Innovation, Strategy, & Leadership:
When Mission Isn’t Enough
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THE FOUR MOST DANGEROUS WORDS FOR LEADERS

"Doesn’t apply to us.”



It's true.
| came from the
“Evil Empire”...
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... but I'm here to
Arm the Rebels.
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' Situation: Headwinds are increasing, while tailwinds subside

The number of both banks and credit unions have steadily declined, despite a long period that
was generally conducive to the traditional business models.
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Rising asset prices
Falling interest rates
Deregulation

Size and scale
Traditional M&A
Cost reductions

Regulatory Moats
Geographic Moats
Narrow scope of
competition

Punitive and junk fees
Local relationships
Branch experience

Exponential increase in competition
Increased member expectations/power
Increased regulatory complexity

Competitive differentiation
True member-centricity
Effective resource allocation



Defining
Characteristics

Winning
Plays
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We're in a New Era
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' What this means for Credit Unions

External shocks increase pressure on the industry’'s fundamental vulnerabilities.

Increasing attrition and
disruption risks...

- Aging member bases
- Low/no-growth legacy markets

- $68T will be passed down to younger
generations who already have
relationships

- Member expectations high and rising
- More competitors than ever

“FUSI®
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...exacerbate existing margin
and liquidity pressures...

- Competition is driving up COF

- Lending opportunities constrained
- Efficiency gains slow to materialize
- Stablecoins and Al agents are likely

to drive faster algorithmic outflows
as deposits become more mobile
and more automated

...exposing the fragility of core
business models for many.

. Reliance on NIM creates

vulnerabilities

- Unit economics favor digital

operating models

- Constrained ability to investin new

ways to acquire and retain
members



' Latent and emerging risks need more attention

9

Talent and These risks are underappreciated and

Erecuion overlooked.

Business

Model Risk Disruption

Risk

Effectiveness of Mitigation Systems

Traditional risk management is
no longer enough to compete

é

Attrition Risk

& Actively managed by Fls>
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) New outcomes require new approaches

CU leaders must balance defending and extending legacy
businesses with creating viable options for the future...

What’'s Now What's New What's Next
Defend and extend Bend the line to Transcend the line
the the line of current higher levels of by creating viable
results. growth, options
Extend Bend Transcend

“:FUSI®
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..with a focus on how we build and execute strategies to
win in a rapidly changing environment.

Strategic Executional Operational
Excellence Excellence Excellence
Making better Getting better at Getting better at
choices about : capturing value from running and

where to play and those choices improving the
how to win existing system

(Extending the Line)

~
Transcending the Line

(Bending the Line)

Value captured across the business cycle



) Four Key Forces Shaping the Next Era

Some familiar challenges, with a few twists, plus some new ones that define the Next Era

External: Disruption and Attrition Risks . Internal: Business Model and Execution Risks

S e D_

- Capital Markets
- Regulators
- Members
- Competitors

- Competition for deposits driving up costs
- Non-interest expenses
- Loan/Deposit Ratio

- Aging member base - Non-Interest Expenses creeping up
- Ever-increasing member expectations - Efficiency Ratios too high
- Increase in competition from all sides - Operational efficiency

- Member acquisition costs

EEEFUSI@N © 2015-2026 Alloy Labs 10
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' Much of the old playbook is no longer effective...

“Success is a lousy teacher. It seduces smart people into thinking they can't lose.” - Bill Gates

Old External Plays Old Internal Plays

B = D_

Slow down and wait - Try to lower deposit rates without losing volume
- Double down on analysis and planning

; - Try to raise loan rates without losing deals
competitors

- Sell more! - Close branches
- Cross-selling campaigns - Exit business lines
- ROI Doom Loop to evaluate new spending - Reduce headcount

- Automation to reduce labor hours

“:FUSIGN
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. ...exposing new risks that are both cyclical and systemic.

“We cannot solve our problems with the same level of thinking that created them.”

Commoditization
has led us to the
Red Ocean...

- Undifferentiated products
and services

- Limited levers to drive
new growth

- “Service” and
“Relationships” no longer
enough

“:FUSI®
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...and the vicious
cycle of expense
cuts...

