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Foreword
It is a bit of a cliché when we say that advisers are typically interested in whatever their clients tend to 
be interested in. So when you also consider that ESG Investing has historically been more the realm of 
institutional investors, why is it important to get a snapshot of the state of play within the retail space?

The fact is that the whole concept of ESG is increasingly finding its way into the retail investor 
consciousness. We are seeing more and more coverage in the money pages of the press (and not just 
the trade press) and there are even TED talks on the subject. And who doesn’t love a good TED talk?

But after a few historical false starts, some caution is warranted. And that is more so the case for ESG, 
where advisers would potentially need to find a way to incorporate non-financial considerations into 
client portfolios. With the Regulator keeping a firm eye on the suitability and appropriateness of advice 
given (from a financial outcome perspective) this is no mean feat.

Even the definition of ESG itself is somewhat fluid – more of a catch-all phrase for a whole range 
of strategies that take markedly different approaches. Furthermore it has, over the years, morphed 
from managers trying to deal with bad governance to excluding stocks based on a far wider range of 
characteristics, or focusing exclusively on one niche aspect.

That ESG is proving far more “sticky” now than it has previously, though, is undeniable – even before we 
consider the findings within this white paper. Data from the Investment Association (IA) showed ethical 
funds, another catch-all term, saw AUM grow from £12.4bn to £15.4bn in 2017. Its share of overall 
assets rose slightly to 1.3% from 1.2%.

This might seem relatively small-fry, but momentum is clearly building, and we would go as far as to 
suggest that we are close to the point when ESG is about to really break into the mainstream. And, to 
be blunt, if asset managers did not envisage this future then we would not be witnessing all the runners 
and riders jostling for position in the way that we are. Barely a week goes by without new fund launches 
– and both advisers and investors cannot fail to notice.

The findings within this report paint a picture of an adviser base far more engaged and enthused with 
the concept of ESG investments for retail clients than we perhaps expected beforehand. Conversations 
are being had, business is being done and ESG is being incorporated in a strategic fashion through the 
building of bespoke portfolios, and ESG being factored into Central Investment Propositions.

However, the technical and practical challenges that advisers engaging with ESG face are far greater 
than those we see in most other areas of financial planning and investment advice. Furthermore, some 
gaps in understanding clearly still exist. 

But it is undoubtedly an exciting time to be in the ESG space, and the providers that can get not only 
their solutions right, but back that up that with the right support provisions and toolkit, have a real 
opportunity to pull away from the rest in the retail space.
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1. Taxonomy and scope
It may sound rather simplistic – but what does ESG even mean to retail advisers? It is an important 
question because there are a number of terms and strategies that all appear to be used inter-changeably 
from all corners of the industry. Any fundamental lack of clarity or understanding can, and will, act as a 
real brake in the retail adviser space, with advisers typically reluctant to get too involved in markets they 
feel they do not fully understand or feel are not sufficiently developed.

And our research highlights that this remains an issue. A significant minority of advisers do not, at least 
in a top-of-mind way, pick up on the purpose and features of ESG investments beyond the ethical 
considerations – merely identifying them as, effectively, socially responsible investments.

Incorporates ESG factors to 
determine investment risk & 
longer term sustainability of 

performance & income

52%

There is a significant bunch of advisers not 
clearly identifying ESG investments with 

performance/income considerations at all:

Clearly, more needs to be done 
with the minority to hammer home 
the message that ESG is more than 
‘just’ ethics.

And the issue extends to adviser 
awareness of the range of strategies 
that fall under the umbrella of ESG 
investment.

The graphic on the next page 
demonstrates the proportion 
of retail advisers aware of each 
strategy specifically – and this is 
clearly low across most of these 
areas. Familiarity with Screening 
as a strategy is likely a result of 
activity among fund managers 
and institutional investors to 
avoid investing in anything that 
is contrary to the wider ethos of 
those individuals or organisations 
– not to mention avoiding the 
potentially negative press that may 
accompany it.

Awareness of Integration as a strategy (arguably the most involved and technical as it involves joint 
evaluation of ESG criteria alongside traditional financial criteria) is a little lower – with fewer than two-
in-three advisers having specific knowledge of it.

Clearly advisers are engaging with the concept of ESG, but their understanding of the ESG landscape 
reflects the stage of it’s development as a strategy within the retail advisory space specifically. 

As is the case when trying to establish a new / growing market, the right solutions are only part of the 
answer. How you engage, communicate and disturb the status quo are equally as vital. Most advisers 
tend to shy away from taking action that either a) requires significant levels of additional work / process 
or b) is difficult for them or their clients to understand from a technical perspective.

