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CUEG PANEL DISCUSSION

• Economic Forecast 
– Tun Wai

• Emerging Risks & 
Opportunities
– John Worth

• Financial Services Future 
– Dave Colby
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CUEG PANEL DISCUSSION

Economic Forecasts

– Tun Wai
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Left to right are Eli Vazquez, American Airlines FCU; Dave Colby, 
CUNA Mutual Group; Federal Reserve Bank of Philadelphia 
President Charles Plosser; Steve Brewer, Michigan Schools and 
Government CU and Tun Wai, NAFCU.

CUEG IN PHILADELPHIA, PA
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ends 6/09



���������	

������������
�������������������
������ ������������

RECOVERING AREAS
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UNEMPLOYMENT
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FEDERAL RESERVE
“…the economic recovery is continuing at a moderate 
pace, though somewhat more slowly than the Committee 
had expected….The slower pace of the recovery reflects in 
part factors that are likely to be temporary, including the 
damping effect of higher food and energy prices on 
consumer purchasing power and spending as well as supply 
chain disruptions associated with the tragic events in 
Japan. However, investment in nonresidential structures is 
still weak, and the housing sector continues to be 
depressed….However, longer-term inflation expectations 
have remained stable. .”

Monetary Policy Release 
June 22, 2011
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EXPECTED CHANGES

* Interest rate paid on excess reserve balances

*
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HOUSE PRICE-TO-RENT
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LOAN DELINQUENCY
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FEDERAL RESERVE
FORECAST (5/22/11)

2011 Forecast
(Central 

Tendency)

2012 Forecast
(Central 

Tendency)

Real GDP* 2.7% to 2.9% 3.3% to 3.7%

PCE inflation 2.3% to 2.5% 1.5% to 2.0%

Core PCE inflation 1.5% to 1.8% 1.4% to 2.0%

Unemployment** 8.6% to 8.9% 7.8% to 8.2%
* Fourth Quarter to Fourth Quarter Change.

** Fourth Quarter-Average Levels.
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CUEG FORECAST
Actual 
Results

Annual Forecasts

2010 2011 2012

Growth Rates:

Loan Growth -1.3% 1.7% 4.0%

Savings Growth 4.5% 4.2% 4.2%

CPI-U:

CPI-U 1.2% 2.3% 2.3%

Interest Rates:

Fed Funds Rate
0%-

0.25%
0%-

0.25%
1.15%

GDP:

GDP 2.8% 2.8% 3.1%
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NAFCU FORECAST

2.0%2.5%-1.6%-3.6%Consumer Credit Growth

8.4%8.9%9.4%9.3%

Unemployment Rate
(Q-4 over Q-4)

1.7%
0% -
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0.25%
0% -

0.25%Federal Funds Rate                    

2.0%2.9%1.2%1.5%Consumer Price Index

3.5%2.9%2.8%0.2%Real GDP
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CUEG PANEL DISCUSSION

Emerging Risks 
and 

Opportunities

– John D. Worth, NCUA
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THE GREAT RECESSION IS THE PAST…

The Great Recession was the longest (in months) and deepest (decline 
in output) contraction in the postwar era
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THE SLOW RECOVERY IS THE PRESENT 

Economy is growing,  but pace of recovery is slow
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MODEST EMPLOYMENT GROWTH

Job loss was large, unemployment surged, and the labor 
market recovery has been modest since the recession ended
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HIGH UNEMPLOYMENT WILL PERSIST

Both the absolute number and the percentage decline in jobs 
was much larger than in previous recessions. 
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GEOGRAPHY OF UNEMPLOYMENT
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HOUSING MARKET REMAINS WEAK 

Home price declines continue…
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HOUSING PRICES



���������	

������������
�������������������
������ ������������

MORTGAGE DELINQUENCY

Mortgage delinquency and foreclosure rates are still far 
above any previous experience. 
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MORTGAGE DELINQUENCY

Geography of mortgage delinquency and foreclosure
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DELINQUENCY

Geography of delinquency: FICUs
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DELINQUENCY

Geography of delinquency: FCUs
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OPTIMISM IS LOW 

Consumer attitude measures: improving, but still low 
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CUs AND THE ECONOMY
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Loan growth and the overall unemployment rate
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Charge-offs tend to move with the overall unemployment rate 

CUs AND THE ECONOMY
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FICU LOAN GROWTH

Geography of FICU 12 Month Loan Growth 2011Q1
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FCU LOAN GROWTH

Geography of FCU 12 Month Loan Growth 2011Q1
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FICU NET WORTH

Geography of FICU Net Worth 2011Q1
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FCU NET WORTH

Geography of FCU Net Worth 2011Q1
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UNUSUAL RATE ENVIRONMENT
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UNUSUAL RATE ENVIRONMENT

*&)*

�&�*

*&(6

6&�* 6&�� �&,�

*&*'

�&�+
�&�)

�&6�

6&** 6&�)

�&�

�&7

*&�

*&7

�&�

�&7

6&�

6&7

*,,� �
,,

���� �* �� �6 �' �7 �( �+ �) �, *�

 :$��2��
��� '�<��=����
6&�(>

8���9�
��� 8�����-��������������0
�������
�

:��
$��
��#
������
�;��������



���������	

������������
�������������������
������ ������������

CONCENTRATION AND RATE RISK

Credit union portfolios moving toward real estate
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INTEREST RATE RISK

Portfolio composition moving to Fixed RE while rates decline
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OUTLOOK: OPPORTUNITIES AND RISKS

• Most likely general economy scenario brings opportunities and 
risks for credit unions. 
– Rising consumer spending and improving demand for autos 

and other durables is likely to boost loan demand.
– Improving employment will lower delinquencies and increase 

loan demand.

• Combination of higher oil prices and some signs of slower 
recovery in consumer spending could result in weak growth.

• Some increase in interest rates is likely; a return to “normalcy.”
– Inflation expectations could move higher. 
– But interest rates could move quicklyin either direction 

raising ALM concerns.
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CUEG PANEL DISCUSSION

Financial Services Future 

– Dave Colby
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FINANCIAL SERVICES 
FUTURE

Current Perceptions

–Your Members

–Your Views
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WHAT ARE WE MISSING?

• Cyclical or structural?

• Black Swansor geese laying

Golden EggsGolden Eggs?

Source: CUNA Mutual Economics
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Near-term
• Rate shocks and second housing crisis
• Cuts to non-interest income
• Compliance costs

CREDIT UNION CHALLENGES

Long-term
• Lack of growth
• Diverse demographics

Source: CUNA Mutual Economics
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CU ASSET GROWTH
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CALL IT WHAT YOU WILL

• Game Changers

• Strategic Inflection Point

• Disruptive Innovation

Source: CUNA Mutual Economics
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KEY EVENTS

• Debit Interchange

• Future of GSEs

• Consumer Financial 
Protection Bureau (CFPB)

Source: CUNA Mutual Economics
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THE FUTURE

• Unknowns

• Unknown unknowns

• Known(s)

Source: CUNA Mutual Economics
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SUMMARY

• The economic outlook
• Key risks
• Financial services future


