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WHAT'S AT STAKE

mall but mighty, credit unions (CUs) are proving to be

powerful players in the growing competition among

financial institutions to make their cards and payment

methods a consumer's favorite option. That’s particularly
true in low-population and rural towns with small and medium-
sized businesses (SMBs) and younger consumers. CUs in such
geographies, their traditional stronghold, have a strong track
record of nudging their members to make their CU accounts and
credit and debit cards their primary ones, or top of wallet, when
shopping or paying. The evidence: The top-of-wallet conversion
rate among America's rural SMBs with CU cards is 71%. Coupled
with their growing engagement with Gen Z consumers, CUs are
carving out a niche that challenges larger financial institutions
and digital-only banks.

velera

What's at Stake | 5

CUs hold a O%

top-of-wallet conversion rate among
their Gen Z cardholders.

Financial incentives such as cash back on purchases, lower interest
rates or fees and higher credit limits are the primary reasons a con-
sumer chooses to use a financial institution’s (FI) particular card. CUs
stand out for offering their cardholders something else: budget-track-
ing and spending control features. About 20% of CU cardholders cite
these tools as a key factor in their top-of-wallet decisions, making
them 25% more likely than those using national or digital-only bank
cards.
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This trend also extends to SMBs, with CU-issued business cards preferred
by their holders for their ability to help businesses manage their expenses
efficiently. Aesthetic factors play a key role as well: Many CU cardholders
are driven to use these cards based on their design and physical materi-
al. At the same time, the tendency of CU cardholders to be motivated by
factors other than financial incentives could indicate that CUs are falling
behind the competition when it comes to rewards.

Consumers and businesses alike tend to use their CU-issued debit and
credit cards to cover basic purchases. Individuals most frequently use
those cards for everyday essentials, especially groceries, which 63% of such
cardholders favor. Meanwhile, SMBs most often rely on their CU cards for AmOﬂg SVIBs whose orl

supporting their core operational costs, reinforcing their role as financial .
lifelines for small businesses. account Is from d CU’

These are just some of the findings detailed in the Credit Union Innovation o
Readiness Index: The Path to Top-of-Wallet Conversion, a PYMNTS Intelli- o
gence and Velera collaboration. This edition examines consumer and U.S.

SMB CU card usage and the factors influencing their top-of-wallet card . .
choices by consumers. It draws on insights from a survey of 12,081 U.S. use thelr CU-ISSUQd
consumers conducted from Oct. 21, 2024, to Nov. 20, 2024, as well as a cards mOSt often

survey of 2,000 U.S. SMBs conducted from Oct. 23, 2024, to Nov. 20, 2024. . .
to cover basic operatlng costs.

This is what we learned.
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—Y FINDINGS

THE SMALL-TOWN CHOICE

CUs demonstrate strong top-of-wallet
conversion rates across select business and
consumer segments, especially with Gen Z
individuals and small-town and rural SMBs.

71%

areas have their CU cards at the top of their wallets.

Of SMB cardholders in

small towns and rural

Key Findings

IN CONTROL

While consumers and SMBs primarily choose
their top-of-wallet cards based on economic
incentives, CU cardholders are disproportionately
likely to be motivated by budget-tracking tools.

= o0

a CU prioritize spending control and tracking.

Of consumers whose

primary card is from

DAILY BREAD

Consumer CU cardholders purchase groceries
most often with their cards, while SMB
cardholders most frequently use their

cards to cover basic operating costs.

3%

Of consumers with a CU card use it to buy groceries.

| 9
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THE
FULL STOR

Because credit unions excel in top-of-wallet conversions
among select consumer and SMB segments, they have an
opportunity to drive growth among underpenetrated groups.

CUs demonstrate strong top-of-
wallet conversion rates across select
business and consumer segments —
especially small-town SMBs

and Gen Z individuals.




12 | Credit Union Innovation Readiness Index: The Path to Top-of-Wallet Conversion

PYWNTS
INTELLIGENCE

mong SMBs everywhere, CUs achieve a 53%
conversion rate, behind national, regional and
local banks but outperforming digital-only banks,

which convert 42% of their cardholders to top-
of-wallet status. CUs are particularly effective in converting
SMB cardholders in small towns and rural areas, where they
reach a 71% rate. They also perform well among micro-SMBs,
with a 68% conversion rate for businesses with less than
$250,000 in annual revenue across geographies.

