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Disclosures

Investment advisory services offered through Accolade Investment Advisory,
LLC, a registered investment adviser.

The views expressed are those of the authors and may not represent the
view of Accolade Investment Advisory, LLC. This material represents and
assessment of the market and economic environment at a specific point in
time and is not intended to be a forecast of future events or guaranteed
future results. Forward-looking statements are subject to certain risks and
uncertainties. Actual results, performance, or achievements may differ
materially from those expressed or implied. Information is based on data
gathered from what we believe are reliable sources. Past performance is not

a guarantee of future results. This presentation is intended for institutional
investors and not intended for use by retail investors.



Balance Sheet Themes

81.5% 57.7%

Loan-to-Share Ratio Real Estate % of Total Loans
10yr avg: 79.9% near-record concentration

» Share growth (+5.1%) outpacing loan growth
(4.6%) — deposit liquidity is building
« Money Market up +8.7% YoY; Certificates +6.4% — members
chasing yield

 Loan-to-share at 81.5% — above the 10yr average,
but easing from 2023 highs

* Real estate concentration at 57.7% — highest in
credit union history

» Junior lien RE growing +14.4% YoY — members extracting
home equity aggressively

« 3—5yr investment bucket growing fastest — CUs
locking in rates

« Net long-term assets [ assets at 34.5% vs. 35.2% avg —
duration risk manageable

Sources: NCUA Financial Trends in FICUs 2026 Q1 | TruStage Credit Union Trends Report, April 2026

+19.6% -2.2%

3-5yr Investment Growth YoY New Auto Loan Growth YoY

CUs extending duration credit demand still weak

1st Mortgage Structure Mix (2026 Q1)

ARM and Balloon/Hybrid structures growing

Balloon/Hybrid Fixed 62.4%
26.2%

Investment Growth by Maturity Bucket — YoY (2026 Q1)

+3.5% +0.1% +19.6% +6.8% -3.0%

<1lyr 1-3yr 3-5yr 5-10yr 10yr+

Loan Portfolio Mix (% of total loans, 2026 Q1)

57.7% 27.7% 9.1% 5.5%

Real Estate Vehicles Unsecured Other



Income Statement Themes

3.4% 0.8% +0.6% 1.7%

Net Interest Margin Return on Avg Assets NCO Growth YoY Cost of Funds
highest in a decade up from 0.6% in 2024 vs +87% in 2024 — plateauing declining from ~2% peak

NIM at 3.4% — highest level since the pre-ZIRP era; many
CUs will post record income

* NIM (3.4%) now exceeds NIE (3.1%) — operating leverage positive for
first time in years Yield on Loans

Yield vs. Cost of Funds — Key Spreads (2026 Q1)

ROA recovered to 0.8% — up from cycle low of 0.6% in

2024 Yield on Investments _ 3.5%

« Charge-off surge is plateauing: NCO growth just +0.6%

YoY vs. +87% in 2024 Cost of Funds - 1.7%

* Gross charge-offs still $16.1B rolling 4Q — elevated in dollars, just not

accelerating
i i Net Interest Margi 3.4%
« Fee income compressing: 1.0% of assets today vs. 1.4% S L _ 6

pre-cycle — structural headwind

« Investment income likely flat in 2026 as portfolio HOL CETITRmETE
reprices lower Year NIM NIE Provision ROA
*  S50M-S100M tier: —-0.2% ROA — overhead pressure 2022 2.9% 2.8% 0.3% 0.9%
crushing smaller CUs 2023 3.0% 2.9% 0.5% 0.7%
2024 3.1% 3.0% 0.6% 0.6%
2025 3.4% 3.1% 0.6% 0.8%

Sources: NCUA Financial Trends in FICUs 2026 Q1 | TruStage Credit Union Trends Report, April 2026 2026 Q1 3.4% 3.1% 0.5% 0.8%
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Labor Market Update
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Weak Close to 2025, But Headed Higher

