(NEWSLETTER ARTICLE)

HEADLINE: Our CU is safe, strong – but feels pinch of the economy

Our credit union is safe, strong and sound. We are a not-for-profit cooperative that is conservatively managed and closely regulated by either the federal or state government.

Further, your savings are insured, up to $250,000, by the National Credit Union Administration (NCUA), a U.S. government agency – and all of the funds insured are backed by the full faith and credit union of the federal government.

But, in these troubled economic times, it seems that no individual, family or institution – even ours – is immune from the effects of the downturn. You will see on our financial report this month that your credit union posted a net loss, which is a change from our long record of positive quarterly earnings.

Our credit union is not alone in this: Many other credit unions all around the country are reporting similar financial results. Here’s why: 

· There are a very small number (28) of wholesale institutions that provide liquidity and investment services to everyday, retail credit unions like ours.
· Because of the nature of what they do, these 28 “corporate” or wholesale credit unions operate in the capital markets.
· Though they invested in securities that were highly rated at the time, these wholesale "corporate" credit unions, like so many others in those markets, have seen the value of their investments decline in the current economic downturn, resulting in losses for some and in two of these 28 wholesale corporate institutions being conserved – or protected -- by the U.S. government.

As in our credit union, deposits in these wholesale corporate institutions are federally insured by the National Credit Union Administration (NCUA). The reserves in this federal deposit insurance fund come from funds contributed entirely by credit unions through insurance premiums we pay annually and a capital deposit equal to 1% of our insured shares. These funds are, in turn, backed by the full faith and credit of the U.S. government.
The federal government is taking action, however, to protect our credit union and all others. They are charging us a higher insurance premium as a temporary and extraordinary action. We will pay our fair share -- but to account for the unexpected cost, our credit union had to post negative earnings of this quarter and may need to do so again later this year.

Fortunately, many credit unions, ours included, maintain plenty of capital reserves to act as a cushion and absorb any unusual and challenging circumstances such as this. In fact the capital ratio for the nation’s credit unions as a whole is more than 10%, which is even higher than the 9% average in the commercial banking industry, and is well above the 7% “well capitalized” threshold for credit unions.
We have the reserves on hand at our credit union to address this situation, and we expect to return to positive earnings again very soon.

We also want to make clear to you that our daily operations are unaffected; we will continue to provide the same high level of quality services you have come to expect – and will receive in the days, months and years to come.