Top-of-wallet conversion rates for businesses vary by how
long they have existed, with the highest rate—60%—for
SMBs that have been operating for fewer than five years. By
contrast, businesses in operation for five to 10 years see a
lower conversion rate of 45%, as do those that have been
functioning for more than 10 years (53%).

velera

FIGURE 1

SMBs’ Top-of-Wallet Conversion Rates

The Full Story | 13

Fis’ top-of-wallet conversion rates among SMB cardholders

100%

80% 81.7%
63.0%,
60%

40%

20%

41.6%

66.6% 32.5%
National bank Regional or
local bank

@ cCard ownership to top of wallet

@ Has at least one card issued by select FI

12.8% 26.1%
Credit union Digital bank
or fintech

Source: PYMNTS Intelligence
Credit Union Innovation Readiness Index, April 2025

N = 2,000: Complete SMB responses fielded Oct. 23, 2024, to Nov. 20, 2024

© 2025 PYMNTS All Rights Reserved



14 | Credit Union Innovation Readiness Index: The Path to Top-of-Wallet Conversion The Full Story | 15

On the consumer side, CUs have converted 60% of their Gen Z cardhold-
ers to top-of-wallet status. However, such consumers, now aged roughly o
18-28, are less likely overall to have at least one card issued by a CU o
than those in older generations. Conversely, millennials (now roughly age

29-44) are more likely to have at least one such card, but less than half I _nfo .

only a minority of these cardholders—49%—have these cards at the tops CUs tOp Of Wallet conversion rate
of their wallets. among SMB cardholders.
FIGURE 2

The Age and Location of a Business Matter
CU top-of-wallet conversion rates among different types of SMB cardholders

o 70.7% 68.3%
60.1%
9 53.4%
e 45,3 ° 49.0% 48.5% 50.6%
27 42.3%

40%
20%

Less than Five to More than Small town or Large town or Large city or Less than $250K - More than

five years 10 years 10 years rural area small city metropolitan area $250K $1M $1M

TIME IN OPERATION LOCATION ANNUAL REVENUE

Source: PYMNTS Intelligence
Credit Union Innovation Readiness Index, April 2025
N = 1,680 SMBs that hold CU cards fielded Oct. 23, 2024, to Nov. 20, 2024
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High-income consumers are more likely to have at least one
CU-issued card, but the top-of-wallet conversion rate for
these individuals is lower than that for other income groups.
Nearly half, or 48%, of those earning more than $100,000 a
year place their CU-issued card at the top of their wallet.
By contrast, 53% of middle-income (those earning between
$50,000 and $100,000) and 64% of low-income (less than
$50,000) CU cardholders make their cards their first pay-
ment option.

By improving their offerings to higher-income consumers and
millennials, CUs can compete with digital-only banks for the
prized place in consumer wallets. As it stands, CUs have a
53% top-of-wallet conversion rate among their consumer
cardholders overall—the same level as for SMBs—while only
digital-only banks see a slightly higher 56% rate.

velera
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FIGURE 3

Consumers’ Favorite Payment Cards
Different types of FlIs’ top-of-wallet conversion rates among consumer cardholders

100%

80%

e
S o o

40%

20%

54.7% 34.6% 18.8% 21.2%
National bank Regional or Credit union Digital bank
local bank or fintech
@ card ownership to top of wallet Source: PYMNTS Intelligence

. Credit Union Innovation Readiness Index, April 2025
@ Has at least one card issued by select FI i o
N =12,081: Complete consumer responses fielded Oct. 21, 2024,

to Nov. 20, 2024
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0%

CUs' top-of-wallet
conversion rate
among Gen Z
cardholders
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FIGURE 4

A Consumer's Age and Income Matter
CU card possession and top-of-wallet conversion rates among different types of consumers

