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Growing Credit Union Membership via Lending and Omnichannel Banking Innovation

WHAIT'S AT STAKE

raditional for-profit financial institutions (Fls) dominate

the financial services arena nationally and regionally. Yet,

a particular segment of consumers turns to credit unions

(CUs), which serve a community of members connected by
location, work or education. These CU members value classic ben-
efits associated with credit unions, such as lower fees and more
access to loan products. Still, data reveals that they also show more
interest in such products and services as seamless omnichannel
banking, cash management tools and buy now, pay later (BNPL). In
fact, like many digitally savvy consumers, CU members increasingly
expect such advanced offerings and will switch to providers that are
up to speed on the latest innovations.

FIGURE 1:

Consumers switching Fls
Share of consumers who switched their primary Fl in the past year,
by current Fl status

Total who switched

21.6%

Current CU member

Source: PYMNTS Intelligence

Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 821: Respondents who switched their primary Fl in the last 12 months,

fielded Nov. 2, 2023 - Dec. 6, 2023

What’s at Stake

CU members increasingly expect
omnichannel banking and BNPL and
will switch to providers offering them.

Research shows that roughly one in five CU members and one in
five account holders who are not CU members switched their pri-
mary financial service providers in the last 12 months. What is driving
this switching? The most influential factors involved convenience,
including the lack of a local branch and insufficient or difficult online
and mobile banking capabilities. CU members were the most likely
to report these shortcomings, an indication that they want a stream-
lined physical and digital banking experience. Data suggests that CUs
can also improve member retention and acquisition by innovating in
personal loans and BNPL. In other words, ongoing innovation in prod-
ucts and services can help CUs stand out for their best qualities in a
highly competitive marketplace.

Growing Credit Union Membership via Lending and Omnichannel
Banking Innovation, a PYMNTS Intelligence and PSCU/Co-op Solutions
collaboration, examines how innovation in seamless omnichan-
nel banking and personalized lending can help CUs retain current
members while attracting new ones. The report is based on a cen-
sus-balanced survey of 4,525 U.S. consumers that investigated which
products and features consumers want and expect from CUs; it was
conducted between Nov. 2, 2023, and Dec. 6, 2023.

This is what we learned.
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KEY FINDINGS
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B For CUs, omnichannel banking — seamless
\ = brick-and-mortar interactions and mobile
| \ S banking — is working to attract new members.

Share of CU members who say they
switched to their current CU primarily
because their previous FlI did not have
branches nearby
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Key Findings |

While nearby branches may help bring new
members, innovative products and features
will be vital to retaining them.

Share of CU members who say
they value innovation when
selecting a financial services
provider
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Offering more personalized lending products,
such as personal loans and split-payment
plans like BNPL, could improve member
retention and acquisition.

Share of CU members who want
their CU to innovate BNPL in the
next three years, compared to
9.3% of non-CU members

PSCU ‘m.‘;‘olu‘.or-s

CU members want innovation in features
that improve cash flow management and make
transactions easier and faster.

Share of CU members who want
their FI to provide budgeting tools in
the next three years, compared to
11% of non-CU members

Key Findings | 09
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PYMNTS
IN DEPTH

Innovating financial products and services can
give CUs a competitive edge, enabling them
to reduce churn and grow membership among
today’s digital-savvy consumers.

RY\W\E%NCF PSCU m Solutions

For CUs, omnichannel banking —
characterized by seamless
brick-and-mortar interactions
and mobile banking — is working
to attract new members.

Consumers have many options when selecting a financial
services provider, yet data shows that CUs are an attrac-
tive alternative to traditional banks. New CU members are
significantly more apt to have switched from other, non-CU
Fls, while consumers who are members of a CU are more
likely to switch to another CU than to join a different type of
FI. Of all current CU members, 22% joined in the past year.
Among these newer members, 73% were new CU members
joining from a different type of Fl, while 27% joined from
another CU. Meanwhile, 21% of non-CU members joined a
new Fl in the past year, with 84% of this group coming from
an Fl other than a CU, meaning that just 16% of new non-CU
accountholders switched from a CU. These shifts suggest
that consumers are apt to change Fls if the bank or CU does
not meet their financial services needs.