- Cutting expenses below

current revenue rate has
limited short-term upside

- Confusing investments in

foundational capabilities
needed to win with
discretionary expenses

... kKeeps us stuck in
a Doom Loop as we
treat symptoms...

- Difficulty understanding

ROI, especially on newer
concepts

- Double down on meetings

and spreadsheets

- Paralysis by analysis

© 2015-2026 Alloy Labs

- Albert Einstein

...While under-
diagnosing the

underlying causes.

. Existential internal and

external risks often
overlooked and under-
appreciated:

- Fragility of the core business

model

- Reliance on spread income

and cheap deposits

- Lack of differentiation

12



. Strategy disappears when operations consume everything

It's hard to be “strategic” when all your time is spent just trying to keep up

rates
onboarding system
talent pEXPETICNCC 20 e
o\pa utomation3TOWLh
X banking

Member Experience
moer

committee dilig?::%ce

membersi\Mechnology
keepi ”9& pavients

business
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Where are you most
feeling the pressure?




The New

" Playbook for
- The Next Era |
~ of Financial
~ Services




' The new playbook for the Next Era of Financial Services

Today’s (and tomorrow’s) winners are not just executing the predominant business practices of

the industry incrementally better; they're writing a new playbook.

- Changes create new - Drive efficiencies in core - Focus on jobs to be done,
opportunities business (defense) pains to be relieved &

- Increase speed and agility - Allocate resources to gains to be achieved from
in decisions build differentiation the members’ perspective

- Small bets to test and (offense) - Partnerships are critical to
learn (FIRE- Fast, Iterative, - Explore new business non—rat.e.value
Responsive Experiments models propositions

<:sFUSIGN © 2015-2025 Alloy Labs
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I

- Top-down strategy,

support, and resources

- Bottom-up tactics and

empowerment

- Agile risk management
- Avoid the DROID (the

Dreaded ROI Discussion)

16



) The new playbook for the Next Era

Today’s (and tomorrow’s) winners are not just executing the predominant business practices of
the industry incrementally better; they're writing a new playbook.

\of bk

&i‘;‘iﬂ It is not the strongest of the species that

survives, nor the most intelligent that
survives. It is the one that is most

adaptable to change.

. Changes create new
opportunities

. Increase speed and agility in
decisions

. Small bets to test and learn
(FIRE- Fast, Iterative,
Responsive Experiments

Leon Megginson

Professor of Management and Marketing
Louisiana State University

(paraphrasing Charles Darwin)

<:sFUSIGN © 2015-2025 Alloy Labs
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) 1) Embrace VUCA...

New technologies have created new competitors and new risks, but also new opportunities for
organizations that embrace agility and learning as they improve their innovation maturity.

Broad technological advances of the past ...have led to new financial products and business
decade and a half... models that have reshaped the landscape.
'?' Broadband and Wireless Digital banking

Neobanks

IIIIlll|p  Battery tech and renewables

Open Banking
Mobility, Smartphones & Apps

= =B

Real-time payments

Banking as a Service

Big Data, Machine Learning, and Al

Embedded finance

o1 . .
‘LQ-' APIs, RPA, and loT DLT, blockchain, cryptocurrencies, NFTs

o I Al

-
§
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...and focus on improving speed and agility along the way.

