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Income Explosion:  
Turndowns are Nuggets of Gold

Presented by:  Rex Johnson
December 12, 2006
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• Loan Yield Has Become Every Credit Union’s #1 Priority
• Raise loan yield while controlling delinquencies and charge offs, 

and you will raise your R.O.A.
• You CANNOT raise loan yield without taking risk
• You NEED to focus more on C, D, and E paper lending
• You NEED to focus more on unsecured loans, and raise 

unsecured lending to 20% of your portfolio

Loan Yield
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GROSS NET $ OUTSTANDING

• Signature Loans 12.07 10.78 2.6 million
• Unsecured 12.11 10.73 6.6 million
• 15 yr Home Eq. 9.14 9.14 18.7 million
• HELOC 9.03 9.03 7.0 million
• 10 yr Home Eq. 8.78 8.78 20.9 million
• 7 yr Home Eq 8.23 8.23 7.0 million
• New Boat 7.55 7.38 4.5 million
• Used Auto 7.34 6.96 38.0 million
• Used Boat 8.34 6.94 1.5 million
• Indirect New Boat 7.46 6.94 4.2 million
• Indirect UA 7.51 6.81 2.3 million
• New R.V. 6.77 6.77 2.5 million
• 5 yr Home Eq. 6.66 6.66 10.4 million
• New Auto 5.84 5.68 38.0 million
• Indirect N/A 6.80 5.48 3.5 million
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• Training, Training, Training
• Don’t be afraid to take risk
• Reward your employees
• Delight your members
• Communicate, Communicate, Communicate
• Challenge yourself
• Re-Invent yourself
• Don’t let your EGO get in the way

Formula for Success



10

C.U.
Strategy #1

1.
2.

3.
4.

5.
6.

“No Loan Yield” - Very Conservative



11

C.U Rex worked at 5-6 years go – They want to make a commitment to lending.

Now .45%

5.88% -
Goal should
be 8%

3.04% -
Goal should 
be 6%

Not earning money - Very low yield.
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C.U. 
Strategy #2

Very aggressive – Mostly C, D, & E Paper Loans

1.
1a.

2.

5.
6.

3.

4.
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June 2005 June 2006
$50,470,728 $58,803,449

Growth



15

Great, Great Job, Truly Outstanding Performance, and Just Keeps Getting Better! C.U.
Strategy 
#3

1.

2.
3.

4.
5.

6.

10.

7.

8.

9.



16

Growth
3 milion

Goal of 
50m - Big
Opportunity

Growth
47 million

We Could Hit  6 Million



17

1. The loan request doesn’t fit in the box
2. Employees are programmed not to take risk
3. Policies are often written so there is no choice but to say no 

(i.e. Suffering a loss due to bankruptcy is an automatic 
rejection unless the loss is made good)

4. The employee making the decision often does so without 
ever talking to the member

5. Risk scores that are low strongly influence an employee
6. Credit unions are afraid of being written up by the examiners
7. We highlight what we don’t like vs. what we do like
8. Some loan officers become very judgmental because they 

personally have high scores and use themselves as the 
standard

The Top 8 Reasons that Credit
Union’s Turndown a Member
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• Credit unions desperately need more income
• Members are confused and frustrated because they paid us, 

we have their paycheck and now we’re saying no
• Credit union deposits aren’t growing
• Board members are more focused on low delinquencies and 

charge-offs than they are income
• Our employees go somewhere else to get their loans
• Millions of dollars of income are lost to our competitors who 

are willing to take the risk

The Fact of the Matter is:
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• Training, Training, Training
• Your policy should also say the member can only be turned 

down by the decision maker and the decision maker must talk 
to the member FIRST

• Change your policy so that the only reason you can turn a 
member down is you don’t believe the member will pay the 
credit union

What’s the Answer?
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Taking Risk on Car Loans

You Won’t Recapture 
Sub-Prime Car Loans 
Unless You’re Willing 
to Over-Finance.
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Applicant

Name:  John A. XXXXXX

Address:  123 Main Street

City, State, Zip:  Anytown, USA 
12345

Status:  Unknown

DOB:  06/06/1964  42 Yrs Old

Employer:  AVI Food Systems

Position: Delivery Driver

Years: 3.5 years

Gross Income:  $22,360

Job likes him and he likes job

● Joined Credit Union in 2003

Mother’s address, lived with 
her for 20 years

Trans Union Report
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John A.  XXXXXXX SS:  xxx-xx-xxxx
123 Main Street
Anytown, USA 12345 DOB:  06/06/64

S P E C I A L    M E S S A G E S------------------------------------------------------------------------------------------------------------------------
***ID MISMATCH ALERT:  9 INQUIRIES IN THE LAST 60 DAYS
****HIGH RISK FRAUD ALERT:  CLEAR FOR ALL SEARCHES PERFORMED***
***OFAC NAME ACREEN ALERT – CLEAR***