PYMNTS in Depth | 11
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Data reveals that CU members are more motivated to

FIGURE 2: switch to a different FI than non-CU members for select

g;i;l;gc E:J;‘;\ng:;‘%vho switched their primary Fl in select ways reasons that indicate they do not want CU membership to

in the past year, by current and previous Fl status mean they have reduced access to banking services. Having

nearby branches and excellent online and mobile banking

apps drove CU members to switch to their current CU. At

12%, CU members were more likely to say they switched to

p Current CU member < their current CU primarily because their previous Fl did not

have branches nearby; the corresponding share was 4.7%

ondary Closed it ‘senondary Closed it among non-CU members. Also highlighting this sensitivity:

] 7.9% of CU members say they switched to their current CU

» Total who switched 18.5% 61% primarily because their previous FI did not have sufficient

- A different FI of the same type 3.6% 2.9% 4.3% 1.6% online and mobile banking. In comparison, 5.6% of non-CU

- Credit union 1.8% 1.4% 0.0% 0.0% members switched for this reason. Such differences high-

- Digital-only bank 1.2% 1.2% 1.0% 0.5% light areas where CUs must innovate to reduce member

+ Local bank 1.5% 1.5% 2.29% 1.3% churn and attract new members.

+ National bank 11% 1.8% 6.2% : 1.7%
* Regional bank 1.9% 0.6% 17% 11%

Source: PYMNTS Intelligence

Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 821: Respondents who switched their primary Fl in the last 12 months,

fielded Nov. 2, 2023 - Dec. 6, 2023
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FIGURE 3:

Top reasons to switch
Share of consumers who cite select reasons as the most important for switching

their primary Fl, by current FI status

Insufficient or

Local branch difficult online/ Did not have
was too Rates were mobile banking good data
far away too high capabilities security

5% 8% 6% 3%
Non-CU member EEEEN EEEEEEEN EEEEEN L] ]|

12% 6% 8% 7%

CU member ==IIIIIIII EEEEEN EIEEEEEEN EEEEEEN

Source: PYMNTS Intelligence
Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 821: Respondents who switched their primary Fl in the last 12 months, fielded Nov. 2, 2023 - Dec. 6, 2023
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Having nearby branches
and excellent online and
mobile banking apps were
top reasons driving CU
members to switch to
their current CU.

PYMNTS in Depth 15
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FIGURE 4:

While nearby branches may help
bring new members, innovative

Attitudes toward innovation
Share of consumers who cite select attitudes toward Fl innovation, by current FI status

[ ]
d d f ll b Prefer the FI Do not care whether the Values innovation, but
products and reatures will be Prefer the FI B oo e B e o
° ° ° FlI choice
VItal to retalnlng them. Would possibly switch if Would definitely switch if the FI
the FI did not innovate did not innovate
CU member : Non-CU member

With traditional for-profit banks having a reputation for being
ahead of CUs when innovating digital banking and financial
services, it may not be a surprise that CU members are more
likely than non-CU members to say they value innovation.
While 81% of CU members value innovation when selecting
a financial services provider, just 74% of non-CU members
say the same. CU members expect their Fils to keep up with
traditional banks in providing innovative, easier-to-use and
more personalized products and services.

