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Important Information:

All charts / graphs are shown for illustrative purposes only. Past performance does not 

guarantee any results or that any trend will continue.

Certain assumptions have been made in connection with analysis presented and changes in 

market conditions or assumptions may have had a material impact on results. There is no 

guarantee that any strategy will be successful.
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Legacy planning is a comprehensive approach that focuses on more than just 

financial assets:  encompassing values, principles, beliefs, and the impact one 

wants to make on future generations.

Legacy Planning vs. Succession Planning

Principles of an Intentional Legacy
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A teacher affects 

eternity: he can 

never tell where his 

influence stops.
-Henry Adams
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Who is a teacher?

What are we teaching?

What should we be 
teaching?
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Mission Member Margin
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Mission Member Margin
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What is your Mission?
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Mission Member Margin
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What is your Mission?

Member

Service

Educate

Improve Lives

Better rates
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Mission Member Margin
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What is your Mission?

Community

Service (volunteer)

Financial

Reinvest

To Improve lives
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Mission Member Margin
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What is your Mission?

Employees

Purpose

Culture

Growth & Advancement

To Improve Lives
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This is a Possible Galileo Moment
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What is a Member?
Owner

Affinity group

Types of members

My 2009 experience

Core

Casual

Opportunistic



Performance Trust 13

What Type of Member?
Let’s assume that the wholesale borrowing rate for CU is 
3.60%

Checking 0.25%

Savings 0.80%

Money Market: 1.75%

Super Money Market: 3.00%

FHLB Advance 3.60%

Super CD Special: 4.30%
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What Type of Member?
Let’s assume that wholesale low risk investments 

available for CU is 5.50%

Auto Loan 5.80%

Auto Loan 5.25%

Auto Loan: 4.25%

Adjustable Mortgage Loan: 5.75% (+225)

Adjustable Mortgage Loan: 5.25% (+175)

Adjustable Mortgage Loan: 4.75% (+125)
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What is Margin?

ROA

ROE
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Mission Margin Member
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Suppose $10 Billion Credit Union with $900 million (9%) equity

ROA = Net Income/Average Assets

ROE = Net Income/Equity (Net Worth)

Net Income $60 million $120 million $180 million

ROA 0.60 1.20 1.80

ROE 6.67% 13.33% 20.00%
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What Should Our Margin Be?
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Source: Maslow's 

Hierarchy of Needs
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Maslow for Credit Unions
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Fulfilling our Mission

Making our community, 

members, and 
employees’ lives 

demonstrably better
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What Should Margin Be?
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Mission

Members

Structural Advantage

Affinity

Ownership

Tax-exempt
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Margin
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If a bank is expected to earn a 1.20% ROA to cover their cost of capital, 

what ROA might a credit union expect?

C Corp (21% + 5%) = 1.62 ROA

S Corp (37% + 5%) = 2.06 ROA



Performance Trust 22

Mission Member Margin



Performance Trust 23

Let’s Quantify Our Costs
Let’s assume that the wholesale borrowing rate for CU is 
3.60%

30% Checking 0.25%

5%   Savings 0.80%

20% Money Market: 1.75%

20% Super Money Market: 3.00%

15% FHLB Advance 3.60%

10% Super CD Special: 4.30%

Cost Of Funds: 2.08%
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This is a Possible Galileo Moment
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Bank CU CU

Cost of Funds 2.49% 2.08% 2.08%

Net Overhead 2.00% 2.20% 2.20%

Cost of Operation 4.49% 4.28% 4.28%

Desired ROA 1.62% 0.60% 1.00%

Net Asset Yield Needed 6.11% 4.88% 5.28%

Member Allocated Benefit 0.00% 1.23% 0.83%

Member Allocated Benefit $0 $123 million $83 million

Member Retained Earnings $120 million $60 million $100 million

Illustrative example based on assumptions; not indicative of actual or future results.
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Bank CU CU