Alloy Labs model
identifies five levels of
Innovation Maturity

Experimentation, speed, and
data-driven decision making are
the biggest drivers

1.Exclusion

 Efforts are few or

non-existent

+ Need for change

2.Engagement

- Efforts are ad-

hoc, informal, or
inconsistent

Change mandate
may be new

Challenged with
alignmentto
strategy and
across LOBs

not recognized or « Paralysis by
prioritized analysis
ALLOY LABS it

0

3.Emphasis -

Focused on
extending and
defending core -
products/
services

Often playing
catch-up from
under-
investment

Stuck in ROI
Doom Loop

Current program
ineffective or
stalled

Challengedto -
prioritize limited
resources

e

Gll

4 Effectiveness

Focused on
putting
innovation into
regular practice

Building an agile
and innovation
culture

Exploring viable
future options

Maturing
risk/reward
evaluations

Regular testing
through proofs
of concept and
pilots

Realizing value
sooner from
partnerships

[y

fi\_ ®

5.Efficiency

Focused on big
strategic or
proprietary ideas

Allocating more
resources to
emerging
businesses

Making more
and larger bets
across a wider
portfolio

Strategic
partnerships
with other
institutions

Policies and
procedures
optimized to
drive speed as a
competitive
advantage

Industry Averages
from Alloy Labs
Assessments of

seven key
dimensions of
innovation maturity

Depth

Risk Management
Consistency
Breadth

Data-Driven

Experimentation

Biggest Drivers of

Speed Innovation Maturity
Maturity Level: 1.00 2.00 3.00 4.00 5.00
Exclusion Engagement Emphasis Effectiveness Efficiency

Disruption Risk:

© 2015-2025 Alloy Labs 19



) “A world that no longer exists”

“In times of change learners
inherit the earth; while the learned
find themselves beautifully
equipped to deal with
a world that no longer exists.”

Eric Hoffer
Author and Philosopher

<:sFUSIGN © 2015-2025 Alloy Labs 20
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“We're strategically
positioned better than
just about anybody out
there. Never in my
wildest dreams would |
have aimed this high.”



“We're strategically
positioned better than
just about anybody out
there. Never in my
wildest dreams would |
have aimed this high.”
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Where is the external
pace of change
outpacing the

@ internal pace most?




The new playbook for the Next Era of Financial Services

True member-centricity comes from deeply understanding the jobs members need to get done

1) Embrace VUCA as the New
Normal

- Changes create new

opportunities

- Increase speed and agility

in decisions

- Small bets to test and
learn (FIRE- Fast, Iterative,
Responsive Experiments

FUSI®

by Alloy Labs
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' 2) Member-centricity must go far beyond “service”

People “hire” products to get specific jobs done. Fintechs have sliced and diced the market by
developing a deeper understanding and creating more effective member experiences.

What is the job the member
needs done?

« What are the other products
have hired to get the job done?

« What work-arounds are they
using to get all of the job done?

« They likely can't articulate it
directly

« “Getting a loan” is not a job to be

done, it's a step in the process

« What's the why behind the why
(behind the why)?

“:FUSI®
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...... JObS tO be Done

What pains are they trying to
relieve?

« What's getting in the way of
getting the job done?

« Annoyances and recognized
points of friction

« Don't stop at incremental
improvement

« The most valuable will be
unarticulated or unrealized
because they are status quo
(e.g., taxis before Uber and Lyft)

« People buy pain relievers more
than vitamins

© 2015-2026 Alloy Labs

What gains are they trying to
achieve?

e Can be well understood and
consciously sought out

* May be hidden or unexpected

« Often social and/or
psychological (status, belonging,
safety, etc.

» Almost always involve tradeoffs

- We are not the rational decision-
makers we believe ourselvesto |
be - we decide with emotion,
and justify with facts
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You have to do
more than put
digital lipstick
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. Rethinking ROI

27+ Carefull

78 BRISTOL COUNTY o%e Powered
f SAVINGS BANK ®e® by Carefull

We noticed an out-of-
character charge in your
account

This may not be an issue, but we're letting you know in case.

AMOUNT

$961.38

MERCHANT

Target

ACCOUNT

Bank of America 4886 Adv. Relationship Bank...

DATE

Monday, Nov 24, 2022

e help

We have you covered.
M You're protected by Carefull’s

ALLOY LABS 22

Articles Login

mu\m COUNTY
&9 SAVINGS BANK

Safer Money by
BCSB

Powered by .3 Carefull

BCSB now provides Carefull, the all-in-one tool to s*s Powered

protect your family’s identity, credit, and money from *+* by Carefull

hacks, thieves, and mistakes. Start by activating your
$1m in identity theft insurance.

Your Weekly
Carefull Digest

) Week of November 12-18

f No concerning activity this week

Our 24/7 monitoring of your identity, credit,
and money found no suspicious or
concerning activity this week

By clicking ‘Activate’ you agree to our terms and privacy policy.

No shortfalls are projected
We expect all your accounts to be in the
green at the end of this month

* Trustpilot

: Your bills are up-to-date
@ I All regular payments we know about have
4.6 average rating been made

See Bill Calendar

1 © Jo] o

WHAT IS CAREFULL?