Source: PYMNTS Intelligence
Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 4,525: Complete responses, fielded Nov. 2, 2023 - Dec. 6, 2023
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FIGURE 5:

How well Fls implement innovations
Share of consumers who cite select attitudes on how well their Fl implements innovation,
by current Fl status

Member expectations that CUs deliver on innovation are

IVZlelri\rg:;e\,Teeths nnovations .IZthelr”;fé?{;igtrs\,\i;ﬂovaﬂons high — and not only because of the efforts of traditional
.The Fl implements innovations The FI does not implement Fls. Seventy percent of CU members say their CU inno-
poorly or very poorly innovations at all vates well or very well, and they expect new products and
improvements regularly. CU members expect their CU to

CU member Non-CU member innovate 4.4 products and 4.2 features in the next three

years, more than the three products and three innovative
features expected among non-CU members. Despite these
high standards, CU members admit that CUs may not be
the first to launch products in the market: Just 7.7% of CU
members say their CU is an early launcher, as in, it launches
new products and services before others. Instead, 34%
say their CU is a quick follower that launches innovative
products when evidence supports doing so. Such member
sentiments suggest that less innovative CUs must raise the

bar on innovation to retain and grow membership.

Source: PYMNTS Intelligence
\ Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 4,525: Complete responses, fielded Nov. 2, 2023 - Dec. 6, 2023
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Offering more personalized lending
products such as personal loans
and split-payment plans like BNPL
could improve member retention
and acquisition.

Credit unions are known for lower interest rates on loans than tradi-
tional banks, and some have a reputation for being more flexible in
terms of lending criteria. If these assumptions are accurate, it may
be no surprise that CU members are between three and four times
more likely than non-CU members to have used personal loans, auto
loans and split-payment plans in the past 12 months. While 23% of
CU members had personal loans and 20% had an auto loan in the
past 12 months, among non-CU members, roughly one-third of those
shares (7.3% and 6.4%, respectively) did the same. CU members are
also more likely to have used BNPL in the past year than non-CU
members, at 15% versus 5.9%. Overall, these stats suggest that CU
members are more likely than other consumers to engage with Fls
offering more personalized lending products along with the lower
rates and fees they need.

PSCU ‘ Solu{%ons

FIGURE 6:

Products and services consumers used in the last 12 months

PYMNTS in Depth | 21

Share of consumers who used select products and services in the last 12 months,

by current Fl status

¥

Personal loans

=

Auto loans

BNPL

7%

Non-CU member HNEEEEER

6%

6%

15%

Source: PYMNTS Intelligence
Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 4,525: Complete responses, fielded Nov. 2, 2023 - Dec. 6, 2023
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CU members prioritize personal loans and split-payment offerings
when choosing an Fl, which also holds for their innovation prefer- FIGURE 7-

ences in lending products. For instance, 25% of CU members want Products and services consumers want in the next three years
Share of consumers citing credit product innovations that they want their Fl to focus

their CU to innovate on personal loans, and 21% want innovations on \
on in the next three years, by current Fl status

auto loans in the next three years; for non-CU members, the cor-

responding shares are just 15% and 13%, respectively. CU members @ E
are also hungry for BNPL innovations, as 17% of CU members want @ ﬂ
their CU to innovate BNPL in the next three years, nearly double the Personal foans Auto loans SNPL
corresponding 9.3% of non-CU members. The fact that CU members
are nearly twice as likely as non-CU members to want their CU to

o) o) o)
innovate on BNPL implies that CUs that offer BNPL along with other 15/0 13/0 9/0
Non-CU member =====IIIII ===IIIIIII ANEEEEEEN

personalized lending products can reduce member churn and engage
new members looking for such options.

Source: PYMNTS Intelligence
Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 3,484: Respondents who value innovation in their primary Fl, fielded Nov. 2, 2023 - Dec. 6, 2023
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CU members want innovation in
features that improve cash flow
management and make transactions
easier and faster.

As community-oriented financial services providers, CUs are known
for providing financial education along with planning and budget-
ing tools. In what is likely a related development, CU members are
between two and three times more likely to have used a wide vari-
ety of cash flow management features in the last year than non-CU
members. For instance, 15% of CU members used budgeting tools in
the past year, as did 6.2% of non-CU members. For convenient access
to account information, 18% of CU members used QR codes in the
past year, and 17% of CU members used voice assistants. In compar-
ison, just 8.2% of non-CU members have used QR codes, while 7.9%
have used voice assistants. These findings suggest that CU members
value cash flow management tools that help them budget and make
transactions easier and faster.

