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Introduction 
In November 2005, the Credit Union National Association (CUNA) Economics & Statistics 
department began a study of the provision of financial services to lower income members.   
For purposes of this paper we define lower income as the bottom two quintiles of the income 
distribution.  As part of this research effort, CUNA retained DataTrac Corporation, the 
nation’s leading independent source of retail deposit and lending product information, to 
conduct a phone survey of financial institutions throughout the nation.   
 
CUNA in consultation with DataTrac identified the five largest banking institutions (i.e., 
banks and savings and loans) and the five largest credit unions in each state and the District 
of Columbia.  These banks controlled $2,952 billion in total deposits or 49.2% of total U.S. 
deposits ($6,001 billion) whereas the credit unions control $228 billon in deposits or 3.8% 
of total U.S deposits and 38.2% of total credit union deposits.  So while the number of 
institutions is low, these institutions control 53% of all U.S. deposits and therefore affect 
many households’ financial situation. 
 
DataTrac staff contacted each of these institutions via phone and asked a series of product 
pricing and service offering questions.  The study focused on several key financial products 
and services that lower income consumers might frequently use.  These included several 
savings products, a loan product and various payment services.  Responses were received 
from all institutions surveyed for an overall response rate of 100%. 
 

Synopsis of Findings 
The survey results confirm that credit unions offer the services that lower income consumers 
might frequently use.  Moreover, credit unions generally provide these services on much 
more favorable terms than do banking institutions, potentially saving the average lower 
income consumer hundreds of dollars annually. 
 
Community-based credit unions in particular are likely to offer these services and to do so at 
substantial savings to consumers. 
 
In the aggregate, we estimate that consumers who are lower income save over $2 billion 
dollars annually because they have access to low-cost credit union services and are not 
forced to use higher-cost banking institutions for their financial needs. 
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Results 
Basic No-Fee Savings Accounts 
Consumers looking for a basic, no-fee savings account are much more likely to find that 
opening it at a credit union is easier than at a banking institution.  Indeed, the typical 
minimum balance to open such an account tends to be substantially lower at credit unions 
than at banking institutions.  The median minimum deposit to open such an account at a 
credit union is $25.  In contrast, the median minimum initial deposit is $100 at banking 
institutions. 
 

Basic No-Fee Savings Account Profile 
 Banking 

Institutions
All Credit 
Unions

Community 
Credit Unions

Minimum deposit to open* $100 $25 $25 
Annual Percentage Yield (APY)* 0.35% 0.95% 0.75% 
Annual Earnings on $100 Deposit $0.35 $0.95 $0.75 
Credit Union Difference  $0.60 $0.45 
* Median value at offering institutions. 

 
At the time the phone survey was conducted, the typical Annual Percentage Yield (APY) on 
these accounts varied significantly between banks and credit unions.  The median APY at 
credit unions was 0.95%, versus 0.35% at banking institutions.  The median APY for 
community credit unions was 0.75%. 
 
There is no state in which the credit union APY was lower than the bank APY.  In six states 
- Alabama, Georgia, Louisiana, Mississippi, Montana, Washington – the credit union 
median savings account APY was 1% or more greater than the median bank rate.  
Mississippi had the highest median rate differential with credit unions paying 1.51% more 
than banking institutions.  In the aggregate, lower income credit union members nationwide 
earned over $3.8 million in additional interest due to the higher rates paid by credit unions 
on members’ no-fee savings accounts.  (See table on page 9.) 
 
Basic Investment Accounts 
Basic one-year certificate accounts are widely available among credit unions and banking 
institutions; however, from a consumer perspective credit unions tend to price these 
accounts more favorably.  
 

Basic Investment Account Profile: One-Year Certificates 
 Banking 

Institutions
All Credit 
Unions

Community 
Credit Unions

Minimum deposit to open* $1,000 $1,000 $500 
Annual Percentage Yield (APY)* 3.21% 3.75% 3.80% 
Annual earnings on $1,000 deposit $32.10 $37.50 $38.00 
Credit union difference  $5.40 $5.90 
* Median value at offering institutions. 
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Overall the median minimum deposit on this account is $1,000 with no difference between 
banking institutions and all credit unions.  However, community credit unions have a 
median minimum deposit level of $500. 
 
Credit unions pay their one-year certificate depositors a higher rate of interest than do 
banking institutions.  The median APY on one-year certificates was 3.75% among credit 
unions -- 54 basis points higher than the banking sector median.   
 