M O D E L    P R O F I L E------------------* * * A L E R T * * *----------------------------------------------------------------------------------
***FICO CLASSIC 04 ALERT:  SCORE= +433 :  SERIOUS DELINQUENCY, AND PUBLIC
***RECORD OR COLLECTION FILED:  TIME SINCE DELINQUENCY IS TOO RECENT OR 
***UNKNOWN; NUMBER OF ACCOUNTS WITH DELINQUENCY; LENGTH OF TIME SINCE
***DEROGATORY PUBLIC RECORD OR COLLECTION IS TOO SHORT ***

C R E D I T    S U M M A R Y-----------------------------------------------------------------------------------------------------------------------
PR=5 COL=5 NEG=9 HSTNEG=3-16         TRD=11     RVL=2     INST=7 MTG=0 OPN=2 INQ=39

HIGH CRED     CRED LIM     BALANCE     PAST DUE     MONTHLY PAY AVAILABLE
INSTALLMENT:      $10.1K$              $                   $10.1K          $0 $126
CLOSED W/BAL: $7417           $7263 $4893
TOTALS: $10.1K $              $ $17.5K          $7263 $5019
------------------------------------------------------------------------------------------------------------------------------------------------------------
REVOLVING (CREDIT CARDS) $500 LIMIT  0=100 POINTS

$100 OWED 80 POINTS
P U B L I C    R E C O R D S------------------------------------------------------------------------------------------------------------------------
SOURCE DATE LIAB ECOA COURT ASSETS PAID DOCKET#
TYPE PLAINTIFF/ATTORNEY
XXXXXXX 1/06R $884 C CI 6/06 XXXXXXX
PAID CIVIL JUDGMENT EPS DEVELOPMENT

XXXXXXX 8/05R $2764 C CI XXXXXXX
CIVIL SUIT FILED ATLANTIC FINANCIAL SER

XXXXXXX 8/05R $4656 C CI XXXXXXX
CIVIL SUIT FILED ATLANTIC FINANCIAL SER

XXXXXXX 2/04R $77 I CI 1/05 XXXXXXX
PAID CIVIL JEDGMENT CITY OF ________
XXXXXXX 1/02R $1683 I CI 1/05 XXXXXXX
CIVIL SUIT FILED OSI/N

830

550

380

Paid by
Garnishments
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C O L L E C T I O N  S---------------------------------------------------------------------------------------------------------------------------------------------
SUBNAME SUBCODE ECOA OPENED CLOSED $PLACED CREDITOR MOP
ACCOUNT# VERIFIED BALANCE REMARKS

NCO FIN  /99 X XXXXXXX          I 3/06 $1025 10  EAST OHIO     09B
10/06A $1025 PLACED FOR COLLECTION

CAVALRY PORT  X XXXXXXX      I 12/04 $163 11  SPRINT PCS  09B
XXXXXXX 10/06A $163 PLACED FOR COLLECTION

FID COLECT      X XXXXXXX          I 4/06 $283 MEDICAL 09B
XXXXXXX 10/06A $283 PLACED FOR COLLECTION

RECOVERY MNG  XXXXXXX        C 5/06 $1878 14  ATLANTIC FINA    09B
XXXXXX 9/06 $1022 PLACED FOR COLLECTION

ASSET ACCEPT    XXXXXX             I 8/05 $119 SBC 09B
9/06A $123 PLACED FOR COLLECTION

T R A D E S ----------------------------------------------------------------------------------------------------------------------------------------------------------
SUBNAME SUBCODE OPENED HIGHCRED TERMS MAZDELQ PAYPAT   1-12   MOP
ACCOUNT# VERIFIED CREDLIM PAST DUE AMT-MOP PAYPAT   13/2
ECOA  COLLATRL/LOANTYPE   CLSD/PD                     BALANCE   REMARKS 

ALLTEL COMM  XXXXXX 4/06  $256 MO 30/60/90
OIB 9/06A $0
I   TELECOMMUNICATION 9/06F $256 TRANSFERRD TO RECOVERY

ATLANTIC FIN F XXXXXX 12/04 $4656 36M286 I09
XXXXXX 8/06A $4906
C    AUTOMOBILE 8/06F $4746 P AND L WRITEOFF

CAPITAL 1 BK B XXXXXXX 3/02 $334 R09
XXXXXXXXX 8/05A $479
I   CREDIT CARD 6/03F $479 CLOSED BY CRDT GRANTOR

ATLANTIC FINF XXXXXXX 4/05 $4513 1M4607 I09
XXXXX 6/05A $0
C    AUTOMOBILE 6/05 $0 TRANSFER
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ATLANTIC FIN F XXXXXXX  12/04 $7239 36M286 IO9
6/05A $0

