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hy do members leave?

...because they can and they
choose to..

...sometimes we drive them away




o Competition
* Experiences

o Life Styles of Members and
Employees

e |deas and Solutions
e Conclusion and Questions




Competition!

Who do Credit Unions compete
with?







































What do they have...?

e Financing
e Savings
e L oans

Value Proposition
“Service to our customers”



The Question

What is your credit union’s
value proposition ?
or

What Is your credit union’s
strategic position ?

or

What is your credit union’
strategy for creating
differentiated value ?



Emerging Trends

« Members needs are changing

— Members want a combination of
channels

— The channel use will depend on the
loan type and the steps in the loan
process

— The channel is becoming as important
as the product

Members want the ability to create their own unigyperience. The
experience will determine the type of relationshimember has with
their credit union.




Emerging Trends

Members want the abllity to create their own unique
experience. The experience will determine the typsf
relationship 'a member has with
their credit union.




Who are your members?

Does age make a difference?



“Boom” This?

e What's the mix;:

Traditionalist 59 Years + 24%
Boomers 35 - 58 Years 28%
Generation “X” 23-34 Years 16%
Generation “Y” 0-22 Years 32%

The delivery channel is becoming as important as the product
itself!



“Boom” This?

e What's the mix;:

Traditionalist 59 Years + 24%
Boomers 35 - 58 Years 28%
Generation “X” 23-34 Years 16%
Generation “Y” 0-22 Years 32%

0-34 Years equal 48%

The delivery channel is becoming as important as the product
itself!



“Boom” This?

e Who is Generation “Y”?

0-22 years of age

70 million people

Massive in size

Not big readers of papers and magazines
Mouse in one hand, bottle in the other
Computer active

Computer literate

The deliver channel is becoming as important as the
product itself!



Loan
Event




Loan Event
(Credit Union)

Application
Evaluation
Closing



Loan Event
(Member)

Need for money

Application

Will | be approved?

Prove information (W-2, paycheck)

“Approval” |

Closing Paperwork
Signatures

Check/Money




Staff looks up name/phone i
FSBA and looks on system t

see if a plan exists

Branch staff let member
know application is being
reviewed and should have
an answer in 5 hours for

Staff
contacts
Lending

Specialist
to let them
know info
has been
added

consumer, 48 hours for HE

¥

Lending Specialist
reviews application

—

Loan goes to
Lending
Specialist

Staff enters application
onto system

Denied

No

Is application

Yes

Is all

Yes

Is application

necessary
information
available?

Lending Specialist

contacts staff to reques

additional info or
clarification

v

Staff call back member
to request info

Staff captures necessa
information and puts it
on system

credit
approved?

Yes

Cana
counteroffer
be made?

Adverse
action

auto credit
approved?

|\

Adverse
action

No

Are loan
details
final?

Yes

As member what branch

he/she would like to close

at, Branch staff reviews
loan details/offer with

member

Staff prints out neede
documents for
members to sign

!

Staff prints off disbursemenf ..

receipt to review loan detalil
with member

Have member
sign OE plan
if needed
(consumer)

{

Let member know theyI
can call in and
complete loan over the
phone when they are
ready

y

Staff faxes signhed docs
to self to get signed
docs into system

*

Staff submits loan to
workflow “2 or 3 times” to
accept funding and move loa
to fulfillment




Members are different

A Qua
B Qua
C Qua
D Qua

ity Mem
ity Mem
ity Mem

ity Mem

ner 15 Minutes

per 15 - 30 Minutes
oer 2 hours to a day
per Just want to hear




Loan Portfolio Study

Case Study

Lost opportunity



Year one Total Vehicle Loans
(loans approved - Not Closed)

Number of Number of Vehicle Number of Vehicle Total Dollars of Average Dollar

Vehicle Loans loans Approved, Loans Approved, Vehicle Loansthat amount of Vehicle

Branches Approved that Closed That did not close did not close Loans not closed
1st Branch 741 550 191 $2,727,176.15 $14,278.41
2nd Branch 496 396 100 $1,366,341.66 $13,663.42
3rd Branch 3060 1879 1181 $19,549,402.09 $16,553.26
4th Branch 536 402 134 $1,927,529.98 $14,384.55
5th Branch 773 614 159 $2,460,844.09 $15,477.01
6th Branch 0 0 0 $0.00 $0.00
7th Branch 619 485 134 $2,120,959.17 $15,828.05

