. ACCORD TALKS

Episode 9: Transcript

Why 2026 Must Be the Year of Knowing Your Client - Fully

Elly: Hello, I'm Elly Dowding.

Lee: And I'm Lee Coates. Together we are ESG Accord and the Accord Initiative.

E: You're listening to Accord Talks, a podcast about sustainability, compliance and advice
processes supporting the financial advice sector. We hope you're all well.

Okay, so we've got quite a mixed bag for everyone today. As is usual at this time of year, we
all start to reflect on the year that we've had. And if you're like us, this leads strongly into
thinking about what we need to do going forward into the new year and beyond.

And so with this in mind for today's episode, we thought we'd share some insights into the
direction of our work, which you may know already, but it is ultimnately about aiming to get
awareness and habits changed for all advisors to routinely ask every client about their
investment preferences, essentially to know their clients fully, which means knowing a
client's views towards conventional ESG, sustainable, or values-based investing. And
getting this awareness and habit of advice firms, firm by firm, up to a tipping point where
this becomes the new norm for advice.

L: Yeah, that's great stuff ahead. And we have a big reveal at the end of this episode as well.
So keep listening to the end. As Elly said, it's quite a mixed bag of content in this episode.

E: Yeah, looking forward to the reveal. Today we'll also share some of the factors that have helped
inform and reinforce the direction of our 2026 planning.

L: Talking of sharing, I'd like to share a couple of things that I noted down when I was at the
really interesting EQ Investors Annual Sustainability Summit a couple of weeks ago.
Actually, I want to share two things and the links to both are added in the show notes. So
the first one is something that many of you may have already seen as it was from April this
year, but it's very powerful and I think it needs saying out loud.

The Morgan Stanley Institute for Sustainable Investing's 2025 Sustainable Signals
Individual Investors Report found that nearly 90 % of investors globally say they are
interested in investing in companies or funds that aim to achieve market rate financial
returns, whilst also considering positive social and or environmental outcomes.

That's a big and important statistic which shows the potential demand for investments in
this space, thus reinforcing that advisors should ask their clients' views. And the second
thing is a new something. This is the latest report by the Net Zero Lawyers Alliance
released a couple of weeks ago which sets out how fiduciary duties are being reinterpreted
in light of climate and nature risks.

It offers five guiding principles for how investment and stewardship must evolve. It is one
to add to your reading lists if you are providing advice to charities, trustees, et cetera, on
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their investment strategy. You'll be able to demonstrate that you are adding value to your
advice.

E: Yeah, I'm super interested in reading this one. I will admit to not having read it yet, but I
do confirm that it's now on my list. And I have looked up the report as part of my
preparations for the podcast. So personally, I'm really intrigued what the findings will be
because the full report title is sustainable fiduciary duty, how fiduciary duties can be a key
to escaping the climate prisoners dilemma.

To backtrack a bit for our listeners, I'm a keen listener of the Man Institute's A Sustainable
Future podcast with Jason Mitchell. And in a recent episode from a few months ago, the
podcast explored the climate prisoner's dilemma in great detail.

So for our listeners, this is basically where, even though each investor or the trustee knows
that continuing to finance high emission projects, contributes to systemic climate risk,
which undermines long-term portfolio value, individually, they find it rational to keep
investing because if they step back, others will fill the gap and capture the returns, while
the collective climate risk, and thus the portfolio risk, remains. So they are kind of
thinking, if we skip this not-so-green investment, our peers will take it anyway and earn
better returns for now. So that means we'll go ahead and invest anyway. And that's even
though that reinforces the same negative externality that will damage the fund long term.
So yeah, it's a super interesting topic. And I'm glad that you shared this report with us. So
thank you, Lee. It is now on my reading list, I consider myself told. And we will add a link as
well to the Mann Institute Sustainable Future podcast in the show notes for everyone as
well.

L: Yep, always good to share, isn't it? And I know you like to keep a long, long reading list.
And to be fair, one of us should.

