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Credit unions' commercial lending foray
riddled with risks, rewards

By Lauren Seay and Zain Tariq

Credit unions are moving away from their consumer focus, encroaching on banks'
commercial lending territory.

The credit union industry's commercial loan exposure has climbed over the last few
years, reaching 11.0% of total loans at June 30, up from 7.7% at the start of 2020.
Meanwhile, community banks' commercial loan exposure has remained largely
stagnant at about 67% of total loans since the Paycheck Protection Program inflated
totals in 2020.

While moving into new lending areas comes with additional risk, credit unions have
been willing to take on that risk for the sake of diversification. Many are taking
precautionary steps, such as working with a coalition of other credit unions.

"There is a massive amount of sophistication that's happening in the credit union
industry," Charley McQueen, president and CEO of McQueen Financial Advisors, said in
an interview. "Commercial lending is core to the success of any credit union over $1
billion [in assets]."

Credit unions' commercial lending market share could reach 30% in the next five to 10
years, said Sundip Patel, CEO of Avana CUSO, a credit union service organization
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(CUSO) focused on commercial lending.

Commercial real estate (CRE) lending segments have grown the most at credit unions
over the past five years. Multifamily loans posted the highest growth rate, rising by
179.5% to $43.80 billion in the second quarter from $15.67 billion in the first quarter of
2020.

For credit unions, multifamily feels familiar, making the category a natural extension
for those moving into commercial lending.

Multifamily "looks and acts, and in many ways, feels like residential 1-to-4 lending, but
just kind of bigger," said Kevin Shaner, managing director of ALM First's loan
transaction network.
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Commercial loan trends at US credit unions
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Data compiled Sept. 23, 2025.

NCUA = National Credit Union Administration; MBL = member business loans; CRE = commercial real estate.
Analysis includes all US credit unions, and operating community banks with total assets less than $10 billion as of
June 30, 2025. Excludes corporate credit unions.

TIncludes farm loans, agricultural production loans, unsecured commercial loans, and unsecured revolving
commercial lines of credit.

2 The revised rule replaced prescriptive requirements and limitations — such as collateral and security
requirements, equity requirements, and loan limits — with a broad principles-based regulatory approach. One
immediate result was the elimination of the MBL waiver process, which is no longer needed under a principles-
based rule.

Data based on regulatory filings.

Source: S&P Global Market Intelligence.
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Nonowner-occupied CRE was the largest portion of the industry's commercial loans at
June 30, totaling $80.95 billion.

Banks have been pulling back on CRE lending in the wake of post-COVID-19 concerns
about the market, particularly office, and regulators' heightened focus on CRE. That
retreat has opened the door for credit unions to take CRE market share, Shaner said.

"Credit unions want to be able to maintain that they're relevant to the community. And
a lot of what drives their communities' economies are small to midsized businesses
and commercial real estate," Shaner said.

Of all outstanding CRE loans at credit unions and community banks at June 30, credit
unions held 13.4%, up from 11.4% at the start of 2020.



Commercial loan share at US credit unions
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Data compiled Sept. 23, 2026,

CRE = commercial real estata.

Analysis includes all US cradit unions, and operating community bankswith total assets less than $10 billion as of June 30, 2026,
Excludes corporate cradit unions.

"Loans at credit unions as a percentage of leans at credit unions and community banks, Commercial loans for credit unions
include CRE, commercial and industrial, construction and land development, multifamily, farm loans, agricultural production
loans, unsecured commercial loans, and unsecurad revolving commercial lines of credit. Commercial loans for community banks
include CRE, commercial and industrial, construction and land development, multifamily, farm loans, agricultural production
loans, loans to depository institutions, loans to nondepositary financial institutions, and loans for purchasing sacurities and
other lzans.

! The revised rule replaced prescriptive requirements and limitations—such as collateral and security reguirements, equity
requiremants, and loan limitse— with a broad principles-based regulatory approach. One immediate result was the elimination of
the MBL waiver process, which is no longer needed under a principles-based rula.