40%
63.6%
30%
@ 53.8% @
@ 48.9%
20%
10% | | I | |
14.0% 20.6% 21.4% 19.3% 19.0% 18.7% 19.3% 16.4%
Less than $50K - More than Baby boomers Generation X Bridge Millennials Gen Z
$50K $100K $100K and seniors millennials
INCOME GENERATION
P A P Source: PYMNTS Intelligence
Card ownership to top of wallet Credit Union Innovation Readiness Index, April 2025
@ Has at least one card issued by a CU N =2,931: Credit union members who are cardholders fielded Oct. 21, 2024, to Nov. 20, 2024
\
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Consumers and SMBs 39 ()

primarily choose to use
top-of-wallet cards basec
on financial incentives,
but CU cardholders are
more likely to be motivated
by budget-tracking tools. -

of consumer CU cardholders
cite rewards as the primary reason
for making their cards their
preferred payment method.

mong consumers, 53% with a card from a national bank
opt to use it as their preferred payment option due
to its rewards, making those incentives the dominant
factor driving their usage. The same is true for 41%
of consumers with a card from a regional or local bank and 37%
with a card from a digital-only bank. By contrast, roughly 4 in 10,
or 39%, of CU cardholders cite rewards as the primary reason for
making their cards their preferred payment method.

For these consumers, spending control and payment tracking
features play a crucial role. Among individuals whose primary card
is from a CU, 20% cite these features as a key factor, compared
to just 16% of national bank card users and 19% of digital-only
bank users.

© 2025 PYMNTS All Rights Reserve d
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Among SMBs, economic incentives are similarly powerful motivators.

of SMBs that primari[y use a card from a CU These drive top-of-wallet card choice for 46% of SMBs that primarily
cite economic incentives as a driver use a card from national banks compared to 44% with cards from

CUs, 42% with cards from regional banks, and 40% with cards from

of top-of-wallet card choice. digital-only banks.

FIGURE 5

Drivers of Consumers’ Top-of-Wallet Choice
How consumers choose which card to use, by Fl issuing the card they use most often

Digital-only bank

or fintech Credit union

Regional or local bank National bank

Financial incentives 40.6% 53.1% 36.6% 39.4%
Spending control and tracking features 18.8% 16.1% 18.8% 20.3%
Better data security 10.0% 7.9% 10.4% 9.7%
Default card in digital wallet 5.3% 3.8% 11.1% 5.4%
Card design and material 6.9% 3.3% 5.2% 51%
It's a merchant's card usable only at that specific merchant 4.2% 4.6% 4.8% 4.2%

Source: PYMNTS Intelligence
Credit Union Innovation Readiness Index, April 2025
N =12,081: Complete consumer responses fielded Oct. 21, 2024, to Nov. 20, 2024
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Spending control and tracking features are also powerful motivators
for CU cardholders. Twenty percent of SMBs that favor their CU cards
make their top-of-wallet choice based on these capabilities, making
them the second-most important feature behind rewards and incen-
tives.

FIGURE 6

Drivers of SMBs’ Top-of-Wallet Choice
How SMBs choose which card to use, by Fl issuing the card they use most often

Regional or local bank

The Full Story | 25

Card design, including the use of metal or sustainable plastic, also
plays a greater role for SMBs that favor cards issued by CUs. Ten per-
cent of these SMBs cite this reason for a card being their top payment
choice, compared to just 4.8% of those with cards from national banks.

Digital-only bank

or fintech Credit union

National bank

Financial incentives 41.5% 46.1% 40.4% 43.6%
Spending control and tracking features 21.6% 19.5% 20.4% 20.5%
Card design and material 8.5% 4.8% 8.4% 9.8%
Better data security 9.2% 10.5% 6.8% 9.4%
Better customer service 3.9% 57% 6.0% 6.0%

Source: PYMNTS Intelligence

Credit Union Innovation Readiness Index, April 2025

N = 2,000: Complete SMB responses fielded Oct. 23, 2024, to Nov. 20, 2024.
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Consumers use their

CU cards most often to
purchase groceries,

while SMB cardholders
frequently use their cards to
cover basic operating costs.

