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As financial institutions look at areas of opportunity for growth and new revenue
streams, one that has become a primary focus is the potential within the mass
affluent segment. Yet, this segment has proven to be difficult to penetrate. Rather
than a homogenous group, the mass affluent tend to be quite diverse – ranging
from young professionals to retired people.

In order to further understand key opportunities and challenges in attracting and
retaining these important customers, BAI hosted a September 2013 roundtable
comprised of an intimate group of senior level financial institution executives
responsible for the mass affluent segment. The BAI Executive Roundtable:
Engaging the Mass Affluent Segment, sponsored by SAS, allowed executives
the opportunity to engage in an open exchange of ideas and best practices.

We are pleased to present in this whitepaper, perspectives and insights from
the roundtable discussion, supplemented with additional content garnered from
industry trends and information. We hope that this resource can add value to
business planning and decision making, as financial institutions seek to better
understand and serve this crucial group of customers.
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BAI MASS AFFLUENT EXECUTIVE
ROUNDTABLE PARTICIPANTS

The BAI Executive Roundtable: Engaging the Mass
Affluent Segment, sponsored by SAS, drew senior level
executives from across the country to convene and build
a better understanding of the mass affluent, and how
banks can develop strategies to effectively penetrate
this diverse segment. Held in September 2013 in
Chicago, the roundtable included executives that oversee
strategy, delivery, segmentation, sales effectiveness,
product development and marketing efforts for wealth
management, private banking, small business and mass
affluent segments. Participating institutions included:

(Dollars in millions)
Bank of America Merrill Lynch
New York, New York
Total assets: $2,128,706
AUM: $743,600

BB&T Corporation
Winston-Salem, North Carolina
Total assets: $181,050
AUM: $35,224

BMO Harris Bank
Chicago, Illinois
Total assets: $113,052
AUM: $11,000

Commerce Bank
Kansas City, Missouri
Total assets: $22,462
AUM: $20,400

Fifth Third Bank
Cincinnati, Ohio
Total assets: $125,673
AUM: $27,000

Regions Bank
Birmingham, Alabama
Total assets: $116,937
AUM: $9,280

SunTrust Bank
Atlanta, Georgia
Total assets: $172,033
AUM: $99,800

U.S. Bancorp
Minneapolis, Minnesota
Total assets: $360,681
AUM: $105,704

Wells Fargo & Company
Charlotte, North Carolina
Total assets: $1,488,055
AUM: $537,111

Total assets based on data for bank holding companies as of
December 20, 2013.
Source: SNL Financial Corporation.
© 2014 American Banker

Assets under management (AUM) based on data from ll 2013
Top 300 Money Managers © 2014 Institutional Investor LLC,
and updated with data from recent press releases and other
bank reports

Executive Summary

In the quest for growth and new revenue, financial institutions have
turned their focus to mass affluent customers. As evidenced by insights
from the BAI Executive Roundtable: Engaging the Mass Affluent Segment,
this group of customers has proven to be difficult to penetrate and
engage. In order to successfully approach the mass affluent, a deeper
level of understanding is required as this group is comprised of many
sub-segments that have diverse financial needs, expectations and
preferences. Mass affluent customers span a large age range from
young professionals to retirees, and as such have many different financial
goals across consumer life stages such as buying a home, saving for a
child’s education, cash management, and planning for retirement.
Adding to the complexity, it is also vital that banks have clear insights
into channel usage and preference. Gen X and Y utilize mobile and
online channels differently than boomers, and the expectations of a
seamless customer experience are high for younger customers,
especially as it relates to usability and real-time functionalities.

Because of the diversity of the group, it is important to ensure that
your financial institution develops distinct value propositions and
communicates effectively to each of the sub-segments. Identifying
clear segmentation strategies and using data, analytics and modeling
can help you accomplish this.

An understanding of customer data becomes even more complicated,
however, when you consider the challenge of the organizational
alignment and structure of financial institutions. While business lines are
generally siloed, the needs and expectations of mass affluent customers
are not, and deciphering the large amounts of data that cut across the
various lines of business can be a difficult obstacle to overcome.

A special thank you to our

roundtable participants for

sharing their views on these

critical trends and issues.
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Featured Insights from
Roundtable Participants

Throughout this whitepaper,
you will find comments and
observations from roundtable
discussions to help stimulate
dialogue and fresh thinking
at your organization.