Data based on regulatory filings.

Source: 5&F Global Market Intzlligence.
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While the industry's proportion of commercial loans to total loans stands at 11.0%,
several credit unions hold much higher amounts. WCLA CU had the highest
concentration of commercial loans among credit unions with at least $100 million in
total assets at June 30, with 93.2% of its total loans in commercial lending — a 24.9-
percentage-point increase from five years ago.

The institution, which lends to the forest products industry, was S&P Global Market
Intelligence's top-performing credit union in 2024.



US credit unions with the highest commercial loan concentration, Q2 2025

Commercial loans
Total Proportion of total loans
assetls S-year cumulative
Company City, state (M) (M) growth (%) (3%) B-yearchange (pps)
WeLa cu Olympia, Wa 140.6 M55 8§75 832 244
Hometown CU Kulm, MD 214.2 135.4 316 833 -2.2
Community CU Mew Rockford, MO 171.4 240 66 T4 -3.4
Tawn & Country CU Mirat, MO 730.2 4625 9.2 729 72
Old West FCL John Day, OR 296.7 137.4 &6 706 .9
@ Beacon CU Wabash, IN 17188 83581 24,3 659 -3.5
AdelFiCu Brea, CA 5826 2636 -9.3 ©849 75
Clearpath FCU Glendale, CA 216.0 0eE7 2841 685 36.4
Magnifi Financial CU Melrose, MM 25122 1,3571 502 672 2.5
Richland FCU Sidney, MT n.a 303 45 @70 73
Greater Community CUJ Cawscn, MK &g 1054 0.5 BB7 -2.3
Archer Cooperative CU Archer, ME 100.5 54,6 480 B45 -2.2
First Community CU Jamestown, MD 1.473.5 GaluN| 738 B43 7.8
People's Community FCU Vancouver, WA 273.5 TEA4 9.8 B3E 47
America's Christian CU Glendora, CA 7349 3640 0.8 &1.7 6
E-Central CL Pasadena, CA 175.4 707 186 555 335
Grasslands FCU Circle, MT 128.7 44 271 BB7 2.0
Lassen County FCU Susanville, CA 103.0 303 16802 56.3 A
MW Preferred FCLU Portland, OR 178.7 75.8 513 G468 1.5
Californmia Lithuanian CUI - Santa Monica, CA 146.5 BE.4 a1.2 &4l 6.0
Industry aggregate 2,438.9 186,008.7 106.4 1.0 3.1

® Completed a bank acquisition

Data compiled Sept. 23, 2026,

Analysis includes all US credit unionswith at least $100 million in total assets as of Juns 30, 2026,

Commercial loans include commercial real estate, commearcial and industrial, construction and land development, multifamily,
farm loans, agricultural production loans, unsecured commercial loans, and unssecurad revolving commercial lines of credit.
Data based on regulatory filings.

Source: 5&F Global Market Intelligence.
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Execution risks

While commercial lending brings many benefits to credit unions, expanding into a new
business line involves risks. The biggest hurdle for credit unions, whether they are
growing lending organically or through a bank acquisition, is securing talent, experts
said.

Credit unions must "make sure that you're not just doing this to grow or to say that
you're doing the cool thing and doing commercial lending, but you've got the proper
people in place that can help you manage and mitigate risks," Shaner said.



Without a long history of commercial lending, it can be hard for credit unions,
especially smaller ones, to attract lenders, experts said. Bank M&A is one way to
quickly gain expertise, but it is not a sure thing.

"The most important part of the acquisition process is being able to make sure that
you're retaining the commercial lenders and the expertise at that bank," said Cole
Schulte, a director at Wilary Winn LLC, a financial advisory firm for credit unions and
community banks. "Where we sometimes see pitfalls in those deals is when you don't
retain the expertise."

Bank deals can also introduce risk even before they are completed if the credit union
lacks the existing commercial lending expertise to analyze the bank's commercial
book properly.