E: Yes, I do. So yeah, reports are definitely something this industry is good at, isn't it? So,
okay, so before we move into today's topic, because our last episode was all about the UN
COPs. And now that COP 30 in Brazil has just come to a close, last weekend, the 21st of
November, it actually ran over by 18 hours, so ended on the 2&nd. But I think we need to
share a quick roundup for everyone.

L: Yep, agree, and I'll kick off. So probably no surprise to anyone who follows these
negotiations, but the extra time didn't really magically produce a breakthrough. But what it
did do is shape a package that's worth looking at.

E: Yeah, it did. I think the summary this week that I prefer most so far is Lord Stern's
response. What I like about this commentary is that it's not all doom or all cheerleading, it's
just straight analysis. Okay, so Lord Stern welcomed COP 30 as evidence that global
commitment to the Paris Agreement remains intact. He said that the summit provided a
solid foundation for future action, offering clearer direction and supporting the accelerating
momentum of renewables and clean tech innovation. And he praised Brazil's presidency for
creating a constructive atmosphere and highlighting the importance of tropical forests and
natural capital.

L: Ithink the importance to natural capital is a big one. I also like that he noted that while
formal negotiations remain slow, real progress often came from coalitions acting outside
the main talks. And we discussed this in the previous podcast. And COP 30 delivered some
meaningful steps. There was a call to triple adaptation finance by 2035, establish a just
transition mechanism and adopt the new Belém adaptation indicators.
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E: Yeah, Lord Stern also highlights several positive initiatives launched beyond the core
negotiations. These were the Tropical Forests Forever Facility, the Carbon Market Coalition
and sector specific plans covering health, sustainable fuels, green industrialization, power
grids, storage and energy efficiency. And he also pointed to the Baku to Belém roadmap
which sets out how developing country climate finance could scale up to 1.3 trillion US
dollars per year by 2035.

L: Yeah, and he made the very important acknowledgement that 118 countries have now
submitted more ambitious climnate plans, but stressed that current commitments will still
take the world beyond two degrees.

Now, okay, so if exceeding 1.5 degrees is now likely and deeper emissions cuts are urgently
required, although the summit failed to agree an explicit fossil fuel phase out, that's a
mouthful, fossil fuel phase out, Lord Stern underlined that the Paris Agreement already
implies this transition. Overall, he said, COP30 demonstrated strong ongoing support for
multilateral climate cooperation. And I know you'll be happy about that one, Elly, because
even in the wake of past setbacks, we're still seeing cooperation.

E: Yeah, I'm definitely happy about that. And by the way, I do love what Lord Stern said
about how the Paris Agreement already implies the transition. The way that he said that
reminds me of what we say all the time about the implicit requirement within COBS for
firms to consider non-financial objectives by requiring firms to obtain all necessary
information to understand the client's investment objectives and the purposes of the
investment.

L: Yeah, I mean, it's the same thing, isn't it? The rules are there and in a non-prescriptive
environment, we all need to look beyond the formal wording at what is intended and
implied.

Right, OK, let's round up by saying we will, of course, continue reviewing global action and
state of play and share this as appropriate. And we will make sure to put the full Lord Stern
response in the show notes.

E: Okay, and talking of action, development, state of play, things like that, and staying with
Professor Lord Nicholas Stern, I'd like to share and encourage all our listeners to download
or buy his new book. FYI, we are not on cornmission here for this mention. The new book is
open access actually via the London School of Economics. It's called The Growth Story of
the 21st Century, The Economics and Opportunity of Climate Action. So the book directly
follows and expands upon the arguments made in his landmark 2006 Stern review. And it
challenges the outdated idea that we must choose between climate action and development.
Instead, it presents a compelling case for transformation, and it delivers both prosperity
and a healthier planet. So I've watched the webinar so far for the launch and I've bought the
book ready to read, another one on my reading list. The content is really good in the
webinar, so I hope that our listeners will find it useful. So yeah, very good, well worth your
time to go and have a watch or get the book.

L: Okay, so we will add links to the Stern webinar and the open access book to the show
notes as well. It's getting quite a reading list. And actually, to our audience, you can think of
all these wonderful show notes as a seasonal gift (SOUND OF CHIMES) from us to you.

E: So kind.

