier Research on Mergers
and Related Topics

Mergers
» Filene (2008, 2009, 2010, 2019)

» Federal Reserve Bank of San Francisco (2019) and Economic and Business History Process
Society (2020)

Failures
» Filene (2005, 2007, 2019) and Economic and Business History Process Society (2010, 2020)

Financial sustainability
» Filene (2016) and Cooperative Business Journal (2019)

Asset growth
» NCUA (2016) and Filene (2018 and 2020)
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Number of U.S.CUs
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Credit Union Market Share
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Early Steady Increase in the Number of CUs

* CUs were small, volunteer-run, shoestring-like, uninsured institutions

» Most CUs offered very narrow ranges of services

= Many offered only regular shares and personal loans

» Very narrow FOMs

* Regulators actively promoted CU formation

» CUs were very easy to open: seven signatures

» CUs were relatively easy to close: voluntary liquidations
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Latter Steady Decline in the Number of CUs

* Many CUs are becoming larger, professionally-run, insured institutions

» Broadening offerings of services

= Checking, CDs, mortgages, credit cards, business loans, full-time employees,
self-standing branches, ATMs, debit, online and mobile access, etc.

* Upon shares’ becoming insured, CU regulators effectively shifted their focus
» From: promoting CU formation

» To: preventing insurance losses
= By requiring far higher capital and managerial standards for existing (and new) CUs
= By broadening FOMs to reduce geographic and industry concentration credit risk

= By shifting away from liquidations to mergers
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Number of U.S. CUs (Again)
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More Challenging Than Ever to Ensure the Sustainable Operation of a New Credit Union

Number of CUs Being Formed, Closed, and Net Changes
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Why Are CU Numbers Shrinking?

Not because closure rates (including mergers) increased

But because CU formation plummeted

» Regulators clearly “reduced the supply of charters”

» Have consumers also “reduced their demand for shoestring institutions”

The CU movement has effectively changed how it expands

» From: Adding new shoestring-like CUs

» To: Enlarging the FOMs of existing CUs and adding members to large existing CUs which have increasingly
overlapping FOMs

CU regulators have shifted how CU exits take place
» From: voluntary liquidations, where unexpected insurance losses can surface, and member service is discontinued

» To: mergers, where insurance losses are less likely to surface, and member service is not discontinued
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Main Type of CU Exits:
From Voluntary Liquidations to Mergers
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Mergers: # and % of CUs, 1971-2021
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CU Merger Targets by Asset Size Range
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CU Merger Acquirers in by Asset Size Range
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CU Merger Targets by Relative Size
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Characteristics of CUs in Mergers and
Impacts
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Noninterest Expenses:
Characteristics and Impacts across Types of
Mergers
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Why do Credit Unions

Merge?
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CU Mergers Most Often Benefit Members of
Smaller, or Troubled, Targets

* Far larger CUs on average have better performance than far smaller CUs across most
measures of member-centric and financial performance: loan and deposit rates, product
breadth, loans per assets, ROA, growth, etc.

» Members of “deeply troubled” CUs that merge benefit by continuing to belong to an ongoing CU
= Regulatory encouragement, assisted mergers, purchase and assumption transactions (P&As)

» Where is the boundary between a “little troubled” and “deeply troubled”?
= CUs with retiring CEOs

= CUs with less dynamic managers, low loan volumes, narrow offerings, poor pricing, and poor growth

* Thus, in many mergers, members of smaller targets benefit from having access to the
pricing, product ranges, and technology platforms of their acquirers.
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Credit Union Merger Activity Continues at
~3% Pace
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Driven by Need for Economic Scale

ASSET SIZE (LOGARITHMIC SCALE)
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CREDIT UNION MERGERS

A Game Without

“The FCCU/Valley Strong merger is a current and common example of
the private, insider deal making around mergers of successful, long
serving institutions. The CEQO’s and boards arranging these transactions
put their self-interest and ambitions ahead of their member

owners. Their actions are covered with rhetorical reasons about scale,
technology investments and competition threats.”

- Chip Filson



Do Mergers Benefit Acquirers’ Members?

* Complex evidence of CU economies of scale
» Large cost differences across CUs with sizes that differ vastly (e.g., 100 times larger)
» Far smaller differences for smaller size differences (e.g., if “only” twice as large)

» Large dispersion within asset size ranges implies that
=  Simple cost control efforts may be more effective than attempts to add assets
= Absorptions (the most common mergers) are highly unlikely to reduce costs substantially

" |ncreasing revenues (e.g., by increasing loans per assets) may be more effective than cutting costs

* Mergers could benefit members beyond costs and pricing

» Adding products/skills (e.g., business loan officers, technology solutions), branch locations (for added
convenience) that the target has, and that the acquirer did not have

* Managerial ego and distraction
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Barriers to Finding the Best Fit

No data-driven Reliance on personal Difficult to determine Traditionally
approaches network determine who might negotiated as back
previously existed to might be interested room deals
identifying and interested

assessing potential

matches
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Introducing CUCollaborate’s Merger Member Benefit Analysis

Personal Network

Generally consider one or two candidates

Non-competitive process

Non-standard process

Lack of objective/biased advice

Lack of transparency
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Consider hundreds of candidates
Competitive process

Standard process
Objective/unbiased advice

Full Transparency







A Risk-Based Member Analysis to Better Assess Fit

Leverage nonpublic AIRES data to identify
identify the credit unions with business CUCollaborate Merger Benefits
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A Tangent
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Number of U.S. CUs (Again)
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More Challenging Than Ever to Ensure the Sustainable Operation of a New Credit Union

Number of CUs Being Formed, Closed, and Net Changes
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Participant Level

Movement
Donation

To promote the continual growth of the Credit Union movement, a fee equal to two basis
points (0.02%) of the acquired credit union’s assets must be donated to help charter new
charter new credit unions.
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Summary, Thanks, and Questions?

* CUs’ growing market presence
» Served by a shrinking number of larger CUs with expanding FOMs

* During the last five decades
» The number of credit unions is falling largely due to a dearth of new CUs
» Mergers transfer members from worse to better performing CUs
» The impacts of mergers on acquirers’ members are complex and limited

* During the decades ahead
» Current patterns are very likely to continue

= Large numbers of smaller CUs with worse performance will continue to merge into large ones
= Mergers of large equals will both continue to attract attention and be rare
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