Investments that are 
socially responsible - but 
no mention of financial 

performance

44%
Investments aimed at 
achieving longer term 

sustainable income/profit - 
no mention of SRI

4%
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As such, there is an evident opportunity for fund managers and providers with a particular interest in 
this market to get ahead of the curve in providing advisory firms with the right support and training to 
enable them to better understand the scope of the ESG sector and to, therefore, better communicate 
that to their clients. And awareness matters. Advisers with pre-existing awareness of each strategy are 
far more likely to see a good / significant opportunity for that strategy. This is particularly the case for 
Integration and Screening strategies, where all advisers already aware of each strategy then identified 
a good / significant opportunity among their client base.

Sustainability 
themed 

investing

48%

Corporate 
engagement

51%

Impact/
community 
investing

58%

Integration

63%

Screening

71%

% of advisers aware of ESG strategies:

http://www.cicero-campaigns.com
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2. Non-financial motivations
In a world of (at least claimed) holistic financial advice, it is fairly reassuring to see near-half of advisers 
(45%) willing to include discussions about non-financial investment motivations within the remit of their 
role. 

It will be interesting to track the change in this over time as we would assume, as and when ESG 
considerations in the retail space becomes more and more established, a shrinking of the two-fifths of 
advisers holding neutral views as to whether this should be part of their role.

of advisers agree that it is in the remit of 
them, as an adviser, to talk to clients about 

non-financial motivations

45%
of advisers agree the scope of suitability 
requirements are currently broad enough 
for advisers to ask about a client’s non-

financial motivations

38%

Advisers are under a great deal of regulatory scrutiny – and rightly so – but this level of scrutiny does 
result in a human challenge. This is the act of self-preservation. If advisers feel that rules are Draconian 
then they will often slavishly stick to those rules in order to ensure they, as a business, will not fall foul 
of the regulator and this might result in an unintended consequence of clients not necessarily being 
best served.

It is, therefore, concerning to see that only 38% of advisers agree that current suitability requirements 
are broad enough for advisers to ask about client non-financial motivations – with only 7% strongly 
agreeing. With the FCA currently conducting a review as to the effectiveness of both the RDR and 
FAMR on the industry, how those rules impact an advisers ability and scope to provide ESG advice 
should be a key consideration.

For more retail business to be written in this space it is fairly clear that this issue needs to be addressed 
– either with support from the regulator themselves or by more detailed and strategic planning by 
adviser firms.

It is worth drawing attention here to the European Union’s Sustainable Finance action plan that proposes 
investment firms’ integrate sustainability preferences into their suitability tests when offering advice to 
investors – and ESG may yet be required for suitability testing. As we know from a range of industries 
and interventions, nothing works to change behaviour more effectively than regulatory pressure.

http://www.cicero-campaigns.com
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3. Integrating ESG into advice firms
Advisers typically feel that ethical considerations are one of the key factors that their clients take into 
consideration in the context of ESG. However, this is not a view that advisers share with their clients to 
the same degree. This is, perhaps, no real surprise. Ultimately advisers are judged on providing the best 
financial advice – both by clients and by the regulator.

Nearly three-in-five advisers (59%) agree that ESG is an important consideration to integrate into their 
business and where they do this is specifically due to the perception that ESG factors provide a more 
rounded and accurate picture of risk and will, ultimately, maximise performance. 

Those that hold this view, and also acknowledge the 
social responsibility element, do so from a “no brainer” 
perspective. If you could achieve better investment 
performance while also being socially responsible, then 
why would you not?

So impact on performance needs to be the key message 
for advisers. If this direct impact can be better evidenced 
and communicated to advisers then clearly interest would 
also increase.

CENTRAL INVESTMENT PROPOSITIONS

A firm’s centralised investment proposition (CIP) is 
something of a fluid thing – frequently being reviewed 
and updated to reflect the reality of the industry at any 
given moment. With ESG investing still in its relative 
infancy in the retail space, it is particularly interesting to 
note how approaching half of advisers (44%) have already 
incorporated ESG considerations and conversations into 
their CIP – with a further two-fifths (39%) planning to do 
so in the future.

The more advisers embed processes into their proposition 
the more, ultimately, advisers and clients will engage and 
more business be written – particularly as, when embedded 
in this way, the more the onus will be on advisers to ensure 
these conversations do happen.

It will, in addition, ensure a clear process is in place 
– helping to negate one of the most significant (often 
unstated) adviser barriers: understanding and confidence. 

Only 16% of advisers will not incorporate ESG 
into their Centralised Investment Proposition.

Extent of adviser agreement 
that ESG considerations are 
important and something 
that is important for firms to 
integrate into their business:

Disagree

3%

Mixed views

38%

Agree

47%

Strongly agree

12%
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Indeed, we can see that among the 55% of advisers not yet having factored ESG into their CIP, over half 
(53%) did not feel clear as to how to incorporate ESG into client portfolios.

