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Context | Embracing the inevitable change in Canada'’s banking landscape Deloitte
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As we have all heard over Momentum, we are all facing an unprecedented
level of change .... Which creates opportunities + challenges



Credit Union ‘Greater Purpose’ | CUs are on the right side of history Deloitte
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Co-operative values and social purpose form the foundation of Credit Unions; a purpose-integrated strategy offers
a "purpose premium" that can drive a competitive advantage in an increasingly values-driven market

Sources: Deloitte Tool - HX TrustID Value of Trust Analysis 2021, Monitor Deloitte — “The Purpose Premium” Report, Sunshine Coast Credit Union
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Executing on Conditions for Success | ESG as Key Focus
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Credit unions are a leading voice in aligning their ESG activities with their broader corporate purpose to drive
meaningful impact and long-term impact for their members and communities



Executing on Conditions for Success | More Digitally Relevant Deloitte

Market Examples
Beem has a clear digital
aspiration:
) “Most people-first, digital-
Market leaders are setting first Credit Union in the
themselves apart from province”
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To compete with larger incumbents (i.e., Big Banks) and new entrants (i.e., Fintechs) in the Canadian financial services
market, prioritizing investment and innovation in digital experiences is necessary for success



Executing on Conditions for Success | CU Consolidation to Drive Scale Deloitte.
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Proactive consolidation can provide the regional, and potentially national, scale to compete with required
marketplace reach, efficiency and effectiveness

Sources: Press Releases

Notes: (1) Business case approved in July 2024; if application is approved by regulators, both Credit Union memberships would need to vote on whether to proceed with the merger. 6



Opportunity | Marketplace conditions enable disruption Deloitte

Incumbents can be Partnerships are driving Public policy favours
successfully challenged efficiency & effectiveness more competition
Digital-first competitors in Canada are Policymakers are aiming to drive

demonstrating significant growth Credit Unions leveraging partnerships more competition across
potential and actively gaining market are realizing accelerated financial services to create better
share from traditional incumbents that improvements in digital capabilities outcomes for Canadians; Credit
are struggling to innovate rapidly Unions are an answer
Wealthsimple intellect A
EQ Bank & VERIPARK - Canad
A‘ A NI BANK OF CANADA
Sy N Q ebanKkIT e it BANQUE DU CANADA

Market conditions are ripe for disruption in financial services; Credit Unions that strategically invest in these
opportunities near-term can increase market share and solidify competitive differentiation long-term



Headwinds | Increasing pressure of regulation, technology, and efficiency Deloitte
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Regulatory Bar for
Fls is Quickly Rising

Canadian fraud and other scams are
surging at an alarming rate;
consequently, standards for and
enforcement of AML and other risk
protocols are becoming more
stringent in lock-step
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@ Technology Gap

Between Big 5 and
CUs is Widening

Big Banks are investing heavily in core
modernization, data analytics, and Al
to gain a competitive edge; Credit
Unions may struggle to keep up
without earmarked capital for similar
investments
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Efficiency Ratios are
Concerningly High

To keep up with a range of
competitive pressures, the Credit
Union system is struggling to convert
spend into meaningful growth relative
to Big Bank competitors

Canadian Banking o
Efficiency Ratio’ ~44 /0

Canadian Credit Union (o)
Efficiency Ratio? > 70 /O

Canadian Credit Unions should prioritize investments in key efficiency enablers
as essential components for long-term sustainability and competitiveness in an evolving market

Sources: (1) Financial reports; (2) CCUA — Q2'24 Regulatory Performance Report



Headwinds | Higher Costs and Challenges in Consolidation Deloitte
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Cost of Core Payments CU System Complexity
Services will Rise to Makes Mergers Slower
Recover Investments and More Expensive

Increased investment costs due to Key structural impediments will continue
Payments Modernization, regulatory to challenge merger integration:
compliance, and capability
enhancement will continue to drive costs x Limited “aggregation” technology
higher for all competitors platforms in the system
x Multiplicity of technology providers, CU
|I1 tera& /SfVIF»T\ PAYMENTS system providers & partners
: % CANADA x Limited common operating and

technology standards

As the cost of competing in the Canadian financial services market escalates, Credit Unions will need to make
strategic decisions, balancing investments for growth with the need to create long-term operating efficiency



Closing Thoughts for Consideration: Broad Themes Deloitte.

Relentlessly focus on Credit Unions’ “unfair advantage” - they have
never been more impactful.

Technology is a powerful tool to level the playing field. The system

needs fewer and more effective platforms, particularly in payments and
digital

required to drive down BOTH costs from system providers AND costs
by Credit Unions

New partnership and collaboration models in existing and new areas

can be explored to drive efficiency and create incremental value for
members.

Accelerating Credit Union consolidation is inevitable. There is greater
need to create the conditions to enable faster & cheaper integration.
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Closing Thoughts for Consideration: Key Questions Deloitte.

1. Is There Commitment to Collective Sourcing ...

or Not?

Highly Innovative Third Party that Market Forces Align
and Responsive Provides Common Behind Common
System Owned Services to CUs + Providers for Specific

Provider Fintechs Mandates

. » V) VERIPARK
: Intellect
Cuscal a (‘ g G I I Ieo @ @ Design for Digital 9 ebaﬂK]T

The complete payments partner
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Closing Thoughts for Consideration: Key Questions Deloitte.

2. Where are there the Greatest Opportunities to
Drive Collective Efficiency and Effectiveness?

Continued Focus on Renewed Emphasis Elimination of
Payments on Common Barriers to System
Consolidation? Regulatory Gaps? Wide Consolidation?
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Closing Thoughts for Consideration: Key Questions Deloitte.

3. How Can the CU System Accelerate the Pace of
any Collective Change?

Modernize Accelerate Divest Svstermn Assets
Centrals: Mandate, Partnerships with y
and Procure on
Governance, Leaders from Market Terms
Capabilities Outside the System
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