Quarterly GDP Growth
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Presenter Notes
Presentation Notes
The economy’s uneven performance the past couple quarters was a result of some different drivers. The weak fourth quarter was almost entirely attributable to the government shutdown in addition to weaker exports.  The slight rebound in the first quarter was a resumption of federal spending in addition to business investment as the AI/data center economy began to take off.  The first quarter’s slow growth was paired with a surge in inflation as we’ll address in more detail later, but it left the economy in a very uncertain position.  Looking forward, some additional recovery is expected this quarter building on the strength of the first quarter.  The reversal of the first quarter’s import surge will be the predominant drive of the continued rebound while business investment is very strong, both owing to tax cut legislation signed earlier in the year as well as the continued AI/data center buildout.


Personal Consumption Is Long-Term GDP Driver
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* Slower GDP growth lead
by consumption pullback

* Real wage growth turned
negative as inflation
outpacing wage growth


Presenter Notes
Presentation Notes
The largest component of GDP is consumer spending and measures here have been weak for the majority of the past two quarters.  Real consumer spending grew just 1.4% in the first quarter, driven primarily by higher-income households' demand for services, while durable and nondurable goods spending grew only marginally. And residential investment fell for the fifth consecutive quarter, down 6.3% annualized, with high interest rates continuing to suppress the housing sector.  Increasingly it appears the that US economy has three main pillars for growth the remainder of the year: affluent consumers, AI-driven investment, and asset price appreciation


Labor Market Recovery

Monthly Payroll Growth Vs. Median Forecast ADP Private Payrolls
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Presenter Notes
Presentation Notes
Shifting in the labor market picture, it has been a surprising positive for the economy this year with robust job creation in the private sector after a weak 2025.  Three consecutive months of >150k job gains has taken the labor market off the list of policymakers’ concerns.  The job gains haven’t given consumers a significant amount of confidence to start switching jobs as the quits rate remains low.  


Labor Force Not Growing
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Presenter Notes
Presentation Notes
The size of the jobs gains has been even more remarkable considering whats going on with the overall labor force picture.  The labor force has actually shrunk over the past year as heightened immigration enforcement has combined with an aging workforce and lower overall labor force participation.  The combination of moderate job growth and a stable (or smaller) labor force has been the primary factor keep the unemployment rate low, but is a concern for longer-term economic growth.  AI-driven increases in labor productivity will support reasonable growth numbers, but a larger workforce is necessary to reduce the fiscal strain to government programs as well as get the economy closer to historical levels of potential growth.


Where are the workers??

Participation: Prime Working Age vs. 55+

Labor Force Participation - Overall
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Presenter Notes
Presentation Notes
As we’ve discussed previously, a significant challenge to the US labor market are the demographic changes currently underway.  In addition to an aging population, there has also been a change the percentage of those Americans over the age of 55 who choose to participate in the labor market.  The COVID pandemic exacerbated this trend as those workers increasingly left the workforce and now participate at the lowest level in over 20 years.  The good news is that those considered prime working age are increasingly participating in the labor market as prime age women’s participation hit an all-time record in March.  However, those gains aren’t enough to keep the labor market afloat, increasingly making immigration a more important factor in the composition of the labor market.


Labor Market Summary

Jobs market has stabilized following the weakness that
ended 2025

Job growth paired with lower wages

Enough job growth to keep unemployment rate stable;
remove the labor market from the list of FOMC
concerns

Lack of Immigration has been key driver of steady
unemployment rate



State of the Consumer

Impact of Inflation
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Consumer Discontent

Consumer Confidence (Univ of Mich)
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Presenter Notes
Presentation Notes
Despite the relatively robust labor market, Americans have been registering near-record levels of angst.  Its important to understand where this sentiment is coming from and how it will impact savings behavior and loan demand going forward.  According to consumer confidence surveys, two thirds of respondents indicate plans to cut back spending, specifically on big ticket retail items.


