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ABBEY The Rising Financial Clout Of Millennials
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Summary: Millennials seem to be lagging behind their generational cohorts
financially. Yet, there are indicators that this could be changing. Compared to baby
boomers, millennials had higher incomes and more financial assets at 40. Let’s
look at the financial challenges this demographic faces and the traits that make
them solid, profitable bank customers.

CITY OF WESTMINSTER

Can you guess the band with the most songs hitting #1 on the Billboard chart? If you are a baby boomer, you
likely guessed The Beatles and you are right. They had 20 songs topping #1. While the boomers enjoyed The
Beatles, the millennials preferred the music of The Wallflowers, Smashing Pumpkins, Green Day, and Foo
Fighters. The band names definitely got more creative as time went on!

Millennials may be creative, but many have struggled financially. It has been widely accepted that this
generation is not doing as well as other cohorts. However, there are some signs that this could be changing.

A writer at Bloomberg recently took a look at the financial state of millennials who turned 40 in 2019 and
compared the results to baby boomers who turned 40 in 1989. The analysis, gleaned from the 2019 Fed Survey
of Consumer Finance, yielded some surprising insights. Adjusted for inflation, millennials had higher incomes
and more financial assets than baby boomers at the same point in their lives.

But, if this is the case, why haven’t we seen more evidence of financial strength from millennials?

Student debt remains a financial drag. High on the list of worries for this demographic is student debt,
which was minimal when boomers went to college. According to Experian, student loan debt hit $1.57T in 2020
among 165.2MM accounts with an average balance of almost $39K. High levels of student debt explain why
millennials have almost twice as much debt as boomers did at age 40.

However, one positive outcome of all that student debt is that millennials are more educated than boomers,
with 69% of millennials having some education beyond high school compared to 54% of boomers. That extra
education likely contributed to the higher income millennials earned and will continue to serve this generation
well, as our economy demands more skilled and educated citizens.

Financial focus is split. While retirement plans have helped millennials amass financial assets, they are still
not participating as much as they could. Bank of America’s Better Money Habits Millennial Report 2020
reported that almost a quarter of millennials with retirement savings have $100K or more. But, 27% of
millennials are not saving anything for retirement.

Millennials (between 24 and 41Ys old) find that retirement isn’t the only investment for consideration. If they
received an extra $10K, 20% said they would use it towards a down payment or invest in their current home,
11% would add it to their retirement fund, and 10% would invest it elsewhere. Not only that, but according to a
Harris/CNBC Poll, 77% of older millennials prioritized paying for their children’s education over retirement
investments.
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Still, despite their current financial situation, many millennials have three important traits that make them
responsible and profitable customers.

1. Started investing early. Millennials started earlier than Gen X (30Ys) or boomers (33Ys) in saving for
retirement (24Ys old). This shows that they understand the value of saving and, with some guidance, can
properly prioritize their overall financial well-being.

2. Willing to sacrifice for the goal. They are willing to sacrifice in the short term for a financial goal. According
to the 2020 Millennial Money report by Bank of America, 90% of millennials would cut back on certain
expenses for the sake of a financial aspiration, with 70% eating out less and 36% cutting gym
memberships. This inclination to sacrifice is an important clue in finding solid, profitable, future borrowers.

3. Want guidance. According to the Nationwide Retirement Institute’s sixth annual Advisor Authority Study,
75% of millennials said they had a financial advisor in 2020, up from 50% in 2016. While 84% were
confident on how to manage their finances, they realized that they could be “blindsided by outside events.”
This sentiment is likely part of the residual effects of both the Great Recession and the pandemic. But, as
their banker, you can help them down the right path while gaining and retaining them as solid customers.

FLEXIBLE SOLUTION TO FIT YOUR CECL NEEDS TODAY AND TOMORROW

We know that not every banker has the same needs. So CECL FIT is flexible to adapt to fit your portfolio. Start
small with CECL FIT Basic Tier and you can grow into a larger tier if you need to later. Learn more about our
CECL solution.

ECONOMY & RATES

Rates As Of: 07/23/2021 05:33AM (GMT-0700)

Treasury Yields MTD Chg YTD Chg
3M 0.05 0.00 -0.04
6M 0.05 -0.01 -0.04
1Y 0.07 0.00 -0.04
2Y 0.21 -0.04 0.09
5Y 0.74 -0.16 0.37
10Y 1.30 -0.17 0.38
30Y 1.94 -0.15 0.29

FF Market FF Disc 10RB
0.10 0.25 0.15

SOFR Prime OBER
0.05 3.25 0.08
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