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MILLENNIAL MONEY

The great value of credit unions

By MelissaLambarena
NerdWallet

In the past year, the Federal Re-
serve has employed several inter-
est rate hikes in an effort to stabi-
lize the U.S. economy. Depending
on your situation and financial in-
stitution, your debt may have got-
{en more expensive O your savings
might have grown. As rates con-
tinue to change, it’s worth explor-
ing whether you're still getting the
best offer around.

Compared with big banks, a
credit union can offer decent rates
for stashing your cash or borrowing
money, especially during these eco-
nomic times.

“For folks who are looking for
loans, they can often find a credit
union with lower rates because
credit unions are willing to spend
some of their would-be profits on
lower rates,” says Andrew Lev-
entis, chief economist at the Na-
ticnal Credit Union Administration,
or NCUA. “ That’s one way, tradi-
tionally, credit unions have helped
out their members, particularly in
times when you have rising rates
and there’s more of an urgency to
getting the best deal.”

Here’s what you should know
about these not-for-profit coopera-
tive financial institutions and their
potential to offer big savings.

How credit unions work

Unlike banks that have share-
Tholders to consider, credit unions
return their profits to members like

you.
They offer many of the same

products and services that banks
do, but those might go by different
names. For instance, a checking ac-
count may be referred to as a “share
draft account.” Credit unions may
also belong to an ATM network
that allows you to perform transac-
tions beyond a specific branch.

Generally, credit unions allow
you to join based on where you live,
work or worship. Cther avenues
may include joining through a fam-
ily member or making a small do-
nation to a charitable partner orga-
nization.

“We're required to have a field of
membership, so the member com-
ing in to open an account has to
provide proof of that affiliation,”
says Jim Norris, president and CEO
of SkyPoint Federal Credit Union,
an institution that serves counties
in Maryland, Washington, D.C,, and
Virginia.

There’s typically a one-time
membership fee to join a credit
union, sometimes as low as $5,
which may be used to open a sav-
ings account.

How credlit union rates
compare

Profits at credit unions are re-
turned to members in the form of
low fees, better rates on loans and
higher rates on savings.

The rates for specific prod-
ucts will vary by credit union.
For instance, in the last quar-
ter of 2022, the national aver-
age rate for a “classic” credit card
was 11.96% at credit unions and
13.34% at banks, according to

data extracted by the NCUA from
S&P Global Market Intelligence
databases, a provider of financial
information services.

And while rates may be lower
at credit unions, they can still rise
when the Fed makes increases. At
SkyPoint Federal Credit Union,
rates are automatically adjusted
within a month based on Fed rates,
Norris says, but there’s a limit.

Federal law caps the interest rate
on most loans and credit cards at
federally chartered credit unions at
15%, although the NCUA can raise
that limit temporarily “if interest-
rate levels could threaten safety
and soundness of individual credit
unions,” according to an NCUA bul-
letin. For several years, the NCUA
has maintained an 18% cap, extend-
ing it through Sept. 10, 2024, this
year.

The cap is not affected by the
Fed’s interest rate hikes, so the limit
can be helpful for borrowers with
variable interest rates that might
exceed that amount, If you tend io
carry a balance, it's one way a credit
union credit card can lower costs.

Credit unions may also of-
fer higher savings rates than big
banks, depending on the account.
For instance, in the last'quarter
of 2022, the national average rate
for a five-year certificate of deposit
was 2.33%, compared with 1.58% at
banks, according to that same data
set extracted by the NCUA. You're
likely to find higher savings rates
at an online bank, but credit union
rates make it easy to house ac-
counts under one roof, if that’s your
preference.

Other credit union perks

Profits are also returned to mem-
bers through educational programs.
SkyPoint Federal Credit Union, for
example, works with a credit coun-
seling agency to help members
struggling o pay off debts. Sky-
Point also offers Banzai, a financial
education program for students.

Jayah Kai-samba, a credit union
member based in Texas, has also
seen many programs offered at his
institution.

“They do a good job of educai-
ing their consumers, so they are al-
ways offering webinars or in-person
sessions to do trainings on financial *
education,” he says.

Credit unions may also offer
more options to save, SkyPoint Fed-
eral Credit Union, for instance, of-
fers savings accounts for different
goals including holidays and special
occasions.

Kai-samba uses similar op-
tions at his credit union to save
for specific goals like vacations,
home expenses or holidays. He
has automatic payments set up
to each account from every pay-
check.

“I can have it split up separately,
and it clearly shows how I'm pro-
gressing in each one of those dis-
tinct accounts,” Kai-samba-says.
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