No Trusted Contacts

A.l. powered protection fro - —eh—
Online Scams

Add Trusted Contacts

© 2015-2026 Alloy Labs

4+

Accounts added per
user, with 2+
institutions average

3X

Emails opened at 3x the
industry average

« Retention
» Expansion

Acquisition

31



What's a job your
members need to get
done where they

@ mustuse another
provider?

?




. The new playbook for the Next Era of Financial Servicesing

Sustainable competitive advantage is a unique set of capabilities that allows one company to
consistently outperform rivals.

i

“Service”
- Changes create new - Focus on jobs to be done, . Drive efficiencies in core
opportunities pains to be relieved & business (defense)
- Increase speed and agility gains to be achieved from ,
in decisions the members’ perspective . Allocate resources to build
. Small bets to test and - Partnerships are critical to - LAt
learn (FIRE- Fast, Iterative, non-rate value differentiation (O,ffense)
Responsive Experiments propositions . Explore new business

2) Build Member-

Centricity Beyond

1) Embrace VUCA as the
New Normal

models

<:sFUSIGN © 2015-2026 Alloy Labs
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' 3) Build a Unique Competitive Advantage...

Broad
NAVY @
ROCKET
-8 Credlt Unlon by Quicken Loans
()
o,
N
(@]
3
©
2
§.
Most CUs < ’
Narrow
Low Product Differentiation High

Michael Porter's Generic Strategy Model

<:sFUSIGN © 2015 - 2026 Alloy Labs 34
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. In most cases adoption/disruption risk > technical risk

All three matter but prioritize Look for fintech partners Avoid the DROID
member desirability first who are reinventing, not just (the Dreaded ROI Discussion)
replumbing

This becomes much easier
to solve when you know |

FIs tend to spend you have something that ‘\\\ Adoption risk is the hidden
far too little time members want. ROI killer (no one buys your
here. Prioritize product)

member validation

Technical and compliance Is now table
sooner. T stakes
People due diligence prevent

(Desirability) failure, but do not

What's the

ROI?

guarantee success
The DROID

&% Test early, often, and late Doom Loop
i Hard to
Business : : Isthere a )
o - quantify
(Viability) cheaper ways?

@  Launchdate is the 50-yard “return”
line, not the end zone

'\

. . Let's have
i q q h time h % Going to the fintech another DoublgDolvvn
s'lcen to spen toohmu,c time here u|U petting zoo does not meeting on Exce
early on. Leverage others’ experience. make you a farmer

<:sFUSIGN © 2015-2026 Alloy Labs
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. We've seen this movie before...

.
Xero R, e (2K Sevexchance

P RESERVE

Y Open Financial Exchange 825& e RBS - T

! y THE FROVEN STAMDATD FOR FIMANITAL DWTA EXCHAM PROJECT
. ) AMENT of AUSTRALIA
L
NP TR APl Access

iiperkstreet

FINANCIAL

Quicken

nnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnnn

1995 1997 1999 2003 2007 2009 2010 2012 2013 2015 2018

Digitized Transactions - Digital CX > NeoBanks - Open Banking -

ALLOY LABS 22



Merchant Cash
Advance

Electronic
Payments

Early Wage
Access

Tax Planning

Expense

Management Positive Pay

Data & Accounts
Analytics Payable

Invoice

Tax Prep
Financing

Accounts Bookkeeping & Integrated

Receivable Integration Finance Apps ‘
@

022 2023\ 2024/ 2025 206 -.
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Americans’ Shadow Financial Lives
m 8°he""9 amazon

: lCard oo ADELTA
Asp”. ation i \ CapitalOne . 2
Do Well Do Good. e \.\\ \ / . C‘ CURVE
BANKOFAMERICA™ZZ ©— \\ | - h_§ . . /. .
‘ Cred:t Cards M b i Al
BANK OF AMERICA % ‘ ] ad “ EE: elle
23 « ‘ CheCk"\g TN Payments .‘ Z
$acoms .\ e ¢ ‘Klarna.