Mass Affluent in Profile

Mass affluent customers are a large and attractive segment for financial institutions
to pursue. There are approximately 13 million mass affluent households in the
United States, representing over 11 percent of all households, holding an estimated
US$7.5 trillion in investable assets.1

The mass affluent are generally well educated, smart, savvy and in control of their
finances. They have a variety of needs – whether it’s retirement, sending children off
to college, or saving for a home or other significant purchases. While they do not
necessarily have high net worth, these customers are also not living paycheck to
paycheck. They have an average of more than US$100,000 in household income
and between US$250,000 – $1 million in investable assets.1

This segment’s broad set of needs makes it challenging to serve them. The core of
their needs centers around easy to use, reliable, simple solutions – in terms of overall
experience and accessibility. They want to be able to move money from one account
to the other, having multiple access points, including branches, online and digital as
well as ATMs. Access to education and guidance on personal financial management
is also important. They are looking for products and services that uniquely meet their
needs, depending on what they are trying to accomplish at any particular moment.

The relationships that the mass affluent have with their financial institutions should be
finely tuned according to what life stage they are in – young professional, growing
family, planning for or in retirement. Their needs and priorities will evolve, but central
to the value proposition is simplicity and convenience.

Young Professionals (looking to simplify their lives)
ATTRACT: Need attraction strategies for this group. They value products
that make their life simple. They are tech savvy and tend to be self directed.
High use of investment and credit products.

MASS AFFLUENT MARKET SUB-SEGMENTS

Source: Merrill Edge

Established Professionals (assuming more responsibilities)
CROSS-SELL: Combination of attraction and cross sell strategies. They lead
an active lifestyle. Concern for paying off debt and saving for education.

Pre-Retirees (planning for retirement)
EXPAND: Primary focus is saving for retirement. They prefer to buy from
recognized and trusted entities. Look for advice.

Retirees (preserve wealth)
MAINTAIN: Generally looking to preserve wealth, rather than grow assets.
Tend to consolidate assets among institutions.

“Assumptions made on past
generations no longer apply,
and we need to fundamentally
shift our thinking. The idea of
life stages, for example, is not
relevant for Gen Y. However,
they do recognize the need
for someone to show the way
in terms of prioritizing and
time management.”

1 2012 Nielsen Report: Affluence in America: A Financial View of the Mass Affluent. Based on Nielsen Financial
Track 2011 and Nielsen P$YCLE Segmentation
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“The product and segment
challenges increase as the offers
become more differentiated.
There is a struggle on the data
side too with the ability to
recognize a customer in the
different channels. There is also
a tension between simplicity and
accuracy. It is customer preference,
but who asks the customer?”

Mass Affluent in Profile (continued)

THE MASS AFFLUENT SEGMENT

Well Educated,
Smart and Savvy

Taking Control
of Finances

Have a Variety
of Needs

Source: Nielsen Financial Track

US$100K+
Average U.S.
Household Income

50% Higher
Household Income than
U.S. National Average

13 MM
U.S. Households

11%
of U.S. Households

US$250K – $1MM
Household Investable
Assets

US$7.5T
U.S. Aggregated
Investable Assets

Mass Affluent Client Needs

“Smart, innovative and
personalized service that
recognizes and rewards
my relationship.”

— Easy to use, reliable, secure,
clear and straight forward

— Integrated view of all accounts

— Physical, virtual and
mobile access

— Access to local experts and
tools and guidance

— Differential product and
service experience

SOURCE: MERRILL EDGE

Roundtable Perspectives: Definition of the Mass Affluent and Wealth
Management Segments
How a financial institution defines its mass affluent segment can depend on many
factors, ranging from asset size to organizational structure and business strategy.
For the majority of the nine participating banks at the BAI Mass Affluent Executive
Roundtable, the starting dollar amount for mass affluent was $100,000 in investable
assets and the upper limit was typically $500,000 or $1 million, with one institution
reaching as high as $3 million. Beyond investable assets, some participants consider
income producing assets or total loans, deposits and investments in defining mass
affluent. When it comes to describing the wealth management segment, the majority
of participants listed customers with $1 million plus in investable assets as belonging
to that group. As this segment generally encompasses private banking as well
as other areas within wealth management, several institutions cited assets of more
than $250,000 or $500,000 as the criteria for the wealth management segment.