Inflation Remains Above Target

Fed's Preferred Measure of Inflation
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Presenter Notes
Presentation Notes
The biggest source of concern for most Americans has been inflation.  We’ll touch on inflation measures a bit more when we talk about policy, but for now, we’ll focus on the two major measures of domestic inflation.  Whether looking at the Fed’s preferred PCE measure or the more commonly used CPI measure, its clear that prices are rising and have remained above the Fed’s 2% goal for over five years.  This represents a significant concern for policymakers.  It also is a burden for American consumers.  Expectations for higher inflation were widespread heading into the year due to tariff increases – and those expectations have been largely realized with core goods inflation running well above its pre-pandemic average.  


Energy Price Spike

Oil and Gas Prices
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Presenter Notes
Presentation Notes
But of course, the unexpected jump in energy costs due to the Iran conflict has overwhelmed those concerns and led to a spike in prices.  Fortunately, energy prices are beginning to come back down to pre-war levels, but the recovery won’t be immediate.  


Wholesale Prices
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Presenter Notes
Presentation Notes
The increase in wholesale prices has been even more acute than the increase in consumer prices.  Currently, producers are seeing 6.8% YOY inflation and despite the retracement in energy prices, it is likely that many of these higher costs will find their way into consumer prices in coming months.


Delayed Pricing Recovery

Energy Prices: Ongoing — 8 Weeks
Airline Tickets: 3-6 Months
Trucking/Shipping 3-6 Months
Industrial Inputs: 6-12 Months

Food: 6-18 Months

Full inflationary impact has not yet been felt, but recovery
will mute YOY inflation in 2027


Presenter Notes
Presentation Notes
Food and fertilizer (6–18 months) — the most worrying lag
This is the most underappreciated slow-burn. Roughly 30% of the world's fertilizer passed through Hormuz before the war, and many farmers around the world went through spring planting seasons without the fertilizer they needed. The World Food Program expects this to have a "devastating impact" on crop yields — and consequently food prices and availability — for months to come. The price shock and fertilizer shortage during the spring planting season could reduce yields of corn in the US — the main feedstock for beef, poultry, and dairy — and potentially increase global food prices into 2027



Inflation Adjusted Wage Growth


Presenter Notes
Presentation Notes
So what has all this inflation done to consumers?  The clearest way to bring those price impacts home is to adjust employee wages by realized inflation levels to understand the real impacts on consumer pocketbooks.  The combination of slower wage growth and higher inflation has turned inflation adjusted wage growth negative in recent months.


Paying More For Less

Retail Sales - Nominal Vs Inflation Adjusted
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Presenter Notes
Presentation Notes
Another way to look at the strain consumers have felt over the past few years is to look at retail sales, both on a dollar volume as well as adjusted for inflation.  While these two measures traditionally move closely to each other, the pandemic-induced jump in inflation created a gap which has only continued to widen recently.  


Spending Outpacing Income

Personal Income Vs Personal Spending (YoY % Advance/Decline)
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Presenter Notes
Presentation Notes
A broader way of looking at the same picture is to look at YOY advance in personal income versus personal expenditures.  Throughout much of 2024 and into 2025, these advances offset each other as increases in expenditures (which were atleast partially due to inflation) were met with similarly sized advances in income.  The relationship began to break down towards the end of the year as slower wage growth and lower federal transfer payments were met with higher spending.  In recent months, the gap between these two has widened considerably with energy-induced higher expenditures being paired with negative year over year income gains.  So where have consumers come up with the funds to meet those spending needs?


Less Saving
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Presenter Notes
Presentation Notes
A natural place to find those funds is by saving less.  We’ve seen the US personal savings rate cut in half over the past year.  This trend has been reflected in lower levels of deposit growth at credit unions and we expect this trend to continue, atleast for the remainder of the year.  


