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Millennials contribute $1.3 trillion to annual consumer spending and they are expected to

continue boosting consumer spending for years to come.! In a head-to-head comparison

of different age segments, Millennials show the greatest demand potential for loan
products in the U.S. Mortgages, automotive and credit cards are among the top three
loan products in demand.? Understanding the current borrowing needs and behaviors
of this segment is essential to financial institutions that want to build long-term

relationships with Millennials.

For Millennials,
there’s no place like home

While recent economic upheavals drove some Millennials to
Mom and Dad's place, many seek a home of their own. Thirty-two
percent of Millennial consumers — more than any other segment
— are homebuyers. They are also the largest group of first-time
homebuyers, at 68 percent.

will require assistance from lenders. Ninety-seven percent of
Millennials who bought homes financed the purchase with a
mortgage. With typical down payments of only seven percent, their
mortgages are larger than that of other segments.?

Millennials who don't yet own a home hope they
won't have to wait too long. Seventy percent
would like to purchase their first home in just

70%of

five years.* . ‘
With Millennials coming of age during and after the Great Millennials would
Recession, it's perhaps no surprise that those who buy homes like to purchase
their first home
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Millennials are throttling up
automotive lending

Millennials are beginning careers, marrying and starting families

— all of which usually drive automotive needs. They now represent
more than a quarter of new vehicle sales compared with 14 percent
five years ago, making them the fastest growing consumer segment
in auto sales.®

What's the outlook for financial institutions in automotive lending
to this group? Good — and maybe getting better. Auto loans
represent 14 percent of Millennials' recently opened accounts.®
Approximately 61 percent of Millennials who don't currently own
expect to buy (or lease) a vehicle within the next three years.
Almost 23 percent expect to do so even sooner — within the next
12 months.”

60% of 16-34 year olds and 35% of

35+ Millennials prefer to apply for an
auto loan online vs. through a dealership.®

Millennials lead the “cashless movement”

With the surge in payment options, many have migrated away from
cash. And Millennials are leading the “cashless movement.” Only
about 23 percent of them carry cash, and the amount they carry

is less than $5 in a whole week.? This suggests that they likely use
plastic for most of their purchases.”

The Credit Card Act of 2009 set strict limitations on card
ownership among younger consumers. But since 2008, the
percentage of Millennials owning credit cards has trended upward.
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Millennials, however, are not opening credit card accounts with
the frequency of other segments — e.g., Gen X, at 46 percent.
Credit cards represent 27 percent of Millennials’ recently opened
accounts.”

Credit cards are a financial tool for Millennials. Those who have
them use them a lot, with 43 percent utilization rates — much
higher than other segments."”? Credit cards enable Millennials to
cover emergencies and meet basic cash flow needs. They also help
them to establish credit histories. Millennials also like the rewards
and technology — like mobile apps, automated payment alerts and
online statements — that come with credit cards.”

Millennials are a complex consumer group

Millennials are a vast and very diverse consumer group. Differences
are reflected in their ages, ethnicities, interests and incomes, to
name a few factors. One thing they have in common: Millennials are
fast becoming the most educated generation in American history.
One-third have earned at least a bachelor's degree.™

While college-educated Millennials can be found at every income
level, they tend to have higher household incomes than the general
population.” Education and income, as expected, are likely to play
important roles in Millennials' financial decision making.

An important consideration in marketing to Millennials is life stages.
While the youngest of the group are just completing high school
and setting off for college, the older members are well into careers
and growing their families. Clearly, their financial needs will vary.

Financial services marketers who want to acquire Millennial
consumers with the most potential for profit must ask some key
questions:

* Which financial products are most likely to appeal
to Millennial consumers at particular life stages?

= Can they afford these products?

* How do | get them interested and engaged?

Based on Nielsen's P$YCLE segmentation research, we have
identified 10 consumer segments that may offer
financial institutions opportunities
for growth.
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As lending prospects, Millennials pose a unique challenge to the
financial institutions seeking to attract and serve them. However,
this generation is leading loan product demand, and it is critical

for financial institutions to tap into this growing demand. By

understanding the experiences and life stages of this group,
financial institutions can tailor their programs to market to and

insurance

Our strategic, data-driven marketing programs are

designed specifically for financial institutions.
To learn more about marketing to Millennials,

call 1.800.351.3843, email contactHC@harlandclarke.com
or visit harlandclarke.com/MarketingServices.

serve this generation.
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