"That's another piece to think about when you're going through due diligence, is
making sure that you have a really good understanding of what you're acquiring,"
Schulte said.

The National Credit Union Administration has warned credit unions about the
importance of commercial lending expertise, writing in its published guides that
"commercial lending is not appropriate for all credit unions."

Credit unions also need to ensure their systems are able to support commercial
customers. Historically, credit unions' core systems are geared toward a consumer
customer, lacking cash management and sweep offerings, Shaner said.

"Most are transitioning, but there's still a number of credit unions' systems that don't
handle commercial lending very well," McQueen said.

Lending cap

Perhaps the biggest drag on credit unions' commercial lending appetite is a federally
mandated cap on how much commercial loan volume they can extend. Currently,
member business loans cannot make up more than 12.25% of federally chartered
institutions' total assets.

"While they're getting bigger and bigger into this, they can't get too huge because of
some of those limitations," McQueen said.


https://publishedguides.ncua.gov/examiner/Content/ExaminersGuide/Loans/Commercial&MBL/Intro.htm

This can also hinder credit unions' bank deal aspirations if a target could push it over
the federal cap. "That ruins a lot of deals," said Glenn Christensen, founder, president
and CEO of CEO Advisory Group, an M&A consulting company focused on the credit
union industry.

There are exceptions to the cap, such as member business loans below $50,000 or
loans fully secured by a one-to-four family home or a federal or state agency. Credit
unions designated low-income or a community development financial institution
(CDFI) are exempt from the cap.

Credit unions are lobbying to increase the maximum amount for excluded loans, which
has been in place since 1998. A bill introduced in the House in March seeks to raise
the loan exclusion cap to $100,000 from $50,000.

"There's certainly the opportunity that more credit unions would probably expand the
amount of loans that they would do if they have the ability to do so," Christensen said.

Organic opportunities

With the cap in place, banks have only so much commercial loan competition for now.
Still, credit unions are making inroads.

The most common way that credit unions are moving into commercial lending is
through CUSOs, or for-profit entities owned by coalitions of credit unions. CUSOs
provide a way for credit unions to expand services, share expertise and spread costs.

Several CUSOs are focused on commercial lending, including Avana, which currently
has 220 credit unions, of which 30 are "more active," Patel said.

CUSOs are an attractive first step into commercial lending because the CUSO has all
the in-house expertise and handles underwriting, analyzing and servicing, while the
credit union gets the benefit of the loan on its books.

"Credit unions will come together and say, 'Great, this will be our commercial
department. We don't have to worry about hiring commercial lenders, commercial
analysts or even the servicing aspect of it.' They just outsource all of that," McQueen
said. "It's a much easier way to get into commercial lending."



Often, credit unions use CUSOs as a step into commercial lending before building their
own expertise in-house.

"It helps them because they're getting exposed to the whole origination, valuation
process, and they're building up the competencies. And then that gives them a lot
more confidence in building up their own portfolios over time, hiring great expertise to
start running a department," Christensen said.

Once a credit union approaches roughly $1 billion in assets, sources said, having in-
house commercial lending expertise is crucial. "It makes sense to outsource until you
have significant size and strength and then bring it in-house," Patel said.

Market disruption from bank M&A can be advantageous for credit unions looking to
poach talent, experts said, and the opportunity is increasing amid an upswing in bank
M&A.

"As Community Bank A buys Community Bank B and there's consolidation and there's
displaced lenders, I've seen credit unions go out through recruitment and attract
talent, displaced talent and say, 'Hey, we're not as acquisition happy and we're a more
stable platform, you can come here and help us build something,' Shaner said.

Building through M&A

Still, the quickest and most attractive way for a credit union to expand into
commercial lending is via bank acquisition, experts said.

"If | want to scale and get people in, the absolute best thing to do would be to buy a
bank," McQueen said. "Flip the switch, and it's part of the organization."