Among the advisers not incorporating ESG considerations and conversations into their central 
investment proposition, and also not being fully clear on how else to factor into client portfolios, there 
are a series of challenges being identified. These challenges are both technical and practical in nature:

• Technical in the sense of maintaining an investment strategy that is not overly cumbersome and 
remains something that clients can understand.

• Practical in the sense of the challenges in researching ESG factors – and maintaining those profiles 
for each company over time – and a perceived lack of consistency in how ESG scores are measured 
/ generated.

All of this, while also being under the watchful eye of the regulator, means there is a need for clear 
compliance, administration and reporting – typically activities that many advisers already find 
cumbersome and time consuming.

“Maintaining up to date risk profiles factoring in 
ESG is not all that easy. It is quite time consuming 
to go through that process.”

“Creating investment strategies can often be a 
complex thing. Adding ESG consideration over 
the top of that only adds to the complexity.”

“I don’t think it is that easy to incorporate ESG into 
a portfolio while maintaining a clear sense that you 
will still be meeting a clients’ financial goals.”

“The scorings and research element is actually 
difficult because there seems to be a clear lack of 
consistency on that front.”

“As soon as you start to consider ESG then there 
are a whole host regulatory concerns that you 
need to be mindful of.”

Demonstrating the financial 
impact on the portfolio

Maintaining risk assessments on 
the companies over time

Ensuring portfolio still meets 
broader financial goals of clients

Lack of consistency in ESG 
ratings and research

Being sufficiently mindful of 
regulations that need to be 
considered

Added complexity to investment 
strategies

What are the specific challenges in incorporating ESG into client portfolios?

http://www.cicero-campaigns.com
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4. Performance expectations & considerations
Clearly it is difficult to talk about the whole subject of ESG without touching on the topic of ethics, and 
it is an unavoidable consideration (to a greater or lesser extent) for advisers and clients alike. 

However, it is clear that both parties expect investment performance benefit from taking an ESG 
approach – unsurprisingly, particularly over the longer term. Seven-in-ten (71%) advisers expect an 
ESG fund to outperform a non-ESG fund of the same risk rating over a five-year period (compared to 
only 29% over a two-year period).

% expecting ESG to outperform

Non-ESG fund of the same risk 
period over a two-year period: 29%

Non-ESG fund of the same risk 
period over a five-year period: 71%

Client expectations of 
performance relative to non-
ESG fund of the same risk level: 54%

Clients, too, are seen as expecting ESG to outperform. This is interesting, in that advisers clearly don’t 
see client perceptions of performance as a barrier. Indeed, the fact that the vast majority of advisers see 
ESG funds as at least comparable performance-wise to non-ESG funds and as likely to outperform over 
the longer term is, in itself, likely to be one of the drivers behind why they expect to see an increase in 
the level of ESG business that they write.

Furthermore, the vast majority of advisers believe that clients would typically be at least fairly comfortable 
in investing in a fund that may underperform in the short term, but with the promise of ensuring more 
sustainable long term growth.

One of the accusations often thrown at ESG as a strategy is that there is, in some quarters, seen to be 
a lack of evidence as to the extent that ESG factors themselves have an impact on performance. That 
argument is unlikely to go away any time soon, but in the meantime these findings show that while it 
may remain a barrier, it may not be as much as a barrier to engaging advisers and consumers as we 
may have assumed.

Both advisers and clients are more likely to expect ESG 
funds to outperform non-ESG funds of the same risk 
rating. But ROI is more important than ‘doing good’ - but 
clients would accept short term under-performance.

http://www.cicero-campaigns.com
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5. Steps providers can take

Advisers place a great deal 
of importance on a whole 
range of factors when 

choosing ESG providers

Perhaps because of the nature of ESG investments and the wider 
considerations as compared to a non-ESG fund, there are a whole 
host of factors that advisers place importance in.

It is perhaps no surprise to see fund performance and fund 
transparency as the two key factors – being the two core tenets of 
the whole ESG proposition. 

However, what is more interesting is that, when we look further, 
there are no advisers stating that factors such as reporting, thought-
leadership and adviser support are not unimportant in their own right.

This is, actually, fairly rare. Within most markets there is a cohort of advisers placing little-to-no value at 
all in these factors. The fact that the ESG market is a little different likely reflects its relative infancy (at 
least in terms of the retail adviser space).

Client demand / reticence was identified as – far and away – the most significant barrier advisers face in 
writing increasing amounts of ESG business. This is exacerbated by the barrier of core client bases (and 
we can be fairly safe in assuming this is referring to near or at retirement clients) being less interested.

However, it is also of note that one-in-four advisers (27%) perceive a lack of UK-based asset management 
firms taking ESG seriously enough as a barrier.This lack of client demand / reticence is likely grounded 
in both low consumer awareness (most ESG activity is taking place at a wholesale and institutional 
level) and a lack of evidence as to the actual impact of the ESG approach and any outperformance 
being attributed, without a doubt, specifically to the ESG factor.

