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A RECOVERING AREAS

More Than Half of Metro Areas in Recovery
S_tatus as of April 2011 data
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. UNEMPLOYMENT

Unemployed Can’t Catch a Break

Ratio of unemployed workers to job openings, #
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.Y FEDERAL RESERVE

“...the economic recovery Is continuing atnaoderate
pace though somewhamore slowly than the Committee
nad expected....The slower pace of the recoveryatsfla

part factors that arkkely to be temporary, including the
damping effect of higher food and energy prices

consumer purchasing power and spending as welli@sdys
chain disruptions associated with the tragic eveints
Japan. However, investment in nonresidential strestus
stil weak, and the housing sector continues to

depressed....However, longer-term inflation expeotest

haveremained stable .”

Monetary Policy Release
June 22, 2011
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.Y FRB BALANCE SHEET

I Total Assets (left scale)
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A  EXPECTED CHANGES

Fed Timeline

First increase in target Fed funds
Fed reinvests its Fed ends and |OER rates * rate near
maturing ABS QE2 and . Fed begins 2%
securities in balance 5 Stop selling
Treasury notes sheet peaks reinvestments assets
10Q3 10Q4 11Q1 11Q2 11Q3 11Q. 1201 [ 12Q2 12Q3 12Q4
Fed resumes Fe{:j t_:-egins Spread between
large-scale draining large target and
asset quantities of discount rate at
— ] . .
excess 100 basis points
purchases “Extended P
(QEZ2) reserves

period” removed

Sources: Fed, Moody’s Analytics

* Interest rate paid on excess reserve balances - Cl 'EG




£ HOUSE PRICE-TO-RENT

NAFCU

House Prices Fall Below Rents
House price-to-rent ratio, SA
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A | OAN DELINQUENCY

Delinquency Rates
% of § volume 30 days past due
sources. ABA, CreditForecast.com
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.y FEDERAL RESERVE
ST (5/22/11)

(Central (Central
Tendency) Tendency)

2011 Forecast 2012 Forecast

Unemployment**

Real GDP* 2.71%1t02.9% 3.3%1t03.7%
PCE inflaton  2.3% t0 2.5% 1.5% to 2.0%

Core PCE inflaton 1.5% t0 1.8% 1.49% to 2.0%

* Fourth Quarter to Fourth Quarter Change. = 'I' -‘
:

** Fourth Quarter-Average Levels. =

—

8.6% t0 8.9% 7.8% to 8.2%
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. CUEG FORECAST

Growth Rates:
Loan Growth
Savings Growth

CPI-U:

CPI-U

Interest Rates:

Fed Funds Rate

GDP:
GDP

Annual Forecasts

2011

1.7%
4.2%

2.3%

0%-
0.25%

2.8%

2012

4.0%
4.2%

2.3%

1.15%

3.1%




NAFCU FORECAST

2011

Forecast

Real GDP 2.9%

Consumer Price Index 2.9%

0% -
Federal Funds Rate 0.25%

Unemployment Rate

(Q-4 over Q-4)

Consumer Credit Growth

2012

Forecast
3.5%

2.0%

1.7%
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ﬁ@ﬁ THE GREAT RECESSION IS THE PAST...

The Great Recession was the longest (in months) :
in output) contraction in the postwar era . i

Recession Length and Severity
Recession Length (Months) - Right AXis — se—
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@UTHE SLOW RECOVERY IS THE PRESENT

Economy is growing, but pace oﬂ'f: V
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NAFCU

Job loss was large, unemploym
market recovery has been mode

MODEST EMPLOYMENT GROWTH

Unemployment Rate and Change in Nonfarm Payrolls

thousands percent
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ﬁ@ﬁ HIGH UNEMPLOYMENT WILL PERSIST

Both the absolute number and the pe
was much larger than in previous rec

A

Payroll Employment Decline from Peak
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ﬁ_ GEOGRAPHY OF UNEMPLOYMENT

NAFCU

State Unemployment Rates, April 2011

@ Under7.0% () 7.0% to 9.0%

@ 9.1% to 11.0% @ Over 11.0%




ﬁ_ HOUSING MARKET REMAINS WEAK

NAFCU

Home price declines continue...
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Y. Y HOUSING PRICES

Home Price Changes from 2007Q2 to 2011Q1
FHFA Home Price Index (SA)

® -30% and Less @ -20% to -30% ) -10% t0-20%
@ 0% to -10% @ 0% to +10%




ﬁ_ MORTGAGE DELINQUENCY

NAFCU

Mortgage delinquency and foreclos
above any previous experience.
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ﬁ_ MORTGAGE DELINQUENCY

NAFCU

Geography of mortgage delinquen
Seriously Delinquent Loans, 2011Q1

80+ Days Delinquent or in Foreclosure Process
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@ Lessthan 5% () 5%to7.5% () 7.5% to 10%
@ 10%to 15% @ Over 15%
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ﬁ- DELINQUENCY

NAFCU

Geography of delinquency: FICUs
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DELINQUENCY

Geography of delinquency: FCUs




OPTIMISM IS LOW

Consumer attitude measures: improving, but still lov




CUs AND THE ECONOMY

Loan growth and the overall unemployment rate




CUs AND THE ECONOMY

Charge-offs tend to move with the overall unemploymnt rate




FICU LOAN GROWTH

Geography of FICU 12 Month Loan Growth 20110Q1




FCU LOAN GROWTH

Geography of FCU 12 Month Loan Growth 2011Q1




FICUNET WORTH

Geography of FICU Net Worth 20110Q1




FCU NET WORTH

Geography of FCU Net Worth 20110Q1
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UNUSUAL RATE ENVIRONMENT




CONCENTRATION AND RATE RISK

Credit union portfolios moving toward real estate




INTEREST RATE RISK

Portfolio composition moving to Fixed RE while rate decline

o@ 2 69 - $0
9




OUTLOOK: OPPORTUNITIES AND RISKS

Most likely general economy scenario brings opjraties and
risks for credit unions.

— Rising consumer spending and improving demanduitos
and other durables is likely to boost loan demand.

— Improving employment will lower delinquencies andrease
loan demand.

Combination of higher oll prices and some signslofver
recovery in consumer spending could result in wgrakvth.

Some increase In interest rates is likely; a retar‘normalcy.”
— Inflation expectations could move higher.

— But interest rates could move quickiyeither direction
raising ALM concerns.
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FINANCIAL SERVICES
FUTURE

Current Perceptions

—Your Members

—Your Views




WHAT ARE WE MISSING?

e Cyclical or structural?

or geese laying

?




CREDIT UNION CHALLENGES

Near-term

Long-term




CUASSET GROWTH




T
T
=
O
"%
O
Z
<
O
—
>
O

9\ () 00) © < 9\ (&) AN
—i —i '

JUa2J3d




CALL IT WHAT YOU WILL

« Game Changers

 Strategic Inflection Point

e Disruptive Innovation




KEY EVENTS

e Debit Interchange

e Future of GSES

e Consumer Financial
Protection Bureau (CFPB)




THE FUTURE

e Unknowns

e Unknown unknowns

e Known(s)




SUMMARY

e The economic outlook
e Key risks
e Financial services future