Totals 6225 4326 1899 $30,152,253.14 $15,877.96




Year two Total Vehicle Loans
(loans approved - Not Closed)

Number of Number of Vehicle Number of Vehicle Total Dollars of Average Dollar

Vehicle Loans loans Approved, Loans Approved, Vehicle Loans that amount of Vehicle

Branches Approved that Closed That did not close did not close Loans not closed

1st Branch 585 387 198 $3,112,352.64 $15,718.95
2nd Branch 551 381 170 $3,074,758.67 $18,086.82
3rd Branch 2435 1372 1063 $17,733,783.27 $16,682.77
4th Branch 451 301 150 $2,180,380.65 $14,535.87
5th Branch 582 408 174 $2,541,845.20 $14,608.31
6th Branch 21 12 9 $176,323.20 $19,591.47
7th Branch 644 377 267 $4,404,921.79 $16,497.83
Totals 5269 3238 2031 $33,224,365.42 $16,358.62




It's Ultimately about the
Member’s Experience



Redefine the Loan

Event

Treat members differently

— A and B members expect A & B
Services

— C and D members want C & D Services
Underwrite the member on ability
Don’t make the loan to the Collateral
Insure the Loan



Sales Culture

Loan Officers vs. Member Service
Representative
— Credit Union Products

Open End Lending Forms
— Convenient for the member
Loan Package vs Loan Amount

— Monthly pay that is budgeted

Convenience for who?
— Member or Credit Union




Lost Opportunities

Payoff Request

Out Bound Call
Center

Credit Union
Product Cross
Sale

Approved Loans
not closed




Payoff Request
(Case Study)

New Purchase  New Loan = $37,500
Existing Loan * Lost Interest = $6,568
Balance on existing e Lost Fee Income
Loan — CD =$183

CD/CL on existing — CL = $430

Plan

e Total Income to CU
Multiple relationships _ $7.181

w/Credit Union



Suggestions

“Ideas and Solutions”



ldentify Good
Employees

Knowledgeable
Hardworking
Salesperson (cross

Sales)

Courteous
Kind

Clear
Honest
Dependable



Speed by Efficiency

Management needs to be involved

Understand the loan event

— If you were the member would you go through
your loan event?

Members expect to be treated with
respect

Evaluate your employees by how they
treat your members

Query your members on how they want to
be treated.



Opportunities for
sSuccess

e Trust your members
— Pay stubs (do you need them and when)
— Picture/lnspection of collateral
— Written explanation of Credit
— Picture IDs
(if you need these — get them after)

e Treat Members differently
— A & B members immediately
— C & D members can/will wait



Opportunities for
sSuccess

Experience the loan event
Understand your portfolio

Understand your staff - Take charge of
your employees

Review your policies and procedures
Automate

Risk Base Lending

Relationship based Lending



The odds of keeping

Members

If members have Checking only
If members have Saving only

If members have checking and
Savings

If members have Checking
Savings and a Loan

If members have Four products

*Research from Constance Anderson and

Associates

One to one
Two to one
Ten to one

20 to one

100 to one



Opportunities for

Success '/

 Primary Financial Institution

— Earn the right to be PFI

— Maintain the right to be PFlI

— Members want you to inform them
— Educate your members

e Outbound Call Center (Person)
* Pro-Active Sales Culture




10 Practices of Exceptional

Service
Eliminate Irritants 6. Have Fun
Perform As /. Recover
Promised Remarkably
Manage the 8. Involve Everyone in
Member’'s Improvement
experience 9. Make Teamwork
Make Members work
insiders 10. Do Everything Better

Create Ownership

Mark Sanborn: Sanborn and Associates

http://www.marksanborn.com/



Broader Issues
Channel Integration

* Leverage the member event
— Determine your integration
— Combine channels to member’s convenience
— Pay attention to detall

— Efficiency and speed but don’t sacrifice
member service



Strengths to build

 Ability to be flexible
» Member-centric

# . Integration of
' channels

e Trust
 Open-end lending

e Strong relationships
with members



Things to ponder???

e First impressions are lasting
Impressions

 What are you (as the credit union)
doing to make it easy for the member
to continue the relationship?

 \What are you (as the credit union)
doing to make it easy for the member
to end the relationship?



Questions?

1,

o

 What questions ‘/

can | answer?