Credit union acquisitions of banks have steadily climbed since 2019, reaching a record
21 deals last year, though they still remain a small overall portion of bank M&A. In the
vast majority of those deals, gaining commercial lending expertise is a main goal,
Schulte said.



Commercial loans at US credit unions with the largest bank acquisitions

Listed by target's total assets

Company
Global FCU
summit CU
® MIDFLORIDA CU
® GreenState CUJ
® DFCU Financial
@ GreenState CUJ
® Lake Michigan CU
Gesa CU
Spokane Teachers CU
HudsonValley CU
@ Georgia's Own CU
® Arizona FCU
Dort Financial CU
® FAIRWINDS CU
® Wings Financial CU
Robins Financial €U
® Lake Michigan CU
® iTHIMK Financial CU
@ GreenState CUJ
Musenda FCU

Mumber of

Largest target- quarters since

Total assets

Company

-June 30, quarter-end prior to

2025 ($B) deal completion ($M)

13.05 1.438.6

779 83467

B.65 F43.6

1074 743.2

6.51 6921

1074 §75.0

14.86 538.3

B.45 §13.0

B.34 526.2

8.09 5287

4.29 523.4

3.65 5219

232 513.7

5.08 4956

9.48 41.5

471 4077

14.86 3918

225 354.8

1074 3772

479 32684

@ Credit unions with multiple bank acquisitions

Data compiled Sept. 22, 2025,
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Commercial loans

June 30,

Change since
largest deal

2025 ($M) completion (3:)*

2,064.9
9357
1476.4
2.983.6
800.6
2.083.6
1,902.4
1,212.5
1107.2
683.2
613.0
801.2
569.8
9607
1,807.7
332.4
1,902.4
178.7
2.083.6

1,214.3

36.6
208.2
230.6

B4.7
3,082.2
179.2
178.4
251
5.9
56.9
183.5
721
1460
164.6
B9.7
135.2
545.6
B241
10.3

521

June 30,
2025 (%) completion (pps)*

Commercial loans as a

proportion of total loans

Change since
largest deal

191 3.5
18.2 74
214 47
322 6.9
350 325
322 12.2

151 5.3
251 3.7
216 1.3
14.2 4.5
18.6 ni
40.5 3.8
320 14.5
28.4 12.8
25.6 79
124 8.3

151 74

2.9 7l
322 3.4
364 91

Analysis imitad 1o US cradit unions with the largest bank acquisitions in tarms of target total assets prior 1o deal completion. For credit unions that have
acquired multiple banks, only the largest acquisition is analyzed.
* Change calculated using the balance as of the quarter-end before the deal completion, and therefors includes the growth in balances as a result of the acquisition.
Commercial loans include commercial real estate, commercial and industrial, construction and land developmeant, multifamily, farm loans, agricultural
production loans, unsecured commercial loans, and unsecured revolving commercial lines of credit.
Fimancial data based on regulatory filings.
Source: 5&P Global Market Intelligence.

@ 2025 5&F Global.

Credit unions that acquired banks have seen big boosts in their commercial loan

growth.

Among the 20 credit unions with the largest bank acquisitions, all but one had a
proportion of commercial loans to total loans above the industry's 11.0% aggregate at
June 30. The only credit union below this was iTHINK Financial CU, at 9.9%, which
represented a 7.1-percentage-point increase since its largest deal closed. iThink's

total commercial loans were up 624.1% over that period.

DFCU Financial posted the largest increase in total commercial loans since the
completion of its largest bank deal, with a gain of 3,082.2% in the 11 quarters since



the deal closed. Commercial loans made up 35.0% of the credit union's total loans at

June 30.

Arizona FCU had the highest commercial-to-total loan ratio among the group at
40.5%, up 3.8 percentage points since it closed its largest bank deal 12 quarters ago.

Among the 20 credit unions that granted the most commercial loans during the first
half of the year, eight have completed a bank acquisition. Most of those eight
institutions also had higher-than-average commercial loan sizes compared to their
peers in the top 20 and the industry aggregate.