The Full Story | 27

63%

of consumers whose primary Flis a
CU use their CU-issued cards to
purchase groceries.

mong consumers whose primary Fl is a CU, 63% use
their CU-issued cards to purchase groceries, while 50%
use them to buy food from restaurants. Additionally,
37% use them to cover utility bills, and 36% use them
to pay for their mobile phone service, indicating that essential
expenses dominate.
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For SMBs with primary accounts FIGURE 7
at a CU, 23% use cards issued What Consumers Buy When They Use '!'heir Qards . .
by th - t oft ¢ Top products purchased most often with a given card by Fl issuing the card
Yy ese ris most ortten to cover
basic operating costs, the most 1 2 3 4 5
for any expense. This preference ( N ( N ( ( )
marks a difference from SMBs @ @ @)
that tend to reaCh for Cards fr’om National bank Groceries Restaurants Apparelo Mobile phone sarvice Utility bills
nat.lonal, reglon.al c?r local banks, . 458/0 I 384/0 JIN 325/0 )
which tend to cite inventory pur- - N - N ~\
chases as the most common rea- @ (@) <§§’
son they use their Cards' In faCt’ Regional' or local bank Groceries Restaurants Utility bills Mobile phone service Apparel
0 -of- - o, o, O
26% of SMBs whose top-of-wal 431/0 ; 345/0 \ 335/0

-
\\§
.

let card is issued by a national

. . " N N [ N\
bank cite inventory purchases @ (@) @
as their most common expense. P ;
p Dlgltal_only bank or fintech Groceries Restaurants Mobile phone service Apparel Utility bills
o o o
42.4% || 34.8% || 33.6%
4 N [ N\ [ )
2 L Y
(asce:i{tfr(:eijt:ivg Qcicoo[}nt) Groceries Restaurants Mobile phone service Apparel Utility bills
o) o o
29.3% || 26.2% || 221%
\ J U J \ J
(" ) ( N )
2 L Y
Cre,dit union Groceries Restaurants Utility bills Mobile phone service Apparel
(as primary account) o o o
49.8%  36.4% || 361%

Source: PYMNTS Intelligence
Credit Union Innovation Readiness Index, April 2025
N =12,081: Complete consumer responses fielded Oct. 21, 2024, to Nov. 20, 2024

PYMNTS
INTELLIGENCE Velera © 2025 PYMNTS All Rights Reserved



30 | Credit Union Innovation Readiness Index: The Path to Top-of-Wallet Conversion

3%

of SMBs whose primary
accounts is at a CU

use their CU-issued
card to cover basic
operating costs.

YNMNT.
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FIGURE 8

What SMBs Buy With Their Cards
SMBs’ top products purchased most often with a given card by Fl issuing the

National bank

Regional or local bank

Digital-only bank or fintech

Credit union

(as alternative account)

Credit union
(as primary account)

Inventory
purchases

Inventory
purchases

2

card

Basic operating
costs

20.8%

Products purchased
other than inventory

18.2%

Marketing and
promotion costs

17.4%

New equipment
purchases or upgrades

Basic operating
costs

18.7%

Products purchased
other than inventory

14.3%

Marketing and
promotion costs

13.8%

Repairs or facility
maintenance

12.0%

Basic operating
costs

17.7%

Marketing and
promotion costs

17.0%

Basic operating
costs

16.5%

Inventory
purchases

Inventory
purchases

New equipment
purchases or upgrades

New equipment
purchases or upgrades

Products purchased
other than inventory

12.5%

Repairs or facility
maintenance

12.2%

Marketing and
promotion costs

12.2%

Basic operating
costs

23.3%

Products purchased
other than inventory

16.4%

Repairs or facility
maintenance

14.7%

- J
N
Inventory Marketing and
purchases promotion costs
12.9%
. (o)
J/

Source: PYMNTS Intelligence

Credit Union Innovation Readiness Index, April 2025
N = 2,000: Complete SMB responses fielded Oct. 23, 2024, to Nov. 20, 2024
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ACTIONABLE
INSIGHTS

To attract new top-of-wallet card users, CUs should refine their rewards
programs, ensuring they are competitive with those of national and digital-
only banks. Additionally, retaining current users requires prioritizing
advanced spending control and tracking features, such as real-time
transaction alerts, customizable spending limits and dedicated mobile card
management apps. These features resonate strongly with CU cardholders
and could further differentiate CUs in the competitive card market.