Marcus: . f’"‘ Savings Sgnguard
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P Management .
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DEPOSITS — PAYMENTS PRIMACY

Payments Are Where Deposit Relationships Are Won or Lost

Members don't think about “banking”, they think about getting paid, paying vendors, and keeping cash flowing. The FI that facilitates
those workflows owns the relationship. The Fl that doesn’t is a commoditized rate option waiting to be replaced.

WHY FlIs ARE LOSING GROUND WHAT THE WINNING PLAYBOOK LOOKS LIKE
Silent displacement Make the institution the payment hub
01 PayPal, Venmo, embedded fintech workflows in QuickBooks, Integrate into how businesses actually move money — via business online
Jobber, and vertical ERPs are capturing daily SMB payment banking SSO, not a separate portal they'll never use.

touchpoints. The Fl becomes invisible between statements. . .
Continuously deliver modern payment products

Deposits follow payments Real-time payments, PayPal, Venmo, and embedded workflows — on the FI's
02 FEvwery dollar routed through a non-bank platform is a dollar at risk roadmap, not the core vendor’s.
of staying there. Operational deposits migrate slowly — then Treat payments as a profit center

suddenly. Recovery is expensive and rarely complete. . e
y Y P y P Payments should generate revenue, not just cost. Banks that shift this

Traditional options fall short framing change what they're willing to invest.

03 Core-based solutions are undifferentiated and slow to evolve. Own the roadmap — don’t outsource it

Third-party hubs demand disruptive migrations. Building alone is Shared product development with peer Fls reduces cost and restores
unrealistic. Most Fis default to inaction, which is itself a choice. control. No long-term migration commitments, no external vendor lock-in.

Rebolt is a shared payments platform being developed by and for community financial institutions. Integrates directly into
business online banking and the FI's core to restore payment primacy. Banks get continuously evolving products (starting
with PayPal and Venmo) without going it alone, and without vendor lock-in.

=FUSI®
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What is your

competitive
advantage?*

*Without saying “service”, “relationships”,
“our people”, or “our members”.



) The new playbook for the Next Era

Today’s (and tomorrow’s) winners are not just executing the predominant business practices of
the industry incrementally better, they're writing a new playbook.

¢ 2 /\/‘ — -
I
Competitive Advantage

2) Build Member-

Centricity Beyond

1) Embrace VUCA as the
New Normal

“Service”
- Changes create new - Focus on jobs to be done, - Drive efficienciesin core | _
opportunities pains to be relieved & business (defense) TOp dO\{Vn Sgategy’
- Increase speed and agility gains to be ac,hleved from - Allocate resources to support, and resources
in decisions the members’ perspective build differentiation . Bottom-up tactics and
. Small bets to test and - Partnerships are critical to (offense)
learn (FIRE- Fast, Iterative, non-rate value - Explore new business empowerment
Responsive Experiments propositions models . Ag||e risk management
. Avoid the DROID (the
Dreaded ROI
Discussion)

<:sFUSIGN © 2015-2025 Alloy Labs 43
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' 4) Structure for Success

Re-architected for growth
and agility

Differentiated Experiences

Traditional FlI
architecture

Similar
Relationships

Operations & Risk Operations & Risk
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. 4) Structure for Success

Traditional Fl architecture augmented with new
capabilities to support a differentiated strategy
creates a stronger infrastructure

Traditional Re-architected for
architecture growth and agility

. Differentiated Experiences
Similar
Relationships

Systems and routines to support new forms of
Operations & Risk Operations & Risk
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Internal structures must support testing and
learning with the appropriate level of agile risk
management controls

Governance
o Group
Prioritization a_nd Where should we focus?
Funding
p—— FIRE Break™ —  Ey

Risk/Compliance How do we get to yes?

Guardrails
FIRE Teams"
/Test and Learn How might We...?\

User . ‘ Define

Insights Opportunity Ad hoc, purpose-built
’ ‘ temporary cross-functional
teams conducting Fast,
Rapid Working Iterative, Responsive
Prototy ping Hypothesis

Experiments quickly and

\ Frame ( Chea ply
K Experiment
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Where in your
structure do you
most need to

@ strengthen for this
new era?

?




48

w
“They assumed themselves to be in the j*
railroad business rather than the

transportation business”

T T #
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Innovation, Strategy, & Leadership:
When Mission Isn’'t Enough

JP@AlloyLabs.com
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