Desired Gross ROA 1.62% 0.60% 1.00%

Net Asset Yield Needed 6.11% 4.88% 5.28%

Member Allocated Benefit $0 $123 million $83 million

Member Gross Earnings $120 million $60 million $100 million

Community Investment $2 million $42 million

Net Member Retained Earnings $120 million $58 million $ 58 million

Net ROA 1.20 0.58 0.58

Illustrative example based on assumptions; not indicative of actual or future results.
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CU CU CU

Desired Gross ROA 0.60% 1.00% 1.20

Net Asset Yield Needed 4.88% 5.28% 5.48%

Member Allocated Benefit $123 million $83 million 63 million

Member Gross Earnings $60 million $100 million $120 million

Community Investment $2 million $42 million $62 million

Net Member Retained Earnings $58 million $ 58 million $58 million

Net ROA 0.58% 0.58% 0.58%

Illustrative example based on assumptions; not indicative of actual or future results.
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Impact & Legacy?

Margin Feeds the Mission
Members

Community

Employees
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Stewardship

The responsible management and care of something

that has been entrusted to 

you

− Protecting

− Improving

− Using resources wisely for the benefit of others and the future
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Stewardship
Mission

Member

Margin

30
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Stewardship
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− What kind of Member?

− What should be our gross margin?

• Excellence

• Member Allocated Benefit

− What should be our net margin?

• How do we invest for growth?

• How much we “distribute”?

− How can we protect while improving?
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Stewardship:  Protect While Improving
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Principles of Finance of Banking and Principles of Performance

• Comparing Unlike Cash flows

• Durable earnings across multiple interest rate and credit scenarios

• Appropriate risk pricing

• Enterprise risk

• Supplementing core with wholesale
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Your $10 billion Credit Union has surging 

deposits in 2020

Strategy A Strategy B
Agency MBS 1.52% yield AA 10 yr Taxable Muni 1.77% yield

4.30 modified duration 8.85 modified duration

+ 122 to 5-year treasury (0.30%) +97 to 10-year treasury (0.80%)

$1.0 billion invested $1.0 billion invested
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3 years later in 2023 rates have risen 

tremendously

Strategy A Strategy B
Agency MBS 1.52% yield AA 10 yr Taxable Muni 1.77% yield

4.30 modified duration 8.85 modified duration

+ 122 to 5-year treasury (0.30%) +97 to 10-year treasury (0.80%)

$1.0 billion invested $1.0 billion invested

$53,700,000 Earnings (1.79%) $53,400,000 Earnings (1.78%)

$186 million unrealized loss $161 million unrealized loss

Was this knowable in advance?
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June 1994

ABA Banking Journal

We Wrote an Article
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September 1993

ABA Banking Journal

We Wrote an Article
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• Comparing Unlike Cash Flows

− 4 Principles

• Must determine an appropriate time horizon

• Multiple Scenarios are required

• Count all cash flows

− Reinvested before horizon

− Economic value after horizon

• Compared to what?

• Certified Credit Union Investment Professional (CCUIP)

Stewardship:  Principles of Finance of Banking and Performance

37
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Your $10 billion Credit Union has surging 

deposits in 2020

Strategy A Strategy B
Agency MBS 1.52% yield AA 10 yr Taxable Muni 1.77% yield

4.30 modified duration 8.85 modified duration

+ 122 to 5-year treasury (0.30%) +97 to 10-year treasury (0.80%)

$1.0 billion invested $1.0 billion invested

Pre-purchase Analysis? Pre-purchase Analysis?
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Strategy A MBS 1.52% (4.30 modified duration) $1 Billion

39

Down 300 Down 150 UNCH Up 150 Up 300

Y1 $9.80M $14.40M $15.20M $15.50M $15.90M

Y2 $4.30M $10.10M $15.20M $17.10M $18.30M

Y3 $4.00M $9.40M $15.20M $17.40M $19.60M
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Strategy B Taxable Muni 1.77% (8.85 modified duration) $1 Billion
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Down 300 Down 150 UNCH Up 150 Up 300