$0 $500K $1MM $1.5MM $2MM $2.5MM $3MM

(Dollar amounts are for investable assets, unless noted)

* In income producing assets
** Also consider $250K in total loan, deposits and investments
*** Includes private banking and other areas within wealth management

INVESTABLE ASSETS BY SEGMENT

MASS AFFLUENT SEGMENT

$50 – $250K (1 bank)

$100 – $500K (1 bank)

$100 – $500K* (1 bank)

$100K – $1MM (3 banks)

$250K – $1MM (1 bank)

$100K – $3MM** (1 bank)

Up to $2MM within next 12 months (1 bank)

WEALTH MANAGEMENT SEGMENT***
$250K+ (2 banks)

$500K+ (1 bank)

$1MM+ (5 banks)

$2MM+ (1 bank)
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Shifting Priorities

Over the last five years, mass affluent customers have moved from responding to
the financial crisis and immediate debt concerns to setting a long-term vision around
saving for retirement. This is a critical trend for financial institutions to be aware of in
developing their long-term strategies to focus on engaging this segment.

FROM 2008 TO PRESENT – CHANGING TOP FINANCIAL PRIORITY

GEN Y
22%
scoring a
job

21%
saving for
retirement

GEN X
34%
paying off
debt

Boomers

44%
saving for
retirement

50%
saving for
retirement

37%
paying off
debt

Source: Merrill Edge® Report: Fall 2013*

1) Their 401K plan (32%)

2) The public sector
and social security (69%)

3) A monthly budget (68%)

4) Living a more
frugal lifestyle (53%)

5) Paying their bills
each month (48%)

MASS AFFLUENT PREPARE FOR RETIREMENT

The mass affluent have material
ground to cover in order to achieve

their retirement goals...

Mass Affluent Retirement
Average Goal

AGE RETIREMENT SAVINGS

...and plan to meet their goals
by relying on...

$730K

$160K

66

55

...however, 61% realize that just relying on the above steps will not be enough
and believe they will need to delay their retirement.

Source: Merrill Edge® Report: Fall 2013*

“It’s encouraging to see that
mass affluent investors are
switching to a long-term
view of their finances and
are looking to place debt
behind them. While many
are focused on planning
for financial security
throughout retirement
years, there are interesting
differences between the
retirement goals of women
and men in various regions
across the U.S.”

ALOK PRASAD,

HEAD OF MERRILL EDGE

“You might start with a mass
affluent lens in terms of
improving customer experience,
but you will end with improving
experience across all segments.
The technology we thought
would be relevant to Gen Y
turned out to be relevant for
mass affluent too.”

*Bank of America’s Merrill Edge® Report is a semi-annual study that offers an in-depth look at the financial concerns,
priorities and behaviors of mass affluent customers.
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Leveraging Data to Engage the Mass Affluent

Clearly, a better understanding of the four identified mass affluent sub-segments is
essential if banks are to effectively engage and retain these customers by meeting
their needs and expectations. Today’s segmentation efforts are often rudimentary,
and usually involve overlays and some age, income or asset segmentation. These can
be very effective for their purpose, but with the advent of social media and other
channels of communication, segmentation platforms must move to the next level.

Insights derived from customer data are critical in the process – from determining
the offerings to be presented and who should receive them, to what channels will
be used, based on customer preferences. A key challenge is the ability to leverage
this rich data to meet the needs of the mass affluent, particularly through digital
channels. But financial institutions are struggling with structured, semi-structured
and unstructured data. The data is large and diverse, and data that diverse comes
from multiple sources across the institution. Additionally, the expertise to analyze
this large, diverse data (or Big Data) is also garnered from multiple sources. These
two factors highlight the need for analytical centers of excellence as described by
experts, including Thomas H. Davenport, best-selling author on analytics.

As financial institutions develop and refine strategies to attract and retain the mass
affluent, it is vital to look at these customers in the context of segmentation. If
particular results are simply considered in terms of age and income, they present
one profile. Whereas when viewed through the prism of rigorous analytics, variations
of the profiles begin to appear that can inform, and therefore change, an institution’s
mass affluent strategy.