CUs have a strong top-of-wallet presence among small-town SMBs and Because SMBs often prioritize economic incentives when selecting

Gen Z consumers but lag with high-income consumers and millennials. a primary card, CUs should consider enhancing their rewards

To compete more effectively with digital-only banks, CUs should programs to compete with national and regional banks. Such banks

enhance their card offerings to include premium rewards, exclusive may offer cashback or discounts on inventory purchases, making

perks and digital-first experiences tailored to these segments. them more appealing to business owners. By introducing targeted
rewards or discounts on essential expenses like inventory, CUs can
increase SMB engagement and boost their top-of-wallet status.

e
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METHODOLOGY

he Credit Union Innovation Readiness Index: The

Path to Top-of-Wallet Conversion, a PYMNTS

Intelligence and Velera (formerly PSCU/Co-op

Solutions) collaboration, examines consumer and
SMB CU card usage and the factors influencing their top-
of-wallet card choices.

The playbook is based on a census-balanced survey of 12,081
U.S. consumers and investigated the products and features
consumers want and expect from credit unions (CUs). The
survey was conducted from Oct. 21, 2024, to Nov. 20, 2024.
In our sample, 51% of respondents identified as female—the
average age was 49—and 40% declared incomes of more
than $100,000 per year.

This survey was complemented by a survey of 2,000 U.S.
small and medium-sized businesses that was conducted
from Oct. 23, 2024, to Nov. 20, 2024. Twenty percent of SMBs
were located in a small town or rural area, 30% made under
$250K in annual revenue and 48% have been in business
for more than 10 years.

© 2025 PYMNTS All Rights Reserved
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ABOUT

PYMNTS Intelligence 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.

Velera, formerly 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, operating with velocity to help its clients
keep pace with the rapid momentum of change and fuel growth in the new era
of financial services. Velera 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 velera.com.
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We are interested in your feedback on this report. If you have questions, comments or would
like to subscribe, please email us at feedback@pymnts.com.

DISCLAIMER

Credit Union Innovation Readiness Index: The Path to Top-of-Wallet Conversion may
be updated periodically. While reasonable efforts are made to keep the content
accurate and up to date, PYMNTS MAKES NO REPRESENTATIONS OR WARRANTIES
OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE CORRECTNESS, ACCURACY,
COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE OF OR RESULTS
THAT MAY BE GENERATED FROM THE USE OF THE INFORMATION OR THAT THE
CONTENT WILL SATISFY YOUR REQUIREMENTS OR EXPECTATIONS. THE CONTENT
IS PROVIDED “AS IS” AND ON AN “AS AVAILABLE” BASIS. YOU EXPRESSLY AGREE
THAT YOUR USE OF THE CONTENT IS AT YOUR SOLE RISK. PYMNTS SHALL HAVE
NO LIABILITY FOR ANY INTERRUPTIONS IN THE CONTENT THAT IS PROVIDED AND
DISCLAIMS ALL WARRANTIES WITH REGARD TO THE CONTENT, INCLUDING THE
IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT
ALLOW THE EXCLUSION OF CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED
EXCLUSIONS DO NOT APPLY. PYMNTS RESERVES THE RIGHT AND SHOULD NOT BE
LIABLE SHOULD IT EXERCISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE
THE AVAILABILITY OF THE CONTENT OR ANY COMPONENT OF IT WITH OR WITHOUT
NOTICE.

PYMNTS SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN
PARTICULAR, SHALL NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL,
OR INCIDENTAL DAMAGES, OR DAMAGES FOR LOST PROFITS, LOSS OF REVENUE,
OR LOSS OF USE, ARISING OUT OF OR RELATED TO THE CONTENT, WHETHER SUCH
DAMAGES ARISE IN CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN EQUITY, AT
LAW, OR OTHERWISE, EVEN IF PYMNTS HAS BEEN ADVISED OF THE POSSIBILITY OF
SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF
LIABILITY FOR INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES
SOME OF THE ABOVE LIMITATIONS DO NOT APPLY. THE ABOVE DISCLAIMERS AND
LIMITATIONS ARE PROVIDED BY PYMNTS AND ITS PARENTS, AFFILIATED AND RELATED
COMPANIES, CONTRACTORS, AND SPONSORS, AND EACH OF ITS RESPECTIVE
DIRECTORS, OFFICERS, MEMBERS, EMPLOYEES, AGENTS, CONTENT COMPONENT
PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS
is the property of PYMNTS and cannot be reproduced without its prior written
permission.
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