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“Iif the market worked perfectly and
consumers were completely rational
then there would be no need for us. In
that world firms would treat their
customers fairly because it was in their
interest to do so and consumers would
buy products and services that were in
their best long-term interest.”

Clive Adamson, FCA Director of Supervision , May 2014
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Why is there a problem with the market?
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Finamctal Conduct Asthoriy m A practical application of behavioural
experiments in financial regulation
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savers to act when rates decrease
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FCA Consumer Spotlight
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What is Consumer Spotlight? Explore the data Explore the segments
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FCA Spotlight Segments

Retired with Affluent and Mature and
Resources Budget Ambitious Savvy

Living For Now

Stretched But

Striving and

Supporting Starting Out Hard Pressed Resourceful Busy Achievers
http://www.fca-consumer-spotlight.org.uk/
12th February 2015 7
Consumer Spotlight )
Protection
Affluent and ambitious 1% of the popalstion Products
Who are they? H

Eﬁlablu:; workers, well educated and healibry E Llfe 53%
Half are marned wih children, with good suppon networis C| 24%

High employment, high earmnngs and assets MHighas incomss.
Secure finances with sorme maney to spare PMI 18%

Mostly homemwners, sodne owiing outright
E P 1%
How do they think?
Confident and nformed, but time-poor g I PPl 12%
High mternet wse; information from a range of aniine soutoe
Which financial products do they use? B
Well covered with a range of prodiscts
Maost have some savings; aiso more bicely 10 have Miagoumy v than
ITvestments and persions. hame with a mortgege
Maore licely 10 use credit E
Hiighas naving
Egﬂ ’”’ﬁlllll www.fea org uk/consumerspotlight
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Stretched But Resourceful

Consumer Spotlight

Stretched but resourceful

Wha are theyT
Workng age, in good heaith and fary well educated
Couples with chidren
Working, generally with higher mcomes than average
Mesthy omecswners, two-thirds with a martgage

How da thay think?
Organised with same money 1o spare
Time-posr, but fairty knowledgeable and confident
Internet at home, sasy access 1o informaton and sernces

Which financial products do they use?
‘Well covered
Mast hive savangs, with highes than ivetage values
Higher than aerage credit se

m Protection

uxemenites Products
= Life 55%
Cl 24%

PMI 16%
El p o

PPl 9%

(HOA i

wwwfea, org.ukiconsumerspotlight
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Busy Achievers
T3 —
; : — Consumer Spotlight )
Protection

Busy achievers

Wha are theyT
Mostly women, well educated and in good health
Largely marned with children at home: excelent
Support networks
Working, with higher incomes
Masly homegwmen with high average value

How do they think?

Grgansed and comtortable

Which financial products do they use?
Likely 10 have some cover
High proportion of savers and mvestors
High proportion of credit cards and loans

mamperimen Products
ﬁ Life 62%

Cl 33%
" PMI 23%

g P 11%
PPl 8%

(HOA i

www.foa,org. ukiconsumerspotlight
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FCA Consummer Spotight

E7: Insurance /protection products held
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G8: Have you had a rejected claim or dispute with an insurer?
(of those with income or payment protection)

'-III ||||||||||| . - .
Yes No

Don't know Refused

Click on key to hide segments

M Uk pop (3331 I Retired with resources (7} M Retired on a budget (50 I Affluent and ambitious (b6} B Mature and savvy (221 I Living for now (390
I Striving and supporting (44) I Starting out{12) I Ward pressed (15) I Stretched but resourceful (02) I Busy achievers (37]
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Consumer Decision Making

FCA Consumer Spotlight

B3: Making informed choices
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Financial Decisions
High The FCB Grid
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Q5 Which would you choose:
Guaranteed £1,000
One in 5 chance of winning £10,000

No opinion / don’t know
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FCA Consumer Spotlight

Q5: Which would you choose: A guaranteed £1,000, or a one in five chance
of winning £10,0007

B0
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Guaranteed £1,000 Lin 5 chance of £10,000 Don't know/no opinion

% of respondents

click on key 1o hide segments

W UK pop i2060) I Petired with resources (536) Il Betesd on o budget (330) Il AMusnt ond amibitiows (338 I Mature and smey (170) Il Living lor now (685)
I Stiving and suppoding (434) Il Staing owtia?e) B Hard pressed (458) I Stetched butrescurceful (320)  E Busy achisvers (205)
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Q6 Which would you choose:
A £1,000 now
B £1,100 in one year

C No opinion / don’t know

12th February 2015 20

10



FCA Consumer Spotlight

Q6: Which would you choose: £1,000 now, or £1,100 in one year?