To start, banks can look at their existing customers’ demographics, behavioral
characteristics and life stages such as planning for retirement or sending children
off to college. Next, segment the mass affluent customers into sub-segments, to
enable the fine-tuning of offerings and communications. Banks can then determine
the best way in which to reach and communicate with these sub-segments. Digital
marketing strategies and tactics should be a part of the mix as these channels offer
a high return on investment and provide concrete performance metrics. Once the
bank knows which customers it wants to target and the best way to engage them,
further analytics can increase the probability that the interaction is going to be
successful. By analyzing the data, a model can be created that shows the best time
for the highest likelihood of open rate, click through or other tracking metrics.
Additionally, following the digital behavior of existing bank customers provides the
opportunity to further refine offers and communication to more precisely target the
recipient’s needs – becoming a segment size of one.

Personalized, real-time offers and communication are important, not just to
increase the probability of success with the customer, but to manage the
economics of the segment itself. Moving to digital channels allows banks to
cost effectively interact directly with the customer, rather than financial advisors
meeting with customers in person.

“If a wealth management client
calls with an issue, the banker can
most likely solve it. Addressing an
issue becomes more complex with
a mass affluent customer as the
relationship may cross several
different processes, such as fraud,
debit card, credit card, mobile and
online. This makes the relationship
difficult to expand and manage.”
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The Challenge and Power of Data

Banks typically face the challenge of being data rich and information poor as they
struggle to get a complete picture of a customer. Achieving that coveted 360 degree
view of the customer across all channels is made more difficult by the siloed nature
of banks' infrastructure. A recent survey of challenges facing senior marketing
executives in financial services and other industries by The Economist Intelligence
Unit showed the internal barriers that impede marketing from delivering more value
to the organization. Two of the top three responses from financial firms were focused
on data-related challenges – whether it be turning data into actionable insights or
difficulty in mining it.

That same survey also identified views of financial services firms on the most effective
channels for customer engagement – both today and three years out. Perhaps, not
too surprisingly, face-to-face is still the dominate channel today by a large range of
64 percent. However, high-scoring channels for engagement in the future show
social media coming on strong at 51 percent, and online and mobile becoming
as important as face-to-face, with scores of 43 percent each. Ultimately financial
institutions will continue to strive to deliver a consistent and convenient omnichannel
experience to customers across channels and devices.

What does all this mean for bank executives, particularly as they seek to engage
and retain the mass affluent segment? There are three trends to keep top of mind:

— Rapid growth of digital channels with the mobile channel growing the fastest.
These are the key platforms for delivering timely, relevant, personalized customer
experiences to the mass affluent segment.

— Continued volume and use of data within top tier institutions that are already
using big data. This will only continue to grow as the need for banks to gain
greater insights into customer behavior in digital channels increases. Priority will
be to focus on the right data versus all the data.

— The need to become more analytical is particularly true for chief marketing
officers. There is more pressure than ever to be able to measure results of, and
deliver a high return on, marketing investments, especially in an era when budgets
tend to be flat. At the same time, there is a need to be more creative in raising the
visibility of the brand and communicating the value proposition of financial
institutions in what is increasingly a crowded market.

“The challenge for bank leaders
is to provide crystal clarity on
expectations. The more flexibility
you create on the bank side,
the less confidence that a
consistent customer experience
can be delivered. Every time
there is a variability or nuance,
it’s not scalable.”

“Data-driven decision
making is not just about
how much data and
technology you’re using,
but how to accelerate
decision making. It’s easy
to play around and explore
the data. This process can
then be handed off to data
modelers to develop a
predictive model. Before
this procedure took a long
time, now it can be done
in a day.”

DAVID WALLACE,

GLOBAL INDUSTRY MARKETING

MANAGER, FINANCIAL SERVICES

SAS INSTITUTE, INC.

TURNING DATA INTO ACTIONABLE INSIGHTS
Internal barriers that impede marketing from delivering more value to the organization

Source: The Economist Intelligence Unit, The Promise of Real Time Data, 2013.