Y1 $17.67M $17.69M $17.70M $17.70M $17.70M

Y2 $17.48M $17.64M $17.70M $17.75M $17.76M

Y3 $17.45M $17.61M $17.70M $17.79M $17.89M
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3-yr Hz: MBS 1.52% (4.30 mod) vs Muni 1.77% (8.85 mod)
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Down 300 Down 150 UNCH Up 150 Up 300

MBS $18.10M $33.90M $45.60M $50.00M $53.80M

Muni $52.60M $52.94M $53.10M $53.24M $53.35M
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This is a Possible Galileo Moment

42



Performance Trust 

3-yr Hz: MBS 1.52% (4.30 mod) vs Muni 1.77% (8.85 mod)
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Down 300 Down 150 UNCH Up 150 Up 300

MBS $18.10M $33.90M $45.60M $50.00M $53.80M

(1.52%) 0.60% 1.13% 1.52% 1.67% 1.79%

Muni $52.60M $52.94M $53.10M $53.24M $53.35M

(1.77%) 1.75% 1.76% 1.77% 1.77% 1.78%

Yield is NOT what you get!
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This is a Possible Galileo Moment
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3-yr Hz: MBS 1.52% (4.30 mod) vs Muni 1.77% (8.85 mod)
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Down 300 Down 150 UNCH Up 150 Up 300

MBS $18.10M $33.90M $45.60M $50.00M $53.80M

(1.52%) 0.60% 1.13% 1.52% 1.67% 1.79%

G/L $9.85M $8.53M $873K ($91M) ($186M)

Muni $52.60M $52.94M $53.10M $53.24M $53.35M

(1.77%) 1.75% 1.76% 1.77% 1.77% 1.78%

G/L $112M $104M $19.8M ($75M) ($161M)

Duration is NOT ALWAYS what you get!
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3-yr Hz: MBS 1.52% (4.30 mod) vs Muni 1.77% (8.85 mod)
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Down 300 Down 150 UNCH Up 150 Up 300

MBS $18.10M $33.90M $45.60M $50.00M $53.80M

(1.52%) 0.60% 1.13% 1.52% 1.67% 1.79%

G/L $9.85M $8.53M $873K ($91M) ($186M)

NET $27.95M $42.43M $46.47M ($41M) ($132M)

Muni $52.60M $52.94M $53.10M $53.24M $53.35M

(1.77%) 1.75% 1.76% 1.77% 1.77% 1.78%

G/L $112M $104M $19.8M ($75M) ($161M)

NET $164.6M $156.94M $72.9M ($21.76M) ($107M)
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3-yr Hz: MBS 1.52% (4.30 mod) vs Muni 1.77% (8.85 mod)
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Down 300 Down 150 UNCH Up 150 Up 300

MBS $18.10M $33.90M $45.60M $50.00M $53.80M

(1.52%) 0.60% 1.13% 1.52% 1.67% 1.79%

G/L $9.85M $8.53M $873K ($91M) ($186M)

NET $27.95M $42.43M $46.47M ($41M) ($132M)

TR 0.64% 1.40% 1.52% (1.41%) (4.70%)

Muni $52.60M $52.94M $53.10M $53.24M $53.35M

(1.77%) 1.75% 1.76% 1.77% 1.77% 1.78%

G/L $112M $104M $19.8M ($75M) ($161M)

NET $164.6M $156.9M $72.9M ($21.8M) ($107M)

TR 5.30% 5.25% 1.84% (0.74%) (3.80%)
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3-yr Hz: MBS 1.52% (4.30 mod) vs Muni 1.77% (8.85 mod)
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Down 300 Down 150 UNCH Up 150 Up 300

MBS

Yield 0.60% 1.13% 1.52% 1.67% 1.79%

G/L .985% .853% .087% (9.1%) (18.6%)

TR 0.64% 1.40% 1.52% (1.41%) (4.70%)

Muni

Yield 1.75% 1.76% 1.77% 1.77% 1.78%

G/L 11.2% 10.4% 1.98% (7.5%) (16.1%)

