
How does the rapid expansion of CUs, in particular under 

the NCUA’s 2017 FOM rule change affect:

• Bank competition in local credit markets? 

• Large vs. small banks?

• Competition in price (loan/deposit spreads)?

What are the credit allocation implications on the rural, 

low-income, and underserved communities?

OBJECTIVES

INTRODUCTION

A look at nationwide expansion of CU after 2017 FOM 

rule change.

METHODS

“The National Credit Union Administration (NCUA) 

Board approves comprehensive changes to the 

agency’s field-of-membership regulations, allowing 

more Americans to become eligible for credit union 

membership.”

                               - NCUA announcement, Oct. 2016
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Rapid growth of U.S. credit unions (CU):

• Total assets have grown fivefold (2000 - 2020). 

• Membership base more than doubled  (2000 - 2020).

• Originates ~30% of new car loans and 25% of 

mortgages as of 2023 Q4.
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Credit Union Expansion and Bifurcation in Local Bank Lending

CU deregulation impact on local credit market:

• Small banks: ↑ deposit rate; ↓ loan rates.

• Large banks: ↓ costly lending, do not adjust deposit 

rates, and eventually withdraw from CU-heavy 

markets.

• Underserved communities credit access improved.

Yi,t =  FCU fractioni × Postt +  × FCU fractioni

+  × Postt + t +  + i,t

Yi,t : Credit union i in year-quarter t

Postt : Dummy for t is in or after 2017 Q1

t ,  : Fixed effects

NCUA 2017 FOM Rule Change:

Nationwide increase in CU market share:

• Use 2015 Q4 Federal CU market fraction (FCU 

fractioni) to measure CU induced competition change.

CU’s Response to 2017 FOM Rule Change

CONCLUSIONS

Bank’s deposit and loan rates:

Bifurcation: Large vs. small banks

Did underserved borrowers benefit?

• Mortgage denial rate in HMDA

Bank branches in counties more exposed to FCUs respond 

to the competition by further increasing deposit rates and 

lowering loan rates.

Small banks aggressively adjust deposit and loan prices to 

defend market share, whereas large banks shift away from 

competition.

Traditionally underserved borrowers benefit from FCU 

expansion.
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