FACE-TO-FACE TODAY BUT DIGITAL DOMINATES IN FUTURE
The most effective channel for customer engagement in financial services now, and in three years

NOW IN THREE YEARS

Inability to turn data
into actionable insights

Social media

Face-to-face

Mobile devices

Online media

64%

15%
51%

43%

43%

43%

FINANCIAL SERVICES OTHER INDUSTRIES

11%

21%

40%
32%

32%
25%

Difficulty in mining “big data”
for customer insights
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Analytically Driven Segmentation

As financial institutions pursue revenue growth, customer retention and profitability,
building an analytical framework can help deliver superior results for marketing
strategies. Analytics allow for more informed decisions which ultimately lead to
better results.

— Analytically driven, granular segmentation enables identification of different
customer segments that are most likely to respond to specific campaigns or
marketing actions.

— Predictive modeling capabilities enable specific target populations to be
identified that are likely to respond positively to a specific campaign or other
marketing activity. These capabilities can also be used to better understand
and more precisely predict the behavior of targeted groups.

—Optimization capabilities help financial institutions maximize economic
outcomes by making the most of each individual customer communication taking
into consideration resource and budget constraints, contact policies and the
likelihood that customers will respond.

DRIVING RESULTS THROUGH SEGMENTATION

Who are our
targeted customer

groups?

What are their
key characteristics

and value
proposition?

Customer
Strategy

Who are our most
valuable customer

segments?

Which treatments/
offers should be

presented to
each segment?

Key Outputs:
— Differentiate customers based on segments
— Segment treatment strategies
— Marketing optimization (based on resources)

Drives
INITIATIVES

Enables
CUSTOMER

INSIGHT
CAPABILITIES

CUSTOMER
SEGMENTATION

The foundation for this analytical framework is access to comprehensive, clean customer data that can
be analyzed to create unique customer insight and effective segmentation. This data source should be
continually updated based on interactions with customers and prospects, ranging from purchase
transaction data to online data from the bank’s website users and direct marketing response data.

Financial Services
Marketing Best Practices

STRATEGIC SEGMENTATION

> Analytical and
Operational Profiling

> Predictive and
Analytical Modeling

> Customer State Changes

> Event Triggering

> Real-Time Decisioning

CAMPAIGN EXECUTION

> Collaborative Marketing

> Channel Coordination

> Coordinate Inbound and
Outbound Marketing

> Decision Optimization

> Marketing Campaign
Optimization

> Real-Time Interactions
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The Path to a Personalized Customer Experience

As noted previously, a key challenge is to focus on the right data to discover
deeper insights about mass affluent customers and their wants, needs and
behaviors. Through segmentation, banks can more precisely target offers and
communication to address specific customer needs.

— Start by segmenting data on existing customers using different analytical
techniques and try to group them together. The goal is to identify a series of
segments that are as close as possible to being alike to more precisely target
customers through digital channels. Recent BAI Solutions Demand Pulse1 surveys
reveal that segmentation is a top priority for retail marketing in financial
institutions with $10 billion or more in total assets.

— Apply analytics to gain a better understanding about customer behavior today
and what tomorrow’s behavior will most likely be as it relates to purchases of
future products and services for cross-sell, up-sell and retention modeling.

— Add behavioral data from external sources to enhance the modeling process,
including social media and web behavior.

—Maintain high quality, consistent data about clients and their behaviors.
This is key to the process that feeds the analytics, which provide the advanced
insights needed to make specific investment decisions, including which offers
and communications are sent through what channel to attract this segment.

“Clients are going to demand
to do certain activities online.
As an industry, we need to find
a way to satisfy our fiduciary
responsibility while meeting
the client needs online.”

INFORMATION AND ANALYTICS DELIVER DEEP CLIENT INSIGHTS

Navigate large data
volumes by specific

data attribute(s) in order
to gain insights and

market most effectively
to the client.

Apply predictive 
and descriptive 

modeling techniques 
in order to understand 

client behavior
more deeply.

Provide an integrated
environment to manage

big data as a valued
asset for operational

processes and strategic
decision making.

Improve retention,
cross-sell and up-sell by

identifying social communities
based on relationships between
clients; measure, segment and

target clients based on
social influence.