TR 5.30% 5.25% 1.84% (0.74%) (3.80%)
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3-yr Hz: MBS 1.52% (4.30 mod) vs Muni 1.77% (8.85 mod)
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Down 300 Down 150 UNCH Up 150 Up 300

MBS 0.64% 1.40% 1.52% (1.41%) (4.70%)

Muni 5.30% 5.25% 1.84% (0.74%) (3.80%)

Convert to a SHAPE

Apply the Laws of Math
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SHAPE:  MBS 1.52% (4.30 mod) vs Muni 1.77% (8.85 mod)
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Asset Shapes
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Net Asset Shape

52
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Liability Shapes
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Net Liability Shape
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Enterprise Shape
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Let’s Evaluate Enterprise Risk
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Optimal Use of Capital

Capital Levels

57Source: PT Score®
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Sweet 

Spot

Risk Level

Expected

Enterprise

Value

Insufficient

Risk-Taking

Optimal

Risk-Taking

Excessive

Risk-Taking

COSO Model 

Evaluating Risks with PT Score®

58Source: Committee of Sponsoring Organizations of the Treadway Commission (COSO)
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Evaluating Risks with PT Score®
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PT Score is a Strategic Risk Management 

System that helps financial institutions optimize 

performance through more effective 

management of risk and regulatory positions. 

Initially created in a regulatory setting to monitor 

banking conditions, the PT Score platform has 

evolved into a comprehensive system that 

delivers critical insights on the important risk 

and regulatory issues. 

600+
Institutions 

subscribe to PT 
Score

1600+ 
Individual users, 
including FHLB 

Banks, State 

Regulators, 
Investors, etc.

$917 B
Total Assets of 

all PT Score 

Institutions

20
Institution 
Members of 

Bank and CU 

Advisory 
Committees

Nationwide, financial 

institutions, regulators, 

institutional investors, trade 

associations, and banking 

professionals rely on PT Score 

analytics to assess risk 

conditions across the industry.
Data as of 2025Q4

For illustrative purposes and intended to represent concepts/strategy only

Source: PT Score®
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Evaluating Risks with PT Score®

61Source: PT Score®, Committee of Sponsoring Organizations of the Treadway Commission (COSO)
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Problem Banks and High-Risk PT Score Banks

Evaluating Risks with PT Score®

62
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Source: PT Score®
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Source: PT Score®
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Source: PT Score®



Performance Trust 

-10.0

-5.0

0.0

5.0

10.0

15.0

20.0

25.0

30.0

0

50

100

150

200

250

300

350

400

450

500

N
e

t 
In

c
o
m

e
 t

o
 N

e
t 

W
o

rt
h

P
T

 S
c
o
re

Attendees

PT Score & Net Income to Net Worth

Attendees 2026Q1

Stress

Total Score

Linear (Net Income to Net Worth)

Evaluating Risks with PT Score®

66
Source: PT Score®
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Median:

7.30

Median:

4.45

Source: PT Score®
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Median:

8.33

Median:

0.41

Source: PT Score®
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Median:

0.77

Median:

0.34

Source: PT Score®
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Median:

0.69
Median:

0.03

Source: PT Score®
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PT Score® ERM

75Source: PT Score®

For illustrative purposes only
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PT Score® ERM
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Supplement Core with Wholesale
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Investments
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Loans
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Investments
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subject to assumptions and conditions

Mission SupportMission

78

Source: Performance Trust Analytics

Positioning outcomes will vary based on assumptions, market conditions, and implementation decisions. 

Balance Sheet in Color
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Use Shape to See Different CU Mission Support Strategies
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Use Shape Management® to Bring Clarity

1-Yr Scenario
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Use Shape Management® to bring Clarity

1-Yr Scenario
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Proactively Change Our Enterprise Shape

• Annualized Shareholder Return, 1 Year Horizon
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Stewardship

The responsible management and care of something

that has been entrusted to 

you

− Protecting

− Improving

− Using resources wisely for the benefit of others and the future
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Mission Member Margin
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