More Credit Card Debt
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Presenter Notes
Presentation Notes
Another way to find these funds is to tap revolving credit lines.  Over the past two months, we’ve seen the first back to back $10 Billion increases in US consumer revolving debt in nearly three years.  However, the circumstances now are different than they were then.  With consumers feeling increasingly insecure, those tapping credit lines right now are likely doing so from a position of financial stress, raising concerns about their credit performance over the coming 6-12 months.  We’ve seen higher credit card balances at many of the credit unions we work with in recent months and encourage everyone to dig into those borrower/depositor relationships and see if other sources of credit may be a better fit for their needs.


Inflation and Consumer Summary

« Combination of tariff and energy price-induced
Inflation has lifted price levels even further above

target

 End of hostilities is a positive for energy prices, but
more widespread inflation measures will take time to

moderate

« Consumer stress likely to continue into the fall as wage
growth remains slower while prices remain high



State of the Housing
Market

Better Affordability, But Activity Remains Slow
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Housing Affordability Challenges

1st Time Homebuyer Affordability Existing Home Median Price
Median income for 25-44 yo, 10% down May 2026: $429k
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Presenter Notes
Presentation Notes
The good news in the housing market is that housing price increases have moderated of the past year or so.  However, the absolute levels of home prices still have kept home ownership out of reach for many.  First time homebuyer affordability has rebounded from its record lows, finally touching levels that are consistent with pre-2008 levels. Exactly ten years ago in May 2016, the median existing home price was 238k  With prices over 80% higher since then, homeownership has moved out of reach for many younger buyers.   Homeownership challenges aren’t isolated to young buyers, however.


Generational Challenges in Homeownership

Change in Homeownership Rates Since 1999
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Presenter Notes
Presentation Notes
Homeownership is the dominant wealth building channel for middle class Americans.  The decline in homeownership lowers lifetime asset accumulation and weakens intergenerational wealth transfers, compounding wealth inequality challenges. In wealth‑accounting terms, declining or delayed homeownership plausibly explains a large share—likely the majority—of the widening intergenerational wealth divide since the early 2000s.



Housing Market Still Slow
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Presenter Notes
Presentation Notes
Looking at more recent sales activity, total home sales have barely budged over the past 3 years.  The brief jump late in 2025 was assisted by lower mortgage rates, which have since gone away.


Fewer New Builds, Higher Inventory

Single Family Homes Under Construction

Thousands of Homes Under Construction

850

800

750

700

650

600

550

500

450

400

2019

2020

2021

2022

2023

2024

2025

2026

Inventory of Existing Homes for Sale (Millions)
2.5

1.5

0.5

0

2019 2020 2021 2022 2023 2024 2025 2026


Presenter Notes
Presentation Notes
Single family home builders have been reticent to jump into this slow market.  The number of single family homes under construction has continued to fall over the past four years as new builds are seeing competition from progressively higher levels of existing home inventories.  Of course the flip side to this is that multifamily construction has remainded relatively robust as Americans priced out of home ownership still need a place to live.  The higher levels of inventory seem to finally be contributing to a “price cure” with 


GSE Efforts to Lower Mtg Rates
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Presenter Notes
Presentation Notes
Beginning in early 2025, the Trump administration directed the GSEs to reverse course on the size of their retained portfolios and to aggressively expand MBS purchases.  The agencies have done so, adding over $100 Billion to their balance sheets over the past year in an effort to crowd out MBS buyers and push mortgage rates lower.  This has had a limited level of success, although there is some evidence that 30-year mortgage rates are slightly lower than they would be otherwise.  The GSEs have been aggressive about increasing their so-called duration gap, which is the measure of the mismatch between their longer duration assets and the shorter dated, primarily callable funding.  Some of the credit unions on this call have also seen this first-hand through their investment portfolio activity recently as the GSEs are shedding shorter-dated MBS cashflows through issuing short final maturity structured mortgage products.  The duration gap has risen to a concerning level, but the GSE’s higher capital buffers have shielded the agencies from significant concern to date.  However, this does play into our long-held view that the GSEs are less likely to go public as they are a very convenient tool for public policy as long as they are under FHFA conservatorship 