PSCU ‘ Solu'ﬁ.ons

FIGURE 8:

Features and capabilities consumers currently use

PYMNTS in Depth | 25

Share of consumers who used select features and capabilities in the last 12 months,

by current Fl status

[5] 3 [5]
E‘JIE' >j>)
[e]0'[=] )

QR codes Voice assistants

Planning or
budgeting tools

8% 8%

Non-CU member WWEEEEER EEEEEEEN

6%

Source: PYMNTS Intelligence
Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 4,525: Complete responses, fielded Nov. 2, 2023 - Dec. 6, 2023
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Not only do CU members use budgeting tools, QR codes and voice

assistants more than non-CU members, but they are also more inter- FIGURE 9

ested in innovations to these cash flow management features. While Features and capabilities consumers want in the next three years

18% of CU members want their Fl to innovate budgeting tools in the Sha}ret;)f Coniirk?ers citing gredit protd;cttintnovations that they want their Fl to focus
on in the next three years, by current FI status

next three years, just 11% of non-CU members want their Fl to do the

. . _ B [E] (-
same. Similarly, nearly twice the share of CU members wants their ~dl= ’)) I-i:-l
CU to innovate QR codes and voice assistants in the next three years o]0 (=] e
compared to non-CU members. By offering advanced features that QR codes Voice assistants buﬂggt?;”ggtggls

help members manage their cash flow and financial transactions and

continue to innovate, CUs can meet members where they are — and o o o
raise their odds of keeping them engaged. 8/0 8/0 11 /O

Non-CU member ENEEEEEN ENEEEEEN =IIIIIIIII

18% 16% 18%

CU member goamsass = ssssss | SEssssEE

Source: PYMNTS Intelligence
Growing Credit Union Membership via Lending and Omnichannel Banking Innovation, March 2024
N = 3,484: Respondents who value innovation in their primary Fl, fielded Nov. 2, 2023 - Dec. 6, 2023
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Despite member interest in BNPL,
nearly half of CUs have no plans
to offer it.

CUs are innovating in lending products, but very few have moved away
FO ' ' from traditional personal and auto loan options. Nearly all CUs say
they currently offer auto and personal loans, yet very few offer BNPL,

signaling a conservative stance to offering alternative split-payment
plans, even if more and more members show interest. Currently, 99%

of CUs surveyed offer auto loans, and 99% of CUs said they offer per-
sonal loans. Yet, just 1.5% of CUs say they currently offer BNPL.

CUs lean toward offering traditional lending
products rather than split-payment options.

Moreover, all indications are that offering BNPL is not an immediate
priority for many. While 31% of CUs plan to introduce BNPL in the next
three years, 18% of CUs plan to introduce BNPL in the next six years.
Nearly half of CUs have no plans to offer BNPL at all, which may put
them at a competitive disadvantage if BNPL adoption continues to
grow in popularity over the next three to six years.

PYMNTS pscu” | XY soutons
INTELLIGENCE | © 2024 PYMNTS All Rights Reserved
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FIGURE 10:

CU plans to offer BNPL
Share of CUs planning to offer BNPL in the future

While 2719% of CUs plan

9% 1% 8% to introduce BNPL in

Have no plans to offer BNPL in Plan to introduce BNPL in Plan to introduce BNPL in the the neXt th ree years9
the next three to six years the next three years next six years 1 80/ .
5 plan to introduce

BNPL in the next
SiX years.

