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“Quite simply, it’s 

harder to make money 

the old ways, so it’s 

time to find new ways

As the economic and regulatory environment 
continues to squeeze fee and interest income, 
community banks are finding that the 
industry’s longtime profitability paradigm is 
crumbling.

Quite simply, it’s harder to make money the 
old ways, so it’s time to find new ways—
creative alternatives to maintaining profitable 
revenue growth. 

One such opportunity: Retail customers 
between the ages of 50 and 65 – The Pre-
Retired segment. Any bank that examines the 
potential of its customer base and markets 
will almost certainly conclude that the 
pre-retired segment is the most lucrative. 

Galapagos LLC has researched and studied 
the pre-retired segment for the past five 
years and has found it to afford the greatest 
potential of any retail customer segment: 

The Golden Years?
The pre-retired segment offers unmatched revenue opportunities.

• Not only is it already the largest customer 
segment at most community banks, it is 
growing at a faster rate than any other 
customer segment. (See table 1)

• Pre-retirees tend to have household 
incomes between $50,000 and $150,000, 
a net worth anywhere from $100,000 to 
$1 million, and maintain average deposit 
and loan balances of $20,083 and $11,657, 
respectively.

• The average annual revenue generated 
by a pre-retired household is $631, which 
is more than double the average of other 
retail households.
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• When revenue from advisory services, 
such as investments and insurance is 
added in, the average household revenue 
grows to $1,255, a number comparable 
with most community banks’ more 
profitable small business customers.

Example of the Pre-Retired 
Segment Revenue Potential

(Based on a $1.4 billion bank in the Midwest)

Source: Galapagos LLC, 2012

First-year revenue from cross-selling services to pre-retired customers

First-year revenue from new pre-retired customers acquired

Estimated year one revenue impact from pre-retired focus

Annual revenue derived from current pre-retired customers

$21.1 MM

$3.8 MM

$1.5 MM

$5.3 MM

$26.4 MM
Total annual revenue from 
pre-retired households
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Regardless of exactly where those numbers 
fall, however, pre-retirees share many of the 
same financial concerns. Among them:

Retirement – The recession hit this segment 
hard. A 2011 AARP study found that 40 
percent of pre-retirees have postponed their 
planned retirement date and 24 percent 
fear they’ll never be able to retire. Saving 
for retirement, cash flow during retirement, 
making their money last throughout 
retirement—for customers in their 50s and 
60s, these are the dominant issues.

Healthcare – The situation here is just as 
grim. According to Transamerica, two-thirds 
of pre-retirees express concern about 
affording healthcare in retirement, and 
relatively few have disability or long-term 
care insurance—though most recognize the 
need for it.

Debt – Research conducted by Galapagos 
found that about half of pre-retirees cite 
reducing debt as a priority. How to go about 
doing so? That’s another matter. 

Managing an inheritance – About two-
thirds of pre-retirees are likely to receive 
an inheritance, according to projections 
compiled by the Center for Retirement 
Research at Boston College. Unfortunately, 
the median value is expected to be just 
$64,000, hardly enough to salvage an 
inadequately funded nest egg. Even so, 
recipients will want to tread carefully to avoid 
mismanaging their windfall. 

Government benefits – Medicare is a 
mystery. A 2011 Transamerica study found 
that just 28 percent of pre-retirees claim to be 
“very knowledgeable” about what to expect. 
The general grasp of Social Security is a bit 
firmer, but there’s little question that most 

“Pre-retirees have 

clearly defined needs. 

From a marketing 

standpoint, that 

makes it easier to get 

their attention.”

pre-retirees would welcome some guidance 
about tapping their benefits.

Add in the frequently juggled responsibilities 
of aging parents and college-age children 
and the financial concerns confronting many 
pre-retirees seem overwhelming—and that’s 
good news for community banks. Consider: 

• Pre-retirees have clearly defined needs. 
From a marketing standpoint, that makes 
it easier to get their attention. 

• For the most part, these needs are being 
overlooked by financial service providers, 
most of whom either target high-net-
worth customers or position themselves 
as one-for-all generalists, not experts 
catering to the pre-retired segment. 

