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7 Ways Lower Interest Rates Impact Economy

Three Wall Street Effects

1. I bond yields => Rotation to stocks => T Stock prices
2. d dollar value => T import prices => T inflation
3.  { dollar value => T exports

One Pennsylvania Avenue Effect
1. 4 U.S. debt servicing costs
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Weak Credit Union Loan Growth

CU Loan Growth

20% 19.1% 20%
B Recession

18% 18%

16% 16%

14%

14%

12%

12%

10% -

10%

Long Run Average

(0] a
8% 7.0%

8%

_A

Why Low Loan Growth? [ 6%
1. High interest rates

2. High amortization of existing debt
3. Low consumer confidence

4. High uncertainty, Recession fears
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Bank Lending Growth

(YYear over Year Percent Change)
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Economic Growth Below Natural Growth Rate

U.S. Economic Growth Rate
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Economic Growth Below Natural Growth Rate

U.S. Economic Growth Rate
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Economic Risks:
Worsening Trade War

Federal Reserve too slow in lowering interest rates

Decrease in stock & home prices

Russia/Ukraine war & Israel/lran war

Rise in energy prices

Lower-quality office property: 4 occupancy, ¥ rent, ¥ pricing => | refinancing
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Interest Rates and Recessions

Recession
[ ==Fcd Funds

6 - —10-yr Treasury Bond

“History Doesn’t Repeat itself,... but it does rhyme.”
Mark Twain 7

Sept to Dec 2024 6

Sept to Dec 2025
5 - 5
13%
4 - 4
4.13%
3 A 3

Expectations of higher inflation
Expectations of higher future short-term rates

Strong economy and rising productivity 2
Investors shortening maturities with expected higher rates
Continuation of Quantitative Tightening, QT
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CU Delinguency Rate
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Unemployment Rate
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CU Net Chargeoff Rate
\Versus
Unemployment Rate
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Inflation Above 2% Target
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(year over year % growth)
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Two Paths
1% drop in 6 months
(Focus on Labor Market)

1% drop in 12 months
(Focus on Inflation)
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Credit Union
Balance Sheet
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Deposﬂs

Checking Accounts
Savings

Money Market Deposits
Certificates of Deposits



Stronger Credit Union Savings Growth

Credit Union Savings Growth

(Annual Percent Growth)

= CU Savings Growth

6.6% Long Run Average

=" TruStage’



20

18

16

14

12

10

Personal Savings Rate
[3-month moving average (Personal Savings/DPI)]

00 Ol

AAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAAA

M Recession
mm Savings Rate (LHS)
+ 6% Long Run Savings Rate

20

18

16

Short Run: Boost spending and economy

Long Run: Increase financial stress in recession
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Why low savings rate?
Inflation > wage growth
High rent inflation

T interest rates => T interest payments

4.5%
Savings
Rate

Spending COVID 19 excess savings =
Stock price up 38% over past 2 years
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Assets

Credit Union
Balance Sheet

‘ Liabilities + Capital

Cash (Reserves) Deposits

Investments

» Checking Accounts
Savings
Money Market Deposits
Certificates of Deposits

< 1 year maturity 50%
1-3 year maturity 19%
> 3-year maturity 31%



Investments Are Low but Yields Are Rising

CU Surplus Funds

(Cash + Investments)
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Credit Union
Balance Sheet

Assets ‘ Liabilities + Capital
Cash (Reserves) Deposits

» Checking Accounts

» Savings

* Money Market Deposits
 Certificates of Deposits

Investments

« <1 vyear maturity
e 1-3-year maturity

* > 3-year maturity

Loans
Commercial
Auto
Home
Credit Card
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Slow Credit Union Loan Growth

Credit Union Loan Growth

(Annual Percent Growth)
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Credit Union

Balance Sheet | ———— _
Assets ‘ Liabilities + Capital
Cash (Reserves) Deposits

. » Checking Accounts
Fixed Assets . Savings
« Land

. * Money Market Deposits
) Bun_dlng  Certificates of Deposits
* Equipment

Investments Borrowings
. » Federal Home Loan Bank
* < 1year maturity » Corporate Line of Credit

e 1-3-year matur_lty e Fed Funds Purchased
> 3-year maturity Bank Term Funding Program

Loans Equity (Net Capital)

« Commercial 1. Undivided Earnings

* Auto 2. Regular Reserves

* Home 3. Gains (losses) on Available
» Credit Card For Sale (AFS) Securities

Allowance for Loan Loss
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Allowance for Loan Losses
(Percent of loans)

COVID Pandemic

\

Current Expected
Credit Loss Model
CECL

\

1.27%




“Non progredi est regredi”