C AUTOMOBILE 6/05F $0 TRANSFER

PROVIDIAN B XXXXXXX  1/00 $964 R09
2/02A $500

I     CREDIT CARD 9/00F $0 PURCH BY OTHER LENDER

SAGE TELECOM U XXXXXX 2/04 $58 09B
9/04 $0

I     UTILITY COMPANY 7/04F  $58 PLACED FOR COLLECTION

ATLANTIC FIN F XXXXXXX 10/03 $8997 36M361 XX2X221X11X1  I02
12/04A $0 11X111

C AUTOMOBILE 12/04C $0 REFINANCED 18      3/ 0/ 0

KEYBNK/GLHEC F XXXXXX 9/02 $6741 M76 3/04 111111111114  I01
9/06A $0 05   111111111111

I     DEFERRED TO     0515 $6741 PAYMENT DEFERRED 38   0/  0/  7

US DEP ED XXXXXXX 9/01 $3387 105M50 10/05 XXXXXXXXX554  IUR
9/06A $0 $250          05 3111XX1X1

1     STUDENT LOAN $3387 STU LOAN NOT IN REPMT   48 0/  3/  3

I N Q U I R I E S ----------------------------------------------------------------------------------------------------------------------
DATE SUBCODE SUBNAME DATE SUBCODE SUBNAME
11/06/06 XXXX XXXX 8/17/06 XXXX DRIVE FINANC
10/26/06 XXXX DRIVE FINANC : 8/17/06 XXXX COASTAL CR
10/16/06 XXXX SLIMANS SLS   : 8/17/06 XXXX 1ST MERIT
9/28/06 XXXX WF BANK : 8/10/06 XXXX SERPENTINI O 
9/28/06 XXXX COAF : 8/08/06 XXXX CREDO IMS
9/28/06 XXXX DRIVE FINANC : 8/08/06 XXXX GANLEY FORD
9/28/06 XXXX SPITZER AUTO : 8/04/06 XXXX 1ST MERIT
9/25/06 XXXX WOLPOFF & AB: 8/03/06 XXXX COURTESY AUT
9/23/06 XXXX DRIVE FINANC : 7/17/06 XXXX PROGRESSIVE
9/23/06 XXXX MONTROSE LIN: 3/03/06 XXXX NCO GRP
8/26/06 XXXX 1ST MERIT : 1/20/06 XXXX T-MOBILE
8/26/06 XXXX WF BANK : 6/22/06 XXXX 1ST PREMIER
8/26/06 XXXX DRIVE FINANC : 6/04/05 XXXX STERLING INC
8/26/06 XXXX DON JOSEPH T: 5/24/04 XXXX US BANK
8/19/06 XXXX CNAC_OH114 : 3/29/05 XXXX WACHOV/F
8/19/06 XXXX 1ST MERIT : 3/25/05 XXXX COAF
8/19/06 XXXX CPS : 3/25/05 XXXX PRO CAR
8/19/06 XXXX CHASE : 2/05/05 XXXX T-MOBILE
8/19/06 XXXX DRIVE FINANC : 11/08/04 XXXX NES
8/19/06 XXXX AN/MULLINAX  :
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• Direct Deposit
• Regular Savings
• Checking
• Pay off Drive Financial on the car loan
• Give member a credit card with a $500 limit
• All payments will come out of direct deposit
• Raise credit card limit to $1,000 after 12 months
• Lower car rate to 12.5%, to ‘D’ Paper rate, once the score 

reaches 550 – Provided member contacts credit union after 
about 12 months.

The Best Strategy for John:
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• Hold FREE Seminars that are directed to C,D, & E Paper MBRS
• Have a drawing for a $1,000 down payment for a member 

(Note: Member must finance the car with the credit union).
• Refreshments and drinks for attendees
• Show the member how to buy a car

- The dealer CANNOT pull the member’s credit report
under any circumstances

- The member will advise the dealer they have cash and they     
want the very best price          

- The member will let the dealer know that they plan on calling 
their credit union to have them look up the book value

• Members will be approved and given a draft they can use at 
any franchise dealer

Great New Strategy for All Marginal Members
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We Used to Like Them.

Signature Loans
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• Is there evidence the member is making their current payments?
• Has the member slowed down on their spending?
• Are there few inquiries for new credit?
• Is the member willing to shorten the term?
• Do they have a good job?
• Is it likely to continue?
• Do we have direct deposit and/or payroll deduction?
• Finally, what motivated the member?

What to Look for in Approving Unsecured Loans:
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Would You Consider 
a 458 Score?

Taking Risk on Mortgage Loans
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Why is the Loan Worth Considering?

• Wife has a 6 year old job as a school teacher
• Husband is the manager of a grill for 6 years
• Combined incomes are almost $100,000
• Little or no debt
• We have direct deposit on wife where our payments can be deducted
• They are trying to re-establish themselves
• Colorful credit is 2+ years ago
• Few inquiries
• We are getting paid
• They’re excited about becoming a home owner
• Homes are appreciating in this area
• They are more than happy to pay you 9.5%

CHALLENGE TO CREDIT UNIONS:
Look are your losses on mortgage loans and your 
delinquencies.  Are you taking enough risk?

Why is the Loan Worth Considering?



31

Who are you Marketing to?
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We Can Learn from the Competition

How Capital One Auto 
Makes it Easy.
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• Indirect Lending to non-members is usually “one-and-done”
• Members aren’t looking for a new financial institution
• They are not looking for a lifetime relationship
• They simply want a car
• Do not get into indirect lending to build your new member base
• Get into this business for one reason only:  

“To make $ for your shareholders, your existing members.”

Indirect Lending and What’s A Fact?
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<Rex Johnson’s Online Institute>
Webinar #12 ● March 9, 2007 ● 1 PM CST

www.rexcuadvice.com