£1,000 now £1,100 in a year Dan't know/na apinkn

a - 2 ~§ =

% of respondents

Click on key to hide segments

M UK pop (4050) I Retired with rescurces (536 I Retired cn & budget (330)

Il Affluent and ambitious (338) I Mature and sawy (1710 I Living for new (6551
I Striving and supperting (4341 W Starting cut (3741 W Haed pressed (466) M Stretched but ressurceful (520} o

B Cusy achievers (205)
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FCA Consumer Spatlight

E3: I know more about money matters than the average person
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Definizely agree Tend to agree Tend 1o disagree Definnely disagree ot apglicable Don't know

% of respondents

Click on key 1o hide segments

M vk pop (4060) I Retired with resournce:
M Striving and supporting (4341 W Starting cut (374) I Hard pressed (1661 I Stretched but resourceful (5201 I Busy acheevers (2051

381 I Retired on a budget (3300 I Affluent and ambitious (3381 I Mature and savey (171)

b

Refused

I Living for now (655}
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FCA Consumer Spotlight
E3: I have a clear idea of the sort of financial products I need
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FCA Consumer Spotlight

El: Decision making: Taking out out life assurance, income protection
or critical iliness insurance

% of respondents
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Refused
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E2: Information Sources: Life insurance,
Critical illness and Income protection

CAB /NDL / FOS/ MAS ‘
ot vt .| ™
mank B/soc manager adviser |
Insurance manager fadviser |y
Accountant fsoictor [
Insurance broker |y
Mortgage adviser |
Wealth Management Firm I
somewhere else |y
Refused [y
=

Don't Know

0.00% 5.00% 10.00% 15.00% 2000% 25.00% 30,00% 35.00% 40,00%

= Insurance Segments B UK Population

Source: FCA Spotlight question E2 for protection combined for segments 3.Affluent & Ambitious, 9. Stretched but Resourceful and 10. Busy Achievers
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FCA Consumer Spothght

G3: I and pay t protection:
How waell are policy terms and conditions understood?
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Very well Fairly well ot very well Mot at il well [ro't kncw
Click on key to hide segments
W U pop (333) 0 R with resources (7) Il Retired on a budget (5) B AMuent and ambitious (68) dature and savvy (22) Bl Living for now (38)
W Striving and supparting (44 Il Starting out (12 ) Il Hard pressed (15) Il Stretched but resourceful (52 il Busy achiavers (37}
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Health Optimism
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Income Optimism

FCA Consumer Spotlight

D2: How long could you make ends meet if your income dropped by 25%7

% of respondents
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Loyalty and Inertia
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FCA Consumer Spotlight

Q3: I only use trusted companies that I know well or have used before
for my financial needs

M | "

Tend to disagree Defintely disagree Not applicable Don't know

.

% of respondents

Defintely agree Tend to agree
Click on key to hide segments
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FCA Consumer Spotlight

E3: I don't trust financial services companies at all

.; \‘l [ “m m oo

Definnely agree Tend to agree Tend to disagree Definitely disagree Mat applicable Don't knaw Refused

% of respondents

Click on key to hide segments
W UK pop (4060} I Retired with resources (536) I Reored on 3 budget (3000 I Affluent and ambstious (338) I Mature and savwy (1710 I Uang for now (655)
I striving and supporting (434) I Staming cut(374) W Hard pressed (466) I Stretched but resourceful (520) I Gusy acheevers {205)
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Customer Experience & Customer
Loyalty — Banks & Building Societies

Source: Grant Thornton Customer Experience and Customer Loyalty (CLIX)
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FCA Consumer Spotlight

Q3: I prefer to stick with one company rather than keep changing suppliers
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Tend to disagree Definitely disagree Kot applicable Don't know Refused

% of respondents

Definitely agree Tend to agree
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M Living for now (655)
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FCA Consumer Spatlight

G13: Life insurance: Frequency of checking that cover is adequate

1

5

Al least once & year Less thian once a year Only when policy taken Never Don't know Refused

% of respondents

Click on key 10 hide segments

I Living for now {1181
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Product Fairness difficult to judge

Annuities the prime candidate for a new
mis-selling scandal — sunday Times 14/12/14

o
eUSiO
ns
Teve, Cracy,
annut?]S ha fOf‘SdOWD as atr -
1ty than the AVerg get Stnnmg report
u .
.Vdeserve ) ng Wi i
is jg M, OI'Se
Ney 1]/1
2/]4
12th February 2015 38

17/02/2015

19



Annuity Market Review

Occasional Paper No.5

The value for money of
annuities and other retirement
income strategies in the UK

December 2014

Finaretal Condixt Auhorky E(;A
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Over 50s Products
OPINION FORMERS MAIN CRITICISMS
e Payout can be substantially less than premiums paid

< Some plans make you pay until death

e Lack of flexibility — possibility of losing everything if you
stop paying in, inability to reduce premiums

« Promoted using celebrities and free gifts

Daily  Mail

v [l Wivor [
THE SUNDAY TIMES

Source: Simon Cox, Royal London, ILAG Seminar, 23' October 2014

citizens
advice
bureau
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Mitigating Market Criticism

Market Issue

Market response

Source: Simon Cox, Royal London, ILAG Seminar, 23" October 2014
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Summary and Conclusions
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Which segment are actuaries in?

Consumer Spotlight m

Mature and Savvy 7% of the poputation
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