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An Unexpected Credit Union
Champion
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We Can'’t Do It
Without Youl!
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When Thinking On the Future.. ..

“We always overestimate the change that
will occur in the next two years, and
underestimate the change that will occur in
the next ten. Don't let yourself be lulled
into inaction.”

- Bill Gates, Microsoft Guy
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Collaborative Consumption
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SHARING ECONOMY SECTOR AND TRADITIONAL RENTAL SECTOR

PROJECTED REVENUE GROWTH

Peer-lo-peerlanding
and aowdfunding

§158 §2408

(nline staffing

Pear-to-peer
acommodation

§5% 13558

(arsharing
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Musicand
video streaming
Sharing economy sectors [l Traditional rental sectors

Equipment rental

=

B&B and hostals

Bouk rental

(arrental
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DVD rental
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“Showrooming”
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Fewer In-Branch Transactions
Average monthly branch transaction volume (in
0 thousands)
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Digital Channels are Creeping Up
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But the Branch is Not Dead
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If You Build It They Will Come
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What is “Engagement” ?
. The emotional connection between
your customers and your F| (Filene)
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EventBrite: Changing
Concert Experiences
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2020 Tokyo Olympic Games
|
+Payment for
0 goods and
iy services :>
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W for tax
exemption Collect usage
Register users' +Substitute for | information and
fingerprints and other presenting utilize big data t
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Big Data Challenge
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Google Home is Always “On”

Google Home

google.com/home
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CogniToys
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Big Data Makes Life Better:
Beam Brush
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Crowdfunding: The Big Five

«Contribution: no expectation it — charity donation

Reward: nonfinancial reward b ution level — Tshirt or

coffee mug

*Pre-purchase: product or servic iegogo
*Equity: ownership sta
*Peer-to-Peer Lending: funders ive ast partial repayment

it Union

N tion




Individual select a fundee to support. Dollar amount
usually has to exceed a threshold of the fundee’s “ask.”
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Funder3 |

(rowdfunding platform

Crowdfunding platform provides the “marketplace”
for fundees and arranges the financing.

NAFCU
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Getting Started:

Uncover Members’ Social Priorities

INTEGRATING CROWDFUNDING INTO COMMUNITY GIVING AND CORPORATE

SOCIAL RESPONSIBILITY (CSR)

Mermber1

=
Member3 / T

Contribution, reward, or prepurchase platforms could allow members
1o directly allocate cradit union community development funding

Member1 v

o “_““““_“.:_:- : d
Members T
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Virtual Reality Appetite

Figura 4: Consumears who think using virtual reslity senvices would be a good idea
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Samsung: Be Fearless

FEAR
IS TO BE

CONQUERED
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As many as The global It’s anticipated
value of that consumers will
: mobile and drive the provision
i wearable of rewards that
maturg marlfats contactless meet their lifestyle
could be using payments needs and which
:vr:':::::‘ii:; could exceed can be delivered
£ $95 billion seamles_sly in
payments in this year LA
2018
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Wearables? What about Internables?

Figure 6: Consumers who would use internal sensors to sugment senses and capabilities
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Gamification Improves Results
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Things You Can Do Tomorrow
Continue to Watch the Top Trends

— Values Banking —Crowdfunding

— Collaborative Consumption —Virtual Reality
. —Gamification
— Big Data

What do your members care about most?

Marry the trends and member needs. Work to identify:
— Top opportunity

— Top threat

— How will your credit union respond?




Let’'s Talk Credit Unions in 2025
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Credit Unions in 2025
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Credit Union Forecast 2025
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Five Key Themes
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1. Consolidation
1990 1995 2000 2005 2010 2015
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Consolidation

CUs -44% Assets +160%
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2. Regulation in 2025 .(

—  Whither NCUA?

— Taxation

— Rising Leadership Standards

— Shared Branching integration

— Credit Union consolidation continues Q
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3. Lending in 2025

e

OWNED SHARED
AUTONOMY AUTONOMY
High tech, Autonomous, PODS
individually operated Google, Apple,
Tesla, Mobileye Uber 2.0

Asset Shared

Asset Owned

TODAY SHARED
100 yr. old model ECONOMY
Original equipment Low tech, shared assets

manufacturers,
suppliers, rentals

Uber, Lyft, Sidecar
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Disintermediation — A Big.Darn.Deal
$4.68

BILLIONS OF BANKING PROFITS

BRI  GOLDMAN SACHS ESTIMATES
§11BILLION OF BANKING PROFIT

COULD SHIFT TO NON-BANKS
$2.1B
$1.68
$0.9I! susﬂ SDJB
.
I
Unsecured Mortgage Small Leveraged CRE Student Mortgage
personal orientation business lending servicing
lending loans
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Disintermediation — A Big.Darn.Deal

p p ea) .
v % SoF
iLendingClub abbage 22

— Consumer Lending: Loan issuances up by $1.5B in 5 years
— Student Lending: Loans outstanding have grown 70% since 2008

— Small Business Lending: Better approval rates than banks or credit
unions
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Student Loans

98% of those making six figures

and higher say their degree s
has paid off, and even 63%

of those making under

$50,000 agree

643,00 9.6% e QO

of all credit unions, have s
in all student lending % ﬁ Filengv.

offered student loans
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Payday Loans

S
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12 MILLION S520

PAID IN
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Payday Loans:
What Options are Available?

Reason for first loan Not many gOOd ones.