To not go forward is to go backward

If you’re not growing, you’re dying
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Assets

Cash (Reserves)

Fixed Assets

« Land
« Building
« Equipment

Investments
« <1 vyear maturity

* > 3-year maturity

Loans
 Commercial
% AUto

Home
* Credit Card

Credit Union
Balance Sheet

» Savings

* Money Market Deposits
 Certificates of Deposits

Borrow

Liabilities

Deposits

» Checking Accounts

INgs

* Federal Home Loan Bank

Undivided Earnings

Regula

I Reserves

) » Corporate Line of Credit
* 1-3-year maturity » Fed Funds Purchased
Bank Term Funding Program

Equity (Net Capital)

. Gains (losses) on Available
For Sale (AFS) Securities

I Allowance for Loan Loss |




Basis Points

Credit Union Net Income

(Percent of Average Assets)
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Economic Update Summary For 2026

SN i

Below trend economic growth in 2026, (1.5%)

Inflation remaining above target during the next 2 years
Unemployment rate rising to natural rate of 4.5% in 2026

Short-term interest rates falling 75 basis points in 2025 and 50 bp in 2026
Credit union loan growth below trend in 2026, (5%)

Credit Union Return on Assets expected to rise to 0.85% in 2026
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October 2025

Economic Forecast

Annual
Past results Quarterly Actual/Forecasts Forecasts
Previous
10 Yr. 2025 2025 2025 2025

Avg 2024 01 Q2 Q3 Q4 2025 2026
Growth rates:
Economic Growth (% chg GDP)* 2.5% 2.8% -0.6% 3.8% 3.0% 1.0% 1.8% 1.5%
Inflation (CPI, 12 mth % chg) 3.0% 2.9% 2.4% 2.7% 2.9% 3.1% 3.1% 3.0%
Unemployment Rate (BLS) 4.3% 4.1% 4.2% 4.1% 4.3% 4.5% 4.5% 4.5%

Federal Funds Rate (effective)

10-Year Treasury Rate

10-Year-Fed Funds Spread

2.00% 4.33%
2.65% 4.58%

0.65% 0.25%

4.33% 4.33% 4.00% 3.6%
4.23% 4.24% 4.16% 4.1%

-0.10% -0.09% 0.07% 0.50%

3.6% 3.1%

4.1% 3.9%

0.50% 0.8%

*Percent change, annualized rate for quarterly and Q4-to-Q4 change for annual

. All other numbers are end-of-period values.

© America’s Credit Unions 2024



Credit Union Forecast

October 2025

Annual
Past Results Quarterly Actual/Forecasts Forecasts
10 Yr 2025 2025 2025 2025
Average 2024 01 Q2 Q3 Q4 2025 2026
Growth rates:
Savings growth 7.3% 4.1% 3.3% 0.2% 0.2% 1.4% 5.0% 6.0%
Loan growth 8.9% 2.6% 0.6% 1.8% 1.4% 0.7% 4.5% 5.0%
Asset growth 7.4% 2.3% 2.6% 0.6% 0.8% 1.0% 5.0% 5.5%
Membership growth 3.6% 2.2% 0.8% 0.5% 0.5% 0.2% 2.0% 2.0%
Liquidity:
Loan-to-share ratio** 80.1% 83.9% 81.8% 83.1% 84.1% 83.4% 83.4% 82.7%
Asset quality:
Delinquency rate** 0.75% 0.98% 0.80% 0.90% 0.92% 0.95% 0.95% 1.0%
Net charge-off rate* 0.52% 0.80% 0.82% 0.78% 0.75% 0.80% 0.80% 0.80%
Earnings:
Return on average assets (ROA)* 0.75% 0.61% 0.67% 0.73% 0.70% 0.60% 0.70% 0.75%
Capital adequacy:
Net worth ratio** 10.8% 11.1% 11.0% 11.1% 11.2% 11.3% 11.3% 11.4%

*Quarterly data, annualized. **End of period ratio. Net worth forecast does not account for CECL Provision © America's Credit Unions 2024



	Instructional Pages
	Slide 1: Economic &  Credit Union  Update
	Slide 2
	Slide 3
	Slide 4
	Slide 5
	Slide 6
	Slide 7: Economic Growth Below Natural Growth Rate
	Slide 8: Economic Growth Below Natural Growth Rate
	Slide 9
	Slide 10
	Slide 11
	Slide 12: Inflation Above 2% Target
	Slide 13
	Slide 14
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19
	Slide 20
	Slide 21
	Slide 22
	Slide 23
	Slide 24
	Slide 25
	Slide 26: Economic Forecast October 2025
	Slide 27: Credit Union Forecast October 2025