Higher Rates Impacting Refi's
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Presenter Notes
Presentation Notes
Earlier this year, we talked about the opportunity credit unions had in the mortgage refi market, but unfortunately this opportunity was short-lived as the return of mortgage rates to levels near 6.5% dis-incentivized this activity.  However, changes in the shape of the yield curve have made shorter-duration mortgage products more appealing for borrowers.  Specifically, home equity products for homeowners looking for equity extraction opportunities as well as adjustable rate, or ARM, mortgage products on the purchase front.


Housing Summary

 Return to higher rate environment nipped refi boom in
the bud and delayed recovery of housing market

« Recent declines in longer-term interest rates offer a bit
of hope for a return towards 6% rates, but highly
uncertain

 Forecast for home sales increase is pessimistic, but
stable prices should help long term

MBS spreads have tightened, partially as a result of
GSE purchase activity



Fed and Rates Outlook
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Presenter Notes
Presentation Notes
JD/Peter to share


Fed Policymakers Divided

O of 18 FOMC members wanted a rate hike at previous
meeting

All indications are that new Fed Chair Warsh will make
significant updates to Fed policymaking process

Pulling back on “forward guidance” or Fed officials’
views underpinning rate decisions


Presenter Notes
Presentation Notes
Potential YOY tariff impacts will be gone soon. Jerome Powell’s term as the chair ends in May, but his term as a governor goes to 2028.



Alternative Measures On the Rise?

Alternative Inflation Measures

Cleveland Fed Trimmed Mean PCE
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Presenter Notes
Presentation Notes
Fed chair Warsh made a significant stamp on the fomc in his first meeting, dramatically shortening the Committee’s statement and committing to review the foundations of the Fed’s policymaking and banking supervision process.  We anticipate that these efforts will take some time to come to fruition, but will result in not only a meaningfully different communication style, but potentially a focus on different measures to be used in the rate setting process.  The Chair did explicitly mention the possibility of using more real-time data, but one measure he has spoken about previously is the use of a trimmed mean inflation measure, possibly in place of the traditional PCE measure.  This type of inflation measurement removes the more volatile components from the bottom and top of all the prices received, resulting in a more stable measure of inflation.  This type of measure has proved to be more useful in times of relative price stability, but its performance when prices are changing rapidly is decidedly more mixed.  It is receiving attention now because it does not reflect any of the recent energy-driven price increases and would be less supportive of a near-term rate hike.  But given the Fed’s current focus on the PCE measurement, we feel that the Fed’s hand is nearly forced to raise rates.


Fed Vs Market Rate Outlook

Fed Funds Futures Implied Overnight Rates
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Presenter Notes
Presentation Notes
The market largely agrees with that assessment, with the next 25 bps rate cut fully priced in at the September meeting.  Rate hike odds moved sharply higher following the first FOMC meeting as the Chair’s statement focused exclusively on the Fed’s mandate to deliver price stability.  The longer-term outlook rates is more mixed as it is tied up in what specific measure the FOMC decides should be the basis for setting Fed Funds going forward.


Significant Repricing of Yields

UST Yield Curve
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Presenter Notes
Presentation Notes
The yield curve has steepened meaningfully this year, specifically in the belly of the curve as markets move to price in rate hikes versus the expectation of potential rate cuts heading into the year.  This yield curve shape is more supportive of expanding credit union margins.  The primary challenge for credit unions in this rate environment is the level of consumer unease has led to lower loan demand and a subsequent challenge in taking advantage of the opportunities the curve provides.  Additionally, those credit unions that have not been actively managing loan rates over the past few months as rates have risen may be underpricing loans and risk repeating the events of 2022-23 when credit union loan share grew, primarily because of underpricing loans.