L: Right, okay. I think it's time to move our discussion onto some of the areas that are
informing and reinforcing the direction of travel for financial advisors and product
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providers in 2026. I think we should start with the very insightful UK SIF and PWC report
that was released a few weeks ago called UK SDR and the investment labels,
implementation lessons and road ahead. This industry seems to produce massively long
named reports.

Anyway, right. Okay. So for me, what really stands out in the report is that the SDR's long-
term success will not be decided by asset managers or regulators alone. The report
highlights that success hinges on distributors and advisors.

E: Yeah, the report is a really important one, I think. There's loads to get into and share on
it. Okay, so because we feel the report is important, we've actually reached out to UK SIF, to
Oscar Warwick-Thompson, who's head of policy and regulatory affairs at the UK
Sustainable Investment and Finance Association, that's UK SIF, for an official overview. So
should we head over and hear from Oscar first and then follow up with some of our own
comments?

L: Yeah, let's do that. So here's Oscar.

Oscar Warwick Thompson: Hi Lee, Elly, it's really good to be on the podcast. Thanks so
much for having me. Yeah, really pleased to speak about our recent report with PWC UK on
SDR’s implementation in the UK's market.

We released this report in mid-October with PWC. It's looking at reflections from our asset
manager members over the first phase of SDR's implementation in the UK, but also looking
ahead to its future evolution in the UK market. So, to think about some of those longer term
disclosure requirements that are impacting the asset management community.

Really these findings from our report draw on a series of interviews that we did with PWC of
asset manager representatives from our SDR implementation working group. And yeah,
we're really grateful for the insights shared from our members that contributed towards
this report, what I don't have time to go through all the main kind of findings and
recommendations. What I will do is outline maybe kind of three key takeaways from the
reports that I think we in the team found particularly notable and perhaps challenge some
of our prevailing assumptions when it comes to the SDR.

Ithink one key point to bring out from asset managers that we spoke with was that of
course in a while that the process was very challenging in terms of going through the
authorizations process with the regulator to get a label as is known by by many.

You know, the process actually also brings some benefits to firms that we spoke to.

So for example, allowing them to reflect a bit more on how their approach to sustainability
is articulated to their clients and and really making them reflect more on on their
investment thesis. So I think that kind of clarity in terms of fund communications, I think
is important to bring out in the reports and something that we picked up there.

I think linked to this, the second perhaps surprising takeaway that we picked up also was
that this process of going through the authorizations process with FCA really has helped
some of the labelled funds in the market stands out from their unlabeled peers.

And I think going forward will be interesting to see how clients react to these labels and on
what are the levels of inflows that we’ll see as well into a labelled funds so far.
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In terms of some of the challenges, these are kind of well versed with with the SDR debates,
Iwon't on them too much, but a few ones to bring out were SFDR interoperability.

I think this is a, conversation that we're going to continue see can see progress and we've
seen that the EU Commission is now looking at its review of SFDR.

So that compatibility question between SDR, SFDR, I think he's going to continue to rumble
on.

I think it also from our interviews that we did with firms I think also issues in particular for
smaller asset managers looking to meet the criteria for labelled funds.

And I think for us that’s definitely a kind of competition issue that we need to, yeah, we
need to continue to consider there. And I think the piece that will be of most interest
perhaps see both of you Lee and Elly is around at the engagement with the distributor
community.

So, yeah, we had quite a bit of insights from asset managers that we spoke to in that area of
our report.

And yeah, to focus in on the role of distributors within our reports, I think the first thing to
say is that we feel that they have been paid less attention to compared to other groups and
those discussions around SDR.

And really we want to equip distributors such as financial advisors with the right level of
information so they can engage with their clients when it comes to the labels under SDR.

From some of the conversations we have with asset managers for this report, we still noted
a relatively limited appetite from the distributor community to consider labelled funds for
clients for the most part.

And I think separately to that, I think regardless of the appetite question, I think what our
report found is that there's a need to really enhance the interactions between fund
managers and distributors when it comes to promoting the smooth rollout of SDR in the
market.

