
 

The Benefits of Banks Selling Assets to Credit Unions 

Recently, a very small number of banks selling assets to credit unions have begun to garner attention. Banker 
associations manipulate the issue as their next messaging piece to frame the narrative that large credit unions are getting 
even larger by using their tax-exempt profits to purchase the assets of tax-paying depositories. As banks select credit 
unions to purchase their assets, bank trade associations continue to raise arms calling for stricter regulations on credit 
unions. In essence, the theme is that credit unions have gotten too big for their own good. 

Why Do Some Bank Owners Choose to Sell to Credit Unions? 

Banks selling assets to credit unions are a win-win for all parties involved, including the acquiring credit union, the 
acquired bank, the branch employees, and the communities that are better served. Through such sales, the acquiring 
credit unions not only become better capitalized in the long-term, but may expand their field of membership, offer more 
products, and touch underserved communities – all of which helps consumers as local residents and taxpayers. 

Relief from Compliance Burdens. Large banks, including super regional banks, are not looking for acquisitions. This 
opens opportunities for small banks that are still viable but seek to decrease the burdens of regulations and compliance 
which make it increasingly more difficult for small financial institutions to compete. They seek to strike a relationship 
with credit unions.   

Greater Cultural Fit. The St. Louis Federal Reserve Bank recently explored bank asset sales to credit unions and made 
the case that credit unions, because of their not-for-profit community-focused structure, are “preferable suitors” to big 
banks by many of the smaller acquired community banks. The St. Louis Federal Reserve Publication notes, because 
“small community banks tend to have deep ties to their customers… the owners of these banks might prefer to sell to an 
organization that has similar customer-oriented values;” not-for-profit credit unions hold an obvious advantage in this 
regard over big banks. 

Eagerness to Sell to the Highest Bidder. Many of the banks interested in an asset sale often present a negative return on 
investment for their shareholders. Of the 16 banking asset sales to credit unions nationally between 2012 and 2019, most 
had low or negative returns on capital. Additionally, these institutions tended to have less liquidity and lower net returns 
on loans than comparable-sized insured institutions. For financial institutions facing these circumstances, selling to the 
highest bidder readily becomes the most attractive option. 

On this front, credit union bidders present a distinct advantage over their bank counterparts – credit unions are usually 
100% all cash purchasers and provide an instant equity event. Because of this, smaller banks and thrifts are highly 
incentivized to include credit unions as possible acquirers. 

Retention of Branches and Employees. For credit unions seeking to expand their services to new areas, the 
commitment to serving existing accountholders is paramount. Retaining existing bank staff, who have developed 
relationships with those accountholders, has been a key part of the credit union difference in asset sales. 

In addition to retaining employees, credit unions also retain branches. The data on this is clear: since 2004, there has been 
a net loss of 1,722 bank branches in the U.S. and a net gain of 1,649 credit union branches. For a bank owner who desires 
to leave a legacy, the credit union model of retaining staff and branches can be much more attractive than a mega-bank 
buyout that will likely result in closed branches, lost jobs, and the creation of banking deserts for those they once served. 

What is the benefit to credit unions? 

Stronger, More Diverse, Better Capitalized Financial Institutions. Credit unions see the immediate benefit of 
expanding their economies of scale and scope, expanding into new products and fields-of-membership, further 
strengthening their institutions. In every case, the acquiring credit union has demonstrated successful integration of the 
bank. In addition, these credit unions had “…stronger financial characteristic after they acquired other institutions. They 
had higher capital ratios, greater returns on equity, and lower net charge-off loan ratios…” 
 

The Bottom Line 

As highlighted by each of these points, asset sales by banks to credit unions serve all parties involved: buyer, seller, 
employees, and consumers. Bankers associations claiming otherwise are simply looking for any way to discredit credit 
unions and claim an even larger share of the market for themselves. 

 