% of advisers stating factors as fairly important/vital when choosing which 
providers to use for ESG business:

Fund performance

80%

Fund transparency

76%

Quality of product literature

74%

Fund range

69%

Adviser support

68%

Quality of BDM contact

62%

Being an ESG thought-leader

61%

Price

56%

Quality of reporting

54%
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With time, provided the ESG market begins to prove its effectiveness more clearly, some of these 
barriers will likely fall away. Supporting advisers in engaging with clients and evidencing the benefits 
should be a shorter term priority.

As such, it perhaps follows that the vast majority of advisers are receptive to provider support and 
communication on the issue (88% - with three-in-ten definitely welcoming it). Understanding how ESG 
impacts on risk profiling and how to best integrate ESG into a broader portfolio will prove of greatest 
value – though there is, similarly, a good deal of value in support around research and fund comparison, 
gauging client importance, monitoring performance and, subsequently, communicating the benefits 
and drawbacks of the approach.

Clearly ESG is an area of the market where the support advisers seek is more technical in nature 
– certainly more so than many more established areas of financial planning / investment advice. 
It does afford an opportunity for a provider to genuinely commit to adviser support in the ESG 
space – likely then impacting on adviser awareness of accompanying solutions and increasing 
likelihood to engage / do business with you.

% of advisers stating factors as fairly important/vital when choosing which 
providers to use for ESG business:

60

50

40

30

20

10

0

59

Understanding 
the risks

Integrating 
ESG into 
a broader 
portfolio

58

Researching/
comparing 

funds & 
solutions

56

Gauging 
client 

importance/
views

55 54

Monitoring 
performance

51

Communicating 
benefits & 
potential 

drawbacks

41

Client facing 
reporting
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Recommendations
We feel that there is little doubt that ESG in the retail space will be something that insurers, fund managers 
and banks cannot fail to act on – either directly through products and propositions or indirectly through 
the interactions they have with clients and wider stakeholders.

As a result of the study we have pulled together a series of recommendations for industry players to 
consider:

Recommendation 1:

Advisers believe that ESG, as a consideration in the retail space, is only going to become increasingly 
important. There is also the under-lying perception that few are taking the issue seriously enough in 
that space – at least as it stands. With nearly nine-in-ten advisers welcoming support, fund managers, 
banks and insurers that move early can stake a land-grab in the adviser consciousness.

Recommendation 2: 

Regardless of whether a business has an ESG proposition per se, firms need to help upskill retail 
advisers with regard to the scope of the sector, the range of strategies that fall under the ESG umbrella 
and the ways in which ESG scores are measured. Ensuring they remain up-to-date on the subject 
from a regulatory and compliance perspective would also prove of benefit. This type of wider holistic 
adviser support, particularly when delivered in a way that is not overtly self-serving, goes a long way 
in fostering stronger relationships and brand equity with advisers that can have an impact across the 
wider business.

Recommendation 3:

For firms that have a specific ESG proposition (or wider remit), providing tools and support to help 
advisers lighten the compliance and administrative burden of ESG investments will demonstrate a 
commitment to the sector that few are demonstrating. It will also demonstrate a strong understanding 
of the pain points that advisers face – particularly in the ESG space where much business is being 
written on a bespoke basis.

Recommendation 4:

While the impact of ESG factors on ROI is still a topic of debate, evidence shows that advisers (and their 
clients) expect such funds to outperform non-ESG investments of the same risk profile. While firms will 
want to avoid making over-the-top claims about investment performance, there is a clear opportunity 
for providers active in the retail space to make the link between good corporate governance and longer-
term company sustainability. Advisers clearly see a link between good governance and performance 
that firms can leverage without having to explicitly state.
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About Cicero/AMO
Cicero/AMO is a full-service communications and market research agency. We design and deliver 
award-winning corporate, brand, political and regulatory campaigns across all major business sectors 
from our offices in London, Brussels and Dublin.

Working in a rapidly changing, fiercely competitive world we know that you don’t simply find opportunities 
– you must create them. It’s the creed we live by and practice for our clients every day.

Whatever the audience, consumer, business or government, Cicero/AMO is trusted to deliver.

Andy Roberts
Director of Research
+44 (0)7841 582 730
Andrew.Roberts@cicero-group.com

Get in touch: 

If you would like to speak to the Cicero/AMO team about this report, or how we can help support your 
organisation and its research objectives in 2020, please contact Andy Roberts: 

Methodology note:

Cicero/AMO surveyed key decision-makers within 100 adviser firms via telephone during November 
2018. The sample comprised advisers who were:

• Nationally representative of firms in terms of number of RI’s, geography and AUM
• From holistic financial planning businesses.
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