In terms of the appetite question, I think yes, still some fairly mixed understanding among
financial advisors and wealth managers as well when it comes to the labels. Is there a role
perhaps, Lee and Elly, for the FCA to address this, whether that's through new guidance or
even maybe formal regulation that's akin to the MiFID II suitability requirements that
we've seen in the European Union?

And I guess, yeah, more broadly in terms of that interaction question between managers
and distributors, I think, yeah, that does seem to be continued pain points here.

From the point of view of managers that we spoke to you for the reports, there's a sense
that distributors, perhaps some distributors, distributors have mixed preparedness in
terms of meeting the expectations on their SDR.

Though in turn also at the same time distributors have said that they feel the information
that they can get from some of that some managers can lack in consistency and overall
quality and does that then they have a knock on impact in terms of some of the disclosures
that they're giving to retail investors.
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Ithink yeah, if we do have some of these issues in the dialogue between these groups as
that’s potentially enhancing the risks of greenwashing, potentially when it comes to the
regime.

So I think, yeah, as a result of these two, these issues that I've mentioned in regards to the
interaction between managers and distributors, we outlined a number of recomnmendations
in our reports for managers to consider really aimed at enhancing their engagement
activities with distributors.

So we talked about our report around the need to continue upgkilling efforts with
distributors around SDR

We talked also about the need for managers to engage in targeted training and producing
clearer materials to reduce the chances of miscommunications and on that point around
clear and materials, I hope you'll forgive me for giving another plug to another report that
we did recently with Rathbones and that was a report that we did that was aimed at retail
investors in the UK are providing overview of the labels and what they mean for clients.

So yeah, hopefully that's a piece of work that could be picked up by distributors as well in
some of their engagement with their clients.

So yeah, I think, you know, going forward, I think, yeah, I would certainly say the role of
distributors is going to be really important in this upcoming next phase of the SDR.

And I think, yeah, I hope to see the conversation on the regime shift more actively towards
this area in phase two of SDR.

L: Right, thanks so much to Oscar for this summary. Great to hear directly from UKSIF and
really glad Oscar could join us. | particularly like that Oscar gives the industry some calls to
action, which are in line with our own thinking.

Personally, | think the report is clear that advisors are perhaps in danger of being painted
as a missing link. Engagement so far with the SDR has been limited and without clear
incentives or regulatory drivers, labelled funds will struggle to gain traction with clients.

| think for advisors, that's both a warning and an opportunity. Those who build SDR into
their advice process early can add real value, helping clients navigate the new landscape.
| think the message is simple. The SDR can only work if the advice community makes it
part of everyday suitability conversations.

E: Yeah, totally agree. Says me, literally nearly jumping up and down here at my desk.
Honestly, this report shows surely the most perfect example of what we saw coming a few
years back and why we started the Accord initiative to support the industry. It's frustrating
in some ways that change is slow, but the market is evolving and maturing.

So | think it's very telling and interesting that the report also flags the risk of what it calls
downstream distribution. This is where fund messages get diluted or reshaped once they
leave the manager. The signals to me are not just downstream risk, but possible issues
across the whole chain which need addressing.

So | think if advisors aren't clear on what a label really represents, then it's very, very easy
to overstate or misinterpret it, which could obviously mean falling foul of the anti-
greenwashing rule or consumer duty. | think actually, let's be clear and not apportion blame
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solely on the distributor here under PROD, that's the FCA's product intervention and
product governance sourcebook rules, a manufacturer has a clear obligation to take
reasonable steps to ensure that its distribution strategy is compatible with the identified
target market and that the product is distributed accordingly.

So | think that this is more of a whole chain communication issue and | feel that there's a
real subtext here too that should be brought up which you hinted at a minute ago saying
the words missing link, Lee. | think that the report hints at a risk of disintermediation by the
risks of messaging dilution by distributors. | don't wish us to be alarmist at all, but | think
that it should be read as a call to action to the advice community as part of the market.
They are a critical part of the market. Information flow up and down the chain is super
important. And when one part is not playing its part, the whole thing wobbles. And | think
this is particularly true in the sustainability and values space where it's highly nuanced for
product design, consumer preferences and good outcomes.