 Yes

Help you save for retirement? 20%

Would this be of value to you? 82%

Better manage your money in retirement? 56%

Would this be of value to you? 73%

Manage and/or pay off debt faster? 18%

Would this be of value to you? 51%

Would you like your bank to bring forward  
ideas and solutions relevant to your  
financial needs related to retirement? 82%

Does your bank provide advice, ideas or solutions to:

Banks Fail to Meet  
Pre-Retired Needs

Source: Galapagos LLC Pre-Retired Segment 
Research, 2011

• Pre-retirees know they need help; nearly 
three-quarters admit they don’t know as 
much about retirement investing as they 
should and only 10 percent have a formal 
retirement plan. 

Table 3
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• Pre-retirees are amenable to seeking help 
from community banks. The recession 
made many pre-retirees skittish about 
investment firms; during the two years 
following the market bottom, the number 
of pre-retirees judging them as unsuitable 
providers of retirement advisory services 
soared 150 percent, according to research 
by Galapagos. Meanwhile, 54% of pre-
retired customers seeking security and 
trustworthy advice see community banks 
as their first choice. 

• Pre-retirees afford the opportunity to 
derive a significantly higher percentage of 
retail household revenue from fees, which 
will have a positive impact on profitability 
if interest rate margins stayed severely 
compressed.

Once you’re convinced of the pre-retiree 
revenue potential in your customer base and 
market, how do you mine it? Here are some 
strategies employed by community banks we 
counsel who are targeting this segment:

Keep it simple – As a group, pre-retirees 
are the first to admit their financial literacy 
is lacking. They can be easily intimidated 
into inaction by jargon and a mountain of 
product details. Instead, your challenge is 
to communicate complex concepts in a way 
that’s easy to understand. For example: The 
terms and conditions that apply to index-
linked annuities leave many pre-retirees 
feeling wary. Start the conversation by 
addressing the goal of guaranteed income for 
their retirement years and they may be more 
prepared to hear the details.

Engage them personally – Pre-retirees 
want to work with a person they trust. 
Consider putting a face on your pre-retiree 
expertise by assigning relationship 

managers to specialize in the segment’s 
concerns. Obtaining the proper measure 
of specialization might require additional 
training to cover all the bases. Once on board, 
though, such specialists can be invaluable in 
helping pre-retirees overcome the inaction 
that prevents them from taking care of 
business. 

Leverage the branch network – Some 
banks are creating visibility for their 
retirement expertise by setting up retirement 
centers in their branches. This may be as 
simple as a kiosk or a portion of the retail 
space—clearly branded, stocked with 
information, and perhaps staffed with a 
pre-retiree specialist. 

Build an online retirement resource – Be 
sure your website showcases how your bank 
can address issues of import to pre-retirees. 
Provide a single view of the retirement and 
the broad financial issues your bank can 
address. Content is king in establishing the 
credibility of your offer and communicating 
the priority you place on serving the needs of 
pre-retirees. 

Focus your product offerings – Develop 
lead products around key pre-retiree 
issues—and price them aggressively, 
knowing that each could be the gateway to 
a broader relationship. For example: 401(k) 
rollover assets represent the best opportunity 
for banks to secure new pre-retiree customer 
relationships. According to BAI, banks 
captured 36% of 401(k) rollovers in 2011, up 
43% from 2008. It pays to make this process 
as easy as possible—avoid charging fees 
and play up your ability to offer streamlined 
processing. Handle this transaction well 
and you’ll be poised to capture a significant 
portion of retirement assets. 

“Pre-retirees can be 

easily intimidated into 

inaction by jargon 

and a mountain of 

product details. You 

must communicate 

complex concepts in 

a way that’s easy to 

understand.”
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Brand your solution – Positioning your 
bank to concentrate on the needs of 
pre-retirees does little good if you don’t 
communicate your capabilities. Historically, 
banks have presented a generalist’s message 
of broad capabilities to the marketplace. The 
challenge is to position the bank as an expert 
who can help to demystify, plan and manage 
the retirement process for pre-retirees.

Pre-retirees have long been overlooked by 
mainstream investment firms because they 
lack the assets to be considered attractive 
clients; only a handful of banks nationwide 
have realized and acted upon their potential. 
Underserved, and with increasingly pressing 
financial needs, the pre-retired segment 
presents an enormous opportunity for 
an institution to differentiate its brand 
and increase competitive advantage—if 
it can package the products, expertise, 
and personal service needed to meet the 
challenge of the retirement years. 

“The pre-retired 

segment presents an 

enormous opportunity 

for an institution 

to differentiate its 

brand and increase 

competitive advantage.”

For more information on the pre-retired segment, contact Jeremy Kane at (616) 608-7359 or 
jkane@galapagosmarketing.com.


