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Protecting An Aging Population From Elder
Financial Abuse

®»

Summary: The number of SARs filed by depository institutions regarding elder
financial exploitation rose 67% between 2017 and 2020. As community financial
institutions strive to stem senior financial abuse, this issue will only continue as

the population is aging. We explain other factors in play and provide three
defenses to combat elder financial abuse.

Did you know that Richard Cadbury was the first to create a box of Valentine’s Day candy at the end of the
19th century? It has grown in popularity since then, with 35MM boxes of heart-shaped candy expected to be
sold today. Indulging in some Valentine’s Day chocolates may be a good way to take a break from today's
problems.

Unfortunately, elder financial abuse is an ongoing and growing problem that bankers need to face. It is
aggravated by an aging population and a rise in self-directed retirement plans that put large lump sums under
the control of elderly retirees. Exploiting the elderly is a consistent money-maker for scam artists. Still, the size
and scope of the problem for financial institutions are eye-opening. Furthermore, it promises to get worse as
the population ages, which means that community financial institutions (CFIs) will need to be extra vigilant
about guarding against elder financial fraud.

SARs related to elder financial exploitation

Interestingly, the total number of Suspicious Activity Reports (SARs) on elder financial exploitation that are
filed annually by all types of financial institutions has been fairly flat from 2017 to 2020. But the number of
SARs filed by depository institutions has risen steadily, from 21.8K in 2017 to 36.5K in 2020. These institutions
accounted for almost 60% of the SARs filed in 2020.

At the same time, some other financial institutions like money service businesses have seen far fewer elder
SARs. This could indicate that scam artists trying to defraud the elderly have been increasingly targeting banks
and credit unions as their preferred vehicle, perhaps because the elderly tend to be loyal and long-standing
customers at these institutions.

The amounts they are trying to extract from the elderly have been rising too. Reported dollar amounts of
suspicious activity by all financial institutions surged from just under $1B in 2014 to $3.4B in 2020. As bad as
these statistics sound, they are only a partial picture. Only a fraction of elder financial fraud is thought to be
reported, often because the victims are embarrassed.

There are several possible reasons for the rise in incident reports at banks and credit unions.

Banks and credit unions have a watchful eye. One possible explanation is that CFls have become more vigilant
in monitoring for elder financial abuse and so are filing more SARs.

Demographics probably play a role. The American population is aging, which provides more possible victims of
elder financial abuse. About 10K Americans will turn 65Ys old every day through 2030; by then, there will be
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74MM of us over 65, or one in every five Americans. Old age comes with a rise in cognitive decline, which
scammers exploit.

A major change in pension style is also coming into play. Earlier generations enjoyed defined-benefit pensions.
When they retired, they received regular monthly pension payments and did not have to manage their pension
assets themselves. But the switch to defined contribution plans like IRAs and 401(k) plans means those retirees
can manage their own retirement funds, and these large lump sums can be tantalizing targets for financial
fraud.

For CFls, combating elder financial abuse promises to be an ongoing battle. Here are three defenses.

+ Regularly train frontline workers in spotting and dealing with potential cases. Knowing where fraudsters
strike can help them in mounting defenses. Deposit accounts and/or fund transfers were involved in more
than half of all reported elder SARS, so those are places to monitor closely for suspicious activity. Unusual
cash withdrawals or checks are also areas to watch.

o Here are some examples:
» Frequent large withdrawals, including daily maximum currency withdrawals from an ATM
= Uncharacteristic attempts to wire large sums of money
» Checks being cashed by a third party that are signed by the customer, but obviously filled in by
someone else

 Detect and flag suspicious transactions. While your back-office systems should track and flag all
suspect activities, the size of an institution’s senior customer base can be indicative of the potential for
abuse. So, it is important for your institution to track the age of your customer base and focus on related
transactions.

+ Educate senior customers to protect themselves. Creating regular communications for seniors will
spread warnings and information on how they can stay safe.
o For instance, the FBI advises that if you or someone you know may have been a victim of elder fraud, file
a complaint with the FBI's Internet Crime Complaint Center at www.ic3.gov. Additionally, the US
Department of Justice’s Office for Victims of Crime created the National Elder Fraud Hotline and can be
reached at (833) 372-8311.

Seniors and their accounts are and will continue to be subjected to financial fraud and abuse. Preventing those
abuses will be a challenge for the foreseeable future, but one that CFls must face head-on.

LOOKING TO GROW YOUR LOAN PORTFOLIO?

Financial institutions are looking for ways to boost their loan portfolio. Depending on your portfolio
concentration, you may need C&l loans or choose a hedging solution to satisfy the long-term, fixed-rate needs
of your customers. Check out our Lending Services to find the right solution for your institution.

ECONOMY & RATES

Rates As Of: 02/14/2022 10:47AM (GMT-0700)

Treasury Yields MTD Chg YTD Chg
3M 0.36 0.14 0.30
6M 0.71 0.22 0.52
1Y 1.05 0.27 0.67
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2Y 1.51 0.33 0.78

5Y 1.86 0.25 0.59
10Y 1.94 0.16 0.43
30Y 2.24 0.13 0.34

FF Market FF Disc 10RB
0.08 0.25 0.15
SOFR Prime OBER
0.05 3.25 0.07
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Customers should rely on their own outside counsel or accounting firm to address specific circumstances. This document cannot be
reproduced or redistributed outside of your institution without the written consent of PCBB.
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