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A Guide to Vulnerability

The Financial Conduct Authority (FCA) defines a vulnerable customer as:

“Someone who, due to their personal circumstances, is especially
susceptible to detriment, particularly when a firm is not acting with
appropriate levels of care”

This definition reflects that some customers may be more vulnerable
than others



The introduction of
Consumer Duty

Consumer Duty represents a significant shift
in how financial firms in the UK are expected
to interact with their customers. Introduced
by the Financial Conduct Authority 'FCA’, this
new standard aims to ensure that
consumers receive fair treatment and
better outcomes from financial products
and services.

Consumer Duty emphasises the
responsibility of firms to prioritise their
customers’ interests, deliver transparent
information and provide products that
meet the needs of the intended audience.
This framework also compels financial firms
to proactively identify and address the
needs of vulnerable customers in a more
consistent manner.

By focusing on the entire customer journey,
from product design to post-sale support,
Consumer Duty seeks to raise the bar for
consumer protection, fostering greater trust
and confidence in the financial sector.

Identifying vulnerability

Life circumstances can increase our
vulnerability, meaning that every person is
at risk of becoming vulnerable. For example,
a relationship breakdown or bereavement
may lead to further vulnerability such as
mental ill-health or low financial resilience.

Levels of vulnerability can change during
people’s lives and heightened periods of
vulnerability can be short (for example, a
hospital stay) or long term.
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Vulnerability is therefore not as simple as
classifying someone as ‘vulnerable’ or ‘not
vulnerable’ and should be considered,
instead, as a spectrum of risk.

This risk may be increased however, by
having certain key characteristics which
might include poor health, experiencing
negative life events, low financial resilience,
or low capability, such as poor literacy or
numeracy skills.

Having such characteristics does not mean
that people will suffer harm, but it may limit
their ability to make reasonable or rational
decisions and can put them at greater risk
of accepting the wrong advice.

Other signs of vulnerability

Other signs of vulnerability may include, but
are not limited to:

e Extreme moods - both high and low,

e Poor concentration and difficulty in
making a decision,

e A sense of feeling overwhelmed,
e Being tearful or emotional.

e Lack of English language skills

e Caring responsibilities

e Being young (associated with having
less experience)



Supporting vulnerable
customers

An ethical and empathetic financial adviser
will do everything in their power to support

vulnerable customers in the following areas:

Understanding needs

By understanding the nature and scale of
characteristics of vulnerability, a good
financial adviser will be able to identify the
potential disadvantages and types of harm
these customers may be vulnerable to and
should be able to obtain relevant
information from clients in an appropriate
and sensitive way.

Having skilled and capable staff

The whole workforce should be educated
on vulnerability and understand how their
role could affect the fair treatment of
customers.

Staff should also have the necessary skills
and training to identify and respond to
vulnerability and be offered support within
the workforce to help them deal with
vulnerable customers.

Clients should have the option of having
someone attend meetings with them, and
their adviser should be experienced in
dealing with similarly vulnerable clients.
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Taking practical action

Customer service should respond flexibly,
and systems and processes should be in
place to support vulnerability. How
vulnerable customers are communicated
with should be considered. For example,
where clients are uncomfortable using
computers and electronic devices, it is
important that they can be communicated
with in a different way.

More time may need to be allocated for
meetings and meeting locations might be
better suited to an office, a customer’s
home, or elsewhere.

Monitoring and assessing

Financial advisers should monitor and
evaluate how they deal with vulnerable
customers to assess where and how
improvements can be made. Client files
should be reviewed to ensure they were
treated fairly and to check for any errors.

A good financial advisory firm has a duty of
care to protect their vulnerable clients and
recognise the importance of dealing with
them appropriately, fairly and consistently.
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Important information

The contents featured in this publication is for your general information and use only and is not
intended to address your particular requirements. Articles should not be relied upon in their
entirety and shall not be deemed to be, or constitute, advice. No individual or company should
act upon such information without receiving appropriate professional advice after a thorough
examination of their particular situation. We cannot accept responsibility for any loss as a result
of acts or omissions taken in respect of any articles.

Lync Wealth Management is a trading style of Lyncombe Consultants Limited, which is
authorised and regulated by the Financial Conduct Authority. Registered in England and Wales
Co. No: 06030940 | Registered office: Brookdale Centre, Manchester Road, Knutsford, WAI16 OSR.
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