Social
Network

Customer
Lifetime

Value

Forecasting

Models

Segmentation

Data
Quality

1

4

2

3

“Clients, regulators and financial
services providers – all three are
different. The industry likes to
think advice is one thing, and
guidance another. The customer
doesn’t necessarily see it that
way. We’ve worked very hard
to build good relationships
between private bankers and
financial advisors. We try to put
the specialized advisors in high
opportunity situations.”

1 BAI Solutions Demand Pulse research is derived from a bi-annual survey of retail banking executives which identifies
challenges and priorities for the upcoming 12 - 18 months.
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The Digital-Enabled Customer Experience

Financial institutions typically use social channels as a vehicle to both enhance and
manage the brand and handle customer service and support questions and issues.
Channel usage can be optimized when appropriate to meet the needs of the mass
affluent customer. Digital channels allow for the optimal customer experience to be
delivered in real time and the right moment for a successful outcome. The need for
a 360 degree view works both ways – both the bank and the customer should be
able to see the entire relationship. Lastly, data from digital channels can be used to
continually improve customer experience and personalization.

Moving from Data to Design to Decision
Financial institutions that are able to deliver a high level, consistent customer
experience across all channels will be the ones that succeed in engaging and
retaining mass affluent customers. Nontraditional forms of data, including
web behavior and social media data, can help inform a bank’s insights on
the customer. This is similar to how body language and voice intonation in
face-to-face relationships give insights into the customer. Communication
becomes much more relevant when the bank can interact directly with the
customer while in session, regardless of which channel is being used.

As shown by the observations from the BAI Executive Roundtable, the mass
affluent are a large and diverse group of customers, making it more challenging
to engage them with unique messaging across every sub-segment and channel.
A deeper understanding of the nuances within each sub-segment will be critical
as financial institutions develop and refine strategies to attract and retain these
coveted customers.

“Online is a key channel for mass
affluent to engage with us for
a variety of reasons – to do
research, perform transactions,
pay bills, transfer money and
other activities. Mobile use is
moving up too and is even more
pronounced for Gen Y and Gen X.
While they use other channels,
mobile is their core one.”

“Cross channel integration is
crucial. A customer can start a
process or transaction online and
go into the branch to complete.
This level of integration is what
people are getting used to from
their experiences with other
industries – retailers, for example.”

DIGITAL-ENABLED CUSTOMER EXPERIENCE

Use channels like
social to manage
the brand more

proactively.
morreeee

vely..

360 degree view across
all marketing channels.

Deliver the best customer
experience – in real-time.

Use online customer
experience solutions to
extract customer level
data and know more

about your customer base.

Optimize channel usage to
make marketing more efficient.

ConsumerBank



SAS is the leader in business analytics software and services and the largest
independent vendor in the business intelligence market. Drawing on 35 years of
experience in financial services, SAS helps banks, credit unions, lenders, capital
markets firms and other organizations address critical business needs. More than
3,400 financial institutions worldwide use SAS® solutions, including 99 of the top
100 global banks.

SAS provides a suite of customer analytics solutions that expand the reach of the
marketing function across the institution, giving banks the power to find the most
profitable growth opportunities, take the best marketing actions and maximize
cross-business impact.

— Focus on the customers, segments and offers that will generate additional
revenue with the highest return on marketing investment (ROMI).

— Optimize every customer interaction across every channel in real time to
grow customer lifetime value (CLV).

— Deliver a consistent customer experience that aligns products, channels,
sales and service through a complete picture of customer relationships.

Learn more and discover our white papers and webinars: sas.com/banks

BAI
115 S. LaSalle St., Suite 3300
Chicago, IL 60603 USA
Phone: (312) 683-2469
www.BAI.org

About BAI
BAI is the financial services industry's resource for breakthrough information and
intelligence needed to innovate and stay relevant in an evolving marketplace.
For more than 85 years, BAI has provided the industry with unbiased and
objective education and research. BAI's offerings are as diverse as the industry,
and include premier events such as BAI Retail Delivery Conference & Expo,
groundbreaking research, professional learning and development programs,
and in-depth editorial coverage through BAI Banking Strategies. For more
information, visit www.bai.org.

BAI is Bank Administration Institute and BAI Center.

SAS Institute Inc.
100 SAS Campus Drive
Cary, NC 27513-2414 USA
Phone: (919) 677-8000
www.sas.com/banks
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