Recession Watch

Economist Survey: Recession Probability in 12 Yield Curve Based Recession Probability
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Presenter Notes
Presentation Notes
We generally touch on recession risk at these semi-annual presentations and there’s very little to report on here.  The volatility seen in both financial and consumer marketplaces has not resulted in elevated recession risks as the labor market remains robust.  We do note that the levels of economic stress diverge between more affuent Americans and more working class households.  So the formal definition of a recession is less meaningful than understanding the specific economic pressures felt by your field of membership and how inflationary pressures the remainder of the year will impact them.


Going Forward

 Further economic growth in 2026 driven by strong
business investment, policy tailwinds

« Opportunities in home equity lending and
business/commercial

* Lower visibility into Fed rate path going forward —
could introduce rate volatility

« Muted consumer lending growth expected overall —
keep an eye of borrower credit/stress profiles



Strategy
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Longer-Term Rate Outlook (Revisited)

Formula for 10yr Tsy
Expected Inflation +
Avg Growth Rate +
Term or Risk Premia =
10yr Treasury Yield

EX)
2.0% +2.4% + 0.1% = 4.4%

 Uncertainty around US
fiscal picture Is supporting
long term rates
«  With sticky 10yr rate, that’s
propping up mortgage rates
Without a recession, we don'’t

anticipate lower mortgage
rates

 Any concerns about Federal
Reserve independence likely
props up longer-term rates



30yr Mortgage v. 10yr Tsy
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Deposit Strategy

* Deposit “costs” can range
from 5bps to 100bps

1 Month 3.65% » Varies based upon digital v.
branch, retention v. new

3 Months 3.73% . .
money, marketing, operations
6 Months 3.86%
* |f we assume 50bps:
1 vear 4.03%  Breakeven 6mo rate ~ 3.3%
2 Years 4.06%  Breakeven 1yr rate ~ 3.5%
Source: US Overnight Index Swaps. 6/24/2026 ¢ The “CD Sp@Claln rate

should be under 4%



Loans: Favor Repriceable Assets, Caution on Long Fixed

What we like:

« ARMs, HELOCs & floating
member business loans

 Asset-sensitive — stay higher if the
Fed holds

* Deeper member-engagement
loans

« Nonconforming mortgages, MBL,
relationship credit

» Used autos at the “right” rates

e Re-“memberize” the '22 indirect auto
rolls

« New-auto competition will be tough

Proceed with caution:

* Long-duration fixed-rate
lending

 Locks in yield below where rates may
stay; watch extension risk

e Don't bank on a refi wave

* 10yT ~4.4% and mortgages track it —
don’t staff or market to it

 Moving down the credit
spectrum

» K-shaped low end squeezed by sticky
inflation — less saving, more card

debt



lnvestment Ideas

Investment focus has changed over last 6 months — less risk of a lower rate environment
Focus shifting towards management of potential extension risk

What products provide reasonable yield without too much duration?
* ARM pools
* Mandatory redemption CMOs to limit extension risk
Callable products with par price, frequent calls, short lockouts remain ugly, but some
discounted options outperform CD offers
Leverage for well-capitalized CUs with below average LTS

* Float-to-float strategies have captured current yield spreads between 50 and 100bps
lately



Action ltems

 Be disciplined on your target cash-to-assets
« Opportunity cost of cash is real with upward sloping curve

« Determine whether you need to be rate competitive
on member CD rollovers

 Understand which loan types and members are driving
profitability

o “Where the math and the mission meet.”

e Stay on top of credit trends, its lumpy



Questions?

Thank you for tuning in and your partnership!

Select Upcoming Events

Late Summer:
August 27th:
September 29-30t:
October 7-9t;
October 20th-21st:

CECL Validations Webinar

Accolade Education Day in Jackson, MS

Tennessee League Convention
Ohio Mid-Size CU CEO Roundtable
TN/MS Small CU Forum

ACCOLADE
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