US credit unions granting the most commercial loans, H12025

Company
Truliant FCU
Golden 1CU
ldahc Central CU
® Everwise CU
® Lake Michigan CU
Mountain America FCU
® GreenState CU
® Wings Financial cU
® Spokane Teachers CU
Interra CU
Cammunity FirstCU
@® Landmark CU
® MIDFLORIDA CU*
Security Service FCU
Alliant CU
Magnifi FCU
Goldenwest FCU
® Veridian CU
Fox Communities CU
Suncoast CU
Industry aggregate

City, state
Winston-Salem, MC
Sacramento, CA
Chubbuck, I
South Bend, IN
Caledaonia, MI
Sandy, UT

Marth Liberty, |A
Apple Valley, MM
Liberty Lake, WA
Goshen, IN
Meenah, Wi
Brockfield, Wl
Lakeland, FL
San Antonio, TX
Chicago, IL
Melrose, MN
Washington Terrace, UT
Waterloo, 1A
Appletan, Wl
Tampa, FL

® Completed a bank acquisition

Data compiled Sept. 23, 2025,

MK = not meaningful.

Total assets,
June 30,2025

($B)
515
2058
13.27
563
14.86
2184
1074
.48
B.34
196
6.23
714
8.65
14.02
19.95
2.51
374
8.29
315
18.89
2,438.9

Commercial loans

June 30, S-year cumulative

2025 ($M)
1,052.8
11716
1,483.5
1,406.3
1,902.4
2,360.2
29836
1,807.7
1072
7661
1,580.2
17428
1.476.4
1.476.9
2174.5
1,3571
8381
783.2
775.4
525.9

186,008.7

growth (35)
33356
MM
1461
1831
1800
1E.4
TE.68
2473
1327
82.5
155.4
174.2
10649
mz
164.0
99.2
198.2
94.5
987
H00.6
106.4

Granted or purchased H12025
($M) Avg.size ($000) totalloans (%)

408.5
3B83.5
3459
2878
2859
285.4
283.8
2702
256.4
246.6
2335
233.8
213.8
213.0
210.8
210.3
202.4
180.3
1627
1887
23,056.2

Analysis includes all creditunions that granted or purchased the highest amount of commercial loans during the six months ended June 30, 2025,
* Credit union has a pending bank acguisition.
Commercial loans include commercial real estate, commercial and industrial, construction and land development, multifamily, farm loans, agricultural production
loans, unsecured commercial loans, and unsecured revolying commercial lines of credit.

Data based on regulatory filings.

Source: 5&F Global Market Intelligence.
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The appeal of diversification

Proportion of

240
78
12.9
322
151
13.5
322
5.6
2.6
467
34.8
259
1.4
12.4
12.8
67.2
74
10.8
3.4
37
1.0



Historically, credit unions' business has been concentrated in consumer segments like
auto loans and 1-to-4 family loans. But as online servicers encroach, particularly when
it comes to mortgages, credit unions are looking to increase commercial lending.

Credit unions have been motivated to diversify their consumer-heavy books in general
to minimize the risks that come with consumer lending as auto lending delinquencies
rise.

Commercial lending also helps credit unions diversify the duration of their loan books.
Historical consumer lenders often have a lot of short-term loans, such as auto loans,
and long-duration loans, like mortgages. Commercial loans "kind of fit right in
between there to balance that duration profile," said Michael Tessier, also a director at
Wilary Winn LLC.

The result is a "very predictable source of yield and also a great source of cash flow
when there's this medium range of duration and they can plan their mortgage lending
or consumer lending around that," Tessier added.

Credit unions also must expand their offerings to remain competitive for deposits with
their community bank counterparts and to win new deposits. In some cases, credit
unions are requiring customers seeking commercial loans to bring over some deposits
or even establish full-banking relationships, experts said.

"They're starting to understand the importance of relationship banking and asking for
all sides of the relationship," McQueen said.