Source: PYMNTS Intelligence
Credit Union Innovation Readiness Index, January 2024
N = 201: Complete responses for CU executives, fielded Oct. 4, 2023 — Nov. 16, 2023
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ACTIONABLE

Even as a significant share of consumers have
moved their banking business from a traditional
Fl in the past year, CUs are also losing members,
driven primarily by CU member interest in hav-
ing more local branches and better online and
mobile banking apps. The reality that more CU
members report these issues than non-CU mem-
bers highlights areas where CUs might be falling
behind compared to traditional banks, suggesting
that CUs could reduce member churn and even
attract new members by addressing these needs.

POWTS | pscu” | B souons

]

Actionable Insights | 33

In the face of ongoing innovation in the financial
services arena, it is unsurprising that member
expectations of CUs to deliver innovative prod-
ucts and services are high. Yet CU members
admit that their CUs may not be the first to
launch products in the market. Even though CUs
may follow when competing Fls take the lead,
CUs that want to retain and grow their mem-
bership would benefit from more proactively
increasing their efforts and investment in the
innovations that digital-first consumers expect
from their financial services providers.

© 2024 PYMNTS All Rights Reserve
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CU members prioritize personal loans and
split-payment offerings when choosing an Fl,
and this priority is visible in their expectations
of new lending product innovation. For instance,
CU members are nearly twice as likely as non-CU
members to want their CU to innovate on
BNPL. CUs that oblige will be particularly well-
positioned to serve these members.

PSCU\\ ‘ Solutions

Actionable Insights

CU members use budgeting tools, QR codes and
voice assistants more than non-CU members,
and they are also more interested in innovations
in cash flow management features and those
that streamline online transactions. Because CU
members have such high standards and expec-
tations, it is reasonable to think they may look
to switch to Fls innovating in these areas, even
other CUs. Thus, ongoing innovation can serve
as a key member retention initiative for CUs,
both reducing member churn and attracting new
members as they compete against traditional Fls
and other CUs.
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GROWING
CREDIT UNION
MEMBERSHIP

via Lending and Omnichannel METHODOLOGY

Banking Innovation

rowing Credit Union Membership via Lend-
ing and Omnichannel Banking Innovation,
a PYMNTS Intelligence and PSCU/Co-op
Solutions collaboration, examines how
innovation in seamless omnichannel banking and per-
sonalized lending can help CUs retain current members
while attracting new ones. The report is based on a
census-balanced survey of 4,525 U.S. consumers that
investigated which products and features consumers
want and expect from CUs; it was conducted between
Nov. 2, 2023, and Dec. 6, 2023. In our sample, 51% of
respondents identified as female, the average age was
48 years old, 33% were college-educated and 45%
declared incomes of more than $100,000 per year.

THE PYMNTS INTELLIGENCE TEAM THAT PRODUCED THIS REPORT

Scott Murray Yvonni Markaki, PhD Margot Suydam
SVP and Head of Analytics Senior Analyst Senior Writer

March 2024 Report
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is a leading global data and analytics platform
that uses proprietary data and methods to provide actionable
insights on what’'s now and what’s next in payments, commerce
and the digital economy. Its team of data scientists include leading
economists, econometricians, survey experts, financial analysts and
marketing scientists with deep experience in the application of data
to the issues that define the future of the digital transformation of the
global economy. This multi-lingual team has conducted original data
collection and analysis in more than three dozen global markets for
some of the world’s leading publicly traded and privately held firms.

PSCU/Co-op Solutions is the nation’s premier payments credit union
service organization (CUSO) and an integrated financial technology
solutions provider. With over four decades of industry experience and
a commitment to service excellence and innovation, the company
serves more than 4,000 financial institutions throughout North
America. PSCU/Co-op Solutions leverages its expertise and resources
on behalf of credit unions and their members, offering an end-to-end
product portfolio that includes payment processing, fraud and risk
management, data and analytics, digital banking, instant payments,
strategic consulting, collections, ATM and POS networks, shared
branching and 24/7/365 member support via its contact centers. For
more information, visit and

We are interested in your feedback on this report. If you have
questions, comments or would like to subscribe, please email us
at
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