One-Year Certificate Yields
Largest Differences Between Banks and CUs
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At the time of our survey, California, North Carolina and New Mexico reflected the largest 
credit union pricing advantages on one-year certificate accounts.  As shown in the graph 
above, the median yield on credit union one-year certificate accounts in each of these states 
exceeded the median yield at banking institutions by at least 150 basis points (1.50%).   In 
only 3 states was the credit union one-year certificate interest rate lower than the bank 
interest rate.  Nationwide, credit union members earned over $90 million in additional 
interest due to the higher rates paid by credit unions on members’ certificates of deposit.  
(See table on page 9.) 
 
Small-Balance Unsecured Loans 
Credit unions are more likely than the banking institutions to offer small-balance unsecured 
loans at lower cost to U.S. consumers. 
 
 

Basic Loan Profile: Small-Balance Unsecured Loans 
 Banking 

Institutions
All Credit 
Unions

Community 
Credit Unions

Minimum loan amount* $2,500 $500 $500 
Annual Percentage Rate (APR)* 12.76% 10.75% 10.85% 
Annual cost of $2,500 loan $319.00 $268.75 $271.25 
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Annual Credit union difference  -$50.25 -$47.75 
* Median value at offering institutions. 

Overall, the typical credit union offers unsecured (non-credit card) loans for as little as 
$500. This also is the smallest loan amount reported by the community credit unions.  
Banking institutions in contrast, typically offer $2,500 as the smallest loan amount for 
unsecured loans.  Credit unions have lower median minimum unsecured loan amounts 
relative to banks in all 50 states.  
 
Credit unions also charge considerably less than do banking institutions for these small 
loans.  The median Annual Percentage Rate (APR) on small-balance unsecured loans at  
credit unions was 10.75% during the study period, whereas banking institutions typically 
charged 12.76% on these loans.   
 

Rates on Small Unsecured Loans
Largest Differences Among U.S. States
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At the time of our survey North Carolina, Virginia and West Virginia reflected the largest 
difference in credit union/banking institution pricing on these small unsecured loans. 
 
As shown in the graph above, the median annual percentage rate charged on credit union 
loans was at least 4.5 percentage points lower than the median rate charged by banking 
institutions in each of these states.  South Dakota was the only state in which the typical 
banking institution rate on these loans was lower than the typical credit union rate. 
 
Nationwide, lower income credit union members nationwide save over $162 million dollars 
in debt financing costs due to the lower small unsecured loan rates offered at credit unions.  
(See table on page 9.) 
 
Used-Auto Loans 
Credit unions charge significantly less for used-auto loans than do banking institutions, 
according to a recent analysis of credit union and bank used-auto loan rates.  The interest 
rate information was provided by DataTrac in January 2006. 
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4-Year Used Auto Loans 
 Banking 

Institutions
Credit 
Unions

 

Annual Percentage Rate (APR)* 7.86% 5.90%  
Annual cost of $7,500 loan $589.50 $442.50  
Credit union difference  -$147.00  
* Median value at offering institutions. 

 
The median Annual Percentage Rate (APR) on 4-year used-auto loans at credit unions was 
5.90% during the study period, whereas banking institutions typically charged 7.86% on 
these loans.   
 
This rate difference can lead to substantial interest cost savings, especially to those of lower 
income.  For example, the annual interest cost on a $7,500 used-auto loan would be $589.50 
at a banking institution versus $442.50 at a typical credit union. Thus this consumer would 
save $147 annually by having access to this credit union loan product. 
 

Rates on 4-Year Used Auto Loans
Largest Differences Among U.S. States
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At the time of the survey Arkansas, Georgia and Mississippi reflected the largest difference 
in credit union/banking institution pricing on these used-auto loans.  As shown in the graph 
above, the median annual percentage rate charged on credit union loans was at least 2.71 
percentage points lower than the median rate charged by banking institutions in each of 
these states.  In all 50 states and the District of Columbia, credit union used-auto loan rates 
were lower than banking institution used-auto loan rates.  In the aggregate, lower income 
credit union members nationwide save over $673 million dollars in debt financing costs due 
to the lower used-auto loan rates offered at credit unions.  (See table on page 9.) 
 
Money Orders or Official Checks   
Credit unions offer money orders or substitute products such as official checks or cashiers 
checks to help members with routine financial transactions such as paying bills.  Credit 
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unions tend to provide this service at much lower cost than do commercial banks.   
 
The median charge at credit unions was $1.13, and only $1.00 at community-chartered 
credit unions.  These charges are roughly one-fourth the amount of the typical $4 charge at 
banking institutions. This credit union/banking institution pricing profile is similar in all 
states.   
 
In Hawaii and Louisiana, the difference between bank and credit union median money order 
charges was $5.50 and $6.38, respectively, providing credit union members’ significant 
amount of savings on this service.  
 

Transaction Services: Money Orders 
 Banking 

Institutions
All Credit 
Unions

Community 
Credit Unions

Cost per item* $4.00 $1.13 $1.00 
Annual cost for frequent users** $240 $67.8 $60 
Annual credit union difference**  -$172.2 -$180 
* Median value at offering institutions.  **Defined as those who use five items per month. 

