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Dear Sacha,

On behalf of the Advisers’ Sustainability Group, | am delighted to share our report,
Sustainability in Practice: Guidance for Advisers and Trainers. | would like to thank
your team, and particularly Bethan Livesey and Louise Crossley, for their constructive
engagement throughout. Their insight into FCA thinking has been invaluable in
calibrating a report that we believe will make a positive and lasting contribution.

The ASG was established precisely because the FCA recognised that sustainable
finance cannot succeed without the advice sector. Advisers are the primary point of
contact through which millions of UK retail clients engage with their long-term finances.

Throughout the preparation of our report, the ASG has been deliberately careful not
to claim, infer or assume that the FCA holds a settled position on any issue unless that
position has already been made clear through regulation, published guidance, or a
Dear CEO letter. We believe this discipline is important: it would not be appropriate for
an industry-led group to put words in the regulator’'s mouth, and it would undermine
the credibility of the report with the firms and trainers we are seeking to influence.

That discipline has, however, exposed four areas where the absence of a clear FCA
position creates uncertainty that will likely limit the adoption and long-term success of
the ASG’s recommendations. It is for this reason that | am writing on behalf of the ASG
to ask the FCA to consider and clarify its position on four specific issues.

It is not our assumption that any of these recommendations require new regulation.
Our primary focus has been to collate information about existing practices which we
believe already work well for both advisers and their clients. Our request is that the
FCA considers these four issues and works with us to address them.

1. It should be standard practice for advisers to ask clients about their
sustainability and values-related preferences

Our report recommends that asking clients whether they have sustainability or values-
related preferences should be part of any standard fact-finding process for advisers.
We believe this is not only good practice but aligned with public opinion, the current
regulatory framework and the desire to encourage individuals to invest more. It also
aligns with stated government policy, including the 2025 Financial Services Growth
and Competitiveness Strategy's explicit goal of building a retail investment culture, and
its identification of sustainable finance as one of five priority growth opportunities.

We recognise that this is already common practice, and that there could be exceptions.
We expect both fact-finding methods and client responses to continue to vary. For
example, some advisers may specialise in providing advice on assets where there are
no sustainable options, and not all clients will be interested. Nonetheless, we believe



the FCA should make it clear that their default expectation is that advisers should
enquire about client interests, rather than expecting clients to have prior knowledge of
this area.

We believe this is aligned with Consumer Duty, which requires firms to understand
what good outcomes look like for each client, particularly given the high levels of public
interest identified in multiple FCA Financial Lives Surveys and low levels of public
financial literacy in this area.

We therefore recommend that the FCA consider how it might signal to the market that
today's good practices should become tomorrow's universal standard and consider
whether the current framework already supports that expectation. An adviser who has
not explored a client's sustainability and values-related preferences cannot be
confident they have understood that client's objectives. At the very least, an adviser
who has not asked should be able to explain why.

2. Material sustainability risks need to be considered by advisers

The UK Government, the FCA, the PRA, the Bank of England, and the Network for
Greening the Financial System have all formally identified sustainability-related risks
as material financial risks within timeframes that encompass most clients’ long-term
financial goals. These are not speculative concerns. They are documented systemic
risks with the potential to impair asset values, strand investments, and undermine
clients’ financial objectives.

The ASG believes these risks are material, and the FCA has explicitly said the same.
We believe it is difficult to see how a prudent adviser, acting in a client's best interests
under the existing suitability framework and Consumer Duty, can simply disregard
them because a client has not raised the issue. Failure to consider known material
risks is not a neutral position; it exposes people, including clients, to potentially
avoidable harm.

So, whilst no individual financial plan can guard against major systemic risks, the ASG
is of the view that raising awareness of these risks would be an important step towards
increasing demand for positive investments and addressing misleading narratives that
conflict with public policy as well as scientific evidence.

We would welcome a clear signal from the FCA confirming that advisers are expected
to be aware of, and to take account of, relevant sustainability risks when making
investment recommendations, regardless of whether clients raise them. We recognise
this requires the FCA to take a position that some will find uncomfortable. We believe
it is necessary, and that the existing regulatory framework, including suitability rules
and Consumer Duty, can be interpreted in a way that already supports it.

3. Remove operational barriers to advising on sustainability

Our report recommends changes for both advice businesses and individual advisers,
and provides foundational knowledge to support this. However, in practice, many of
the challenges advisers face are complex and originate from processes designed in a
different era — before material environmental and social risks were understood.

This means that advisers can be prevented from making the recommendations they
believe to be suitable for clients with an interest in sustainability because of barriers
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within a firm’s operations or those of their networks and service providers. Examples
include dated compliance frameworks, restrictive back-office systems, research
processes and panel restrictions. We recognise that removing these barriers has a
cost, and that firms will be starting from very different places. Our ask is for
proportionate progress, not a wholesale rebuild of every process at once.

We recommend that the FCA make clear that firms and networks have a responsibility
under Consumer Duty to take proportionate steps to ensure their operational
frameworks, including compliance processes, research capabilities, and panel
structures, do not act as unnecessary barriers to meeting clients' sustainability-related
needs and preferences. We recognise that there are different ways this message could
be communicated and leave the choice of approach to the FCA. We would also
welcome the FCA's consideration of whether the additional process requirements that
apply to sustainable fund recommendations could be streamlined to make compliance
as straightforward as possible for advisers.

4. Sustainability competence should be an expected standard for advisers

The ASG report makes specific recommendations relating to the provision of training
and CPD, as requested in the ASG’s terms of reference. Section 1 of the report sets
the foundations for this and aims to make basic CPD provision easy to organise.

The ASG would like the FCA to indicate that whilst training needs will vary, advisers
should be able to understand key sustainability issues and risks, identify clients’
sustainability and values-related preferences, and have a basic knowledge of relevant
regulation, products and services.

Variations will result from advisers having different clients, different business
strategies and being at different stages in their career. Nonetheless, our
recommendation is that advisers should have access to the CPD support they need
to operate effectively in this area. We would welcome the FCA's consideration of how
it might signal that sustainability competence is an expected standard rather than an
optional enhancement, and of how this might best be delivered.

Conclusion

Public interest in environmental and social issues is and has been high for many years,
and sustainability-related risks are material and growing. We also recognise the
significant amount of work that has been put into SDR by both the FCA and industry,
as well as other regulatory initiatives aimed at delivering real-world benefits.

We believe it is time for these to be brought together in the retail investment market of
which financial advisers are an important part. We want to ensure that when
individuals seek financial advice, they are met with well-informed, forward-looking
advisers who are well supported by their firms and other service providers.

We believe this area has the potential to make investment more interesting and
accessible, as it deals with concepts people are familiar with and care about — but we
also recognise that views vary, which is why we have not taken a ‘one size fits all’
approach.



We are mindful of today’s business environment and believe these four
recommendations are realistic and beneficial for the UK'’s financial services sector,
clients, and the transition to a more sustainable future.

We are not asking for new rules. We are asking the FCA to draw out the implications
of rules and principles that already exist. We believe doing so would substantially
advance shared objectives: stronger consumer outcomes, greater adviser confidence,
and a financial planning system that is both better able to embed sustainability and
genuinely more resilient to the risks ahead.

We would welcome the opportunity to discuss any of these points further and remain
grateful for the FCA’s ongoing engagement and support.

Yours sincerely,

Daniel Godfrey
Chair, Advisers’ Sustainability Group