ALTERNATIVES IF PAYDAY LOANS WERE UNAVAILABLE

Reguiar Cutbackon expenses | :

, expenses®
Feurig v e it [
Borrow from famity/friends [ 57
Rentimortoage Sellfpawn personal possessions [ 57
5% Food
Unexpected Getloan from bank/credit union Y : 5
mergen
prirr?seewl Useacredit card [ :7
Something specal Borrow from employer [N 17%
7 other .
2%  Dontkoow Filene
Research
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Algorthmic Banking

The Digital Lending Platform for
short-term credit and small-dollar loans

Tools for financial institutions to help customers of modest means borrow, spend, save, and plan their financial
futures.
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4. Financial Technology in 2025

THE

FASTEST-GROWING CHANNEL IN BANK HISTORY

How would you like your services to be delivered?

Telephone banking
18%

Digitally
58% Face-to-face

1%
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CGl, “Understanding Financial Consumers In the Digital Era,” 2014,
www.cgi.com/sites/default/files/pdf/br_fs_consumersurveyreport_final_july_2014.pdf
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FinTech: The Great Unbundling
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Trov: On-Demand Property Insurance
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Douugh (yes, that’s the spelling)
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— Uses Al o =

$1,466.66

— "Financial Control Center of the
Future”

— More automated than Mint or
Moven
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KEY STATISTICAL INDICATORS FOR THE WORLD'S INTERNET, MOBILE, AND SOCIAL MEDIA USERS

TOTAL INTERNET ACTIVE SOCIAL UNIQUE ACTIVE MOBILE
POPULATION USERS MEDIA USERS MOBILE USERS SOCIAL USERS

wee® o

7.593 4.021 3.196 5.135 2.958

BILLION BILLION BILLION BILLION BILLION

URBANISATION: PENETRATION: PENETRATION: PENETRATION: PENETRATION:

55% 53% 42% 68% 39%

r&) . ) we
*°| Hootsuite are. 4




Smartphone Ownership

>$30,000/yr $30,000-$49,000 $50,000-$74,999  $75,000 or more

Filene
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NAFCU http://www.pewinternet.org/fact-sheet/mobile/ I n StltUte

Smartphone Dependency

— 21% of Americans with an annual household income of
less than $30,000 per year are smartphone-dependent.

— Only 5% of Americans from households earning more
than $75,000 per year rely on their smartphones

— 17% of Americans age 18-29 are smartphone dependent
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ATM

RECEIPT
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ATM Consumer Usage: 2015-17
Zero visits
1% e
8%
1
21%
Monthly
32%
Filene
Source: ATM Marketplace, “ATM Future Trends 2015”, Research

NAFCU and “ATM Future Trends 2017” lnstitute




ATM Industry Predictions

Other
3%

Not yet in its prime
50%
Filene
Source: ATM Marketplace, “ATM Future Trends 2015”, Resear’c h
and “ATM Future Trends 2017” .
NAFCU Institute
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5. Payments in 2025
6% 6% L
At least daily + At least weekly
+3% +2% 1% +10% +2% +1% 0% -3% -6% -12%
Popmoney®/ Wire Money Digital Prepaid/ PayPal Check Credit Debit Cash .
ClearXchange Transfer/ Order/ Currency Gift Card Card Card F|le|‘|e
Western Certified
Union Check Research
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Why Will Cash Use Decline?

— Changing consumer tastes
— Regulatory policy
— Technology improvements

— Cryptocurrencies
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Globally, a Two-Speed System
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In the US, Value vs. Volume

Avg S value/transaction @ # payments/month
. 2303
® 141 $294 i
® 124 $249
$18
® 83
$57
$44 557 ® 3.4 =
$22 ® 23 ® 2.1 ® 2.0 $29
®.1.2
Cash Debit Credit Check* OBBP BANP Other Prepaid
electronic .
Filene
Source: 2016 Diary of Consumer Payment Choice, Table 1a. Note: *Check includes money order and traveler’s check. OBBP: Online R h
banking bill pay. BANP: Bank account number payment. €s _ea rc
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A Tweet on Payment Preferences

ar, but there is
e number and
ange over time

The economics ¢
little data about
value of consu
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: The Rise of Blockcha
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Blockchain Defined
. . .a cryptographically assured database in a cloud (or
p2p network) that maintains a continuously-growing list
of records called blocks, secured from tampering and
revision.
I = Block 1 Block 2 Block 3
LEEEL Header Header Header
\_\—. \
: ; 4 —
Hash Of Previous Hash Of Previous Hash Of Previous
Block Header Block Header Block Header
Merkle Root Merkle Root Merkle Root
t t ¥ .
i s Rescarch
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Blockchain in English

— A shared database filled with entries that have to be
confirmed and encrypted
- A secure Google document
- We append one row at a time with new transactions
- As each row is added, the previous row cannot be edited

— “Blocks” = data that is added to each transaction record

Each block is added using a cryptographic signature called a
hash
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Block Chain Benefits

— Secure: each block is slightly different than the one
before

— Inexpensive: $400 vs. $12.50

— Efficient: less human intervention, cross-border support
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The Road Ahead for Cash

« Smartphones will continue to be king
 Measure cash volume vs. value over time

« Compare ATM technology costs with N
member utilization Filene

Research

NAFCU Institute




Path Forward

RIGHT RIGHT
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Recommendations

— Continue to monitor shifts in auto ownership

— Determine how you can address member lending needs
- Student Loans, Payday Loan Alternatives

— Discuss how your credit union is embracing (or not!) digital in
a way that makes sense for you and your members?

— Consider framing your payments strategy based upon
member preferences.
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Erin Coleman, Senior Impact-Digector
Filene Research Institute :
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@erinc_filene
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