 
These cost differences can be substantial especially to lower income members.  Frequent 
users of this service, defined as those who use five money orders/official checks per month 
to pay basic bills would result in charges of $240 per year at the typical commercial banking 
institution (i.e., 5 checks x $4 median cost per check x 12 months).  In contrast, a member of 
a community credit union would pay just $60 for this service (i.e., 5 checks x $1 median 
cost per check x 12 months).  Thus this consumer would save $180 annually by using these 
credit union services.  In the aggregate, lower income credit union members nationwide save 
over $726 million dollars in money order costs due to the lower per item charge at credit 
unions. (See table on page 9.)  
 
Wiring Services 
Survey participants were asked if they offer customers the ability to wire a fixed dollar 
amount to Mexico.  We specifically prompted for Mexico because wiring costs often vary 
by destination.  In any event, survey results show that most responding credit unions offer 
this service and that the charges they impose to do so tend to be substantially lower than the 
charges imposed by banking institutions.  This profile is similar in all 50 states.  
 
In all, 93.7% of responding credit unions say that they offer the ability to wire a fixed dollar 
amount to Mexico, while 87.1% of responding banking institutions do so.  Nearly all 
(94.6%) community-chartered credit unions offer this service.   
 
Survey results show that credit unions typically charge 15% lower fees than what banking 
institutions charge for this service:  The typical charge to wire monies to Mexico was $35 at 
banking institutions, whereas the median charge at credit unions was $30.  The typical 
community-chartered credit union charge was also $30 for this service. 
 
In 37 states, median credit union wire transfer charges were lower than the median bank 
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charge.  Five states reported median credit union wire transfer charges equal to median bank 
charges.  
 

Transaction Services: Wiring Services 
 Banking 

Institutions
All Credit 
Unions

Community 
Credit Unions

Percent offering* 87.1% 93.7% 94.6% 
Cost per item* $35.0 $30 $30 
Annual cost for frequent users** $420 $360 $360 
Annual credit union difference**  -$120 -$120 
* Median value at offering institutions.  **Defined as those who wire once each month. 

 
Again, these cost differences can be great.  Frequent users of this service, defined as those 
who wire monies once per month, would incur charges of $420 per year at the typical 
banking institution (i.e., 1 wire x $35 median cost per wire x 12 months).  In contrast, a 
member of a credit union would pay just $360 for this service (i.e., 1 wire x $30 median cost 
per wire x 12 months).  Thus this consumer would save roughly $60 annually by having 
access to credit union services.   In the aggregate, lower income credit union members 
nationwide save over $301 million dollars in wire service costs due to the lower per item 
charge at credit unions. (See table on page 9.)  
 
Check cashing 
Overall, 12.4% of financial institutions will cash checks for non-customers or non-members. 
In all, 18% of banking institutions, 6.7% of credit unions and 10.9% of community credit 
unions indicate they will cash such checks.  At the time of the survey, federal credit unions 
were not permitted to provide transactions services to non-members.  State law varies as to 
whether state credit unions can offer such services.  This explains the low offering rate at 
credit unions. 
 
The typical charge for this service is 233% higher at banking institutions than it is at credit 
unions.  The typical banking institution charges $10 to cash non-customer checks while the 
typical credit union overall charges $3 while among the community-charters it was $2.50. 
 
For frequent users of this service, those who cash three checks per month, (assuming half of 
lower income members get paid weekly and half get paid bi-weekly) the access to credit 
union membership would result in annual savings of roughly $252. 
Typical banking institution frequent users will incur annual costs of $360 (i.e., 12 x 3 x $10 
= $360), while similar users at credit unions would pay $108 (i.e., 12 x 3 x $3). 
 

Transaction Services: Check Cashing Services 
 Banking 

Institutions
All Credit 
Unions

Community 
Credit Unions

Percent offering* 18% 6.7% 10.9% 
Cost per item* $10.0 $3.0 $2.50 
Annual cost for frequent users** $360 $108 $90 
Annual credit union difference**  -$252 -$270 
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* Median value at offering institutions.  **Defined as those who cash three checks each month. 

 
In the aggregate, lower income credit union members nationwide save over $95 million 
dollars in check cashing costs due to the lower per item charge at credit unions. (See table 
on page 9.)  Now that federal credit unions will be permitted to offer transactions services to 
non-members in the field of membership, the savings to lower income members will 
increase in the future. 
 
The Credit Union Advantage 
The survey results confirm that credit unions offer the services that lower income consumers 
might frequently use.  Moreover, credit unions generally provide these services on much 
more favorable terms than do banking institutions. 
 
The table below provides our estimates of the amount that lower income credit union 
members saved in 2005 as a result of the better pricing that credit unions offered them 
compared to banks.  At mid-year 2005, NCUA call report data shows that there were 86 
million memberships in credit unions.  Based on information from the Federal Reserve’s 
2004 Survey of Consumer Finance, 22.7 million of these members were lower income, i.e., 
having incomes in the lower two quintiles of the distribution.  We made assumptions about 
the proportion of members using each of the services examined based on a variety of 
sources.  The assumptions, sources, and calculations are described in the Appendix.  Based 
on this analysis, we estimate that the direct savings arising from access to low-cost credit 
union service for lower income members totaled over $2 billion in the U.S. in 2005. 
 

The Credit Union Advantage in 2005 
(22,720,000 Credit Union Members) 

 Savings at 
Credit Unions
Compared to 

Banking Institutions
Basic savings (one $100 deposit each) $ 3,808,722
Basic investment (one $1,000 deposit each) $90,212,760
Small balance unsecured loan (one $1,000 loan each) $162,377,750
4-year used auto loan (one $5,600 loan each) $673,307,002
Money orders (frequent users – 5 items per month) $726,267,960
Wiring services (frequent users – 1 wires per month) $301,733,942
Check cashing (frequent users – 3 checks per month) $95,340,000
   Estimated total national 2005 savings $2,053,048,136
 

This estimate does not account for the fact that credit union competition tends to keep 
banking institution pricing more favorable than it otherwise would be. 
 
Also, it is worth noting that, if history is a good guide, the pricing differential between 
banking and credit unions will widen (on both savings and loan products) as market interest 
rates increase.  Thus, credit union loan rates will tend to be even lower than banking 
institution averages and credit union savings yields will tend to be even higher than the 
banking averages in this study.  Of course, any widening of these differences will cause the 
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economic benefit to credit union members to increase from the levels outlined above. 
Appendix 

CU Advantage Table Calculations 
 
 
Basic Savings 
CU/Bank rate difference x $100 x 26.4% of CU members x 32% of lower-income families 
who save* 
*2004 Survey of Consumer Finances 
 
Basic Investment 
CU/Bank rate difference x $10,000* x 26.4% of CU members x 10% of lower-income 
families with CDs* 
*2004 Survey of Consumer Finances 
 
Small Balance Unsecured Loan 
CU/Bank rate difference x $1,000* x 26.4% of CU members 
*2004 Survey of Consumer Finances 
 
4-yr Used Auto Loan 
CU/Bank rate difference x $5,600 x 26.4% of CU members 
*2004 Survey of Consumer Finances 
 
Money Orders 
CU/Bank fee difference x 5 money orders x 12 months x 26.4% of CU members x % of CUs 
offering service x 25% of lower income members who use money orders  
 
Wiring Service 
CU/Bank fee difference x 1 wires** x 12 months x 26.4% of CU members x % of CUs 
offering service x 10% of lower-income CU members who use wiring services 
**Inter-American Development Bank 
 
Check Cashing Service 
22.7 million low-income CU members x 5%*** x 1 cashed check x 12 months x CU/Bank 
fee difference  
***Percent of low-income members assumed to cash 1 check per month. 
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State % of Members in Top 5 CUs 
Alaska 91.7% 
Alabama 38.8% 
Arkansas 40.7% 
Arizona 52.6% 
California 17.0% 
Colorado 35.3% 
Connecticut 36.8% 
District of Columbia 38.4% 
Delaware 56.1% 
Florida 29.7% 
Georgia 36.4% 
Hawaii 37.0% 
Iowa 35.3% 
Idaho 39.8% 
Illinois 25.6% 
Indiana 24.5% 
Kansas 31.6% 
Kentucky 39.6% 
Louisiana 26.7% 
Massachusetts 25.7% 
Maryland 34.2% 
Maine 15.9% 
Michigan 13.0% 
Minnesota 29.4% 
Missouri 36.5% 
Mississippi 51.0% 
Montana 39.4% 
North Carolina 62.0% 
North Dakota 42.8% 
Nebraska 36.0% 
New Hampshire 65.7% 
New Jersey 23.9% 
New Mexico 47.4% 
Nevada 55.3% 
New York 19.2% 
Ohio 14.1% 
Oklahoma 41.1% 
Oregon 38.6% 
Pennsylvania 22.3% 
Rhode Island 61.8% 
South Carolina 45.8% 
South Dakota 44.5% 
Tennessee 27.8% 
Texas 20.9% 
Utah 54.7% 
Virginia 69.0% 
Vermont 63.4% 
Washington 33.1% 
Wisconsin 22.7% 
West Virginia 33.8% 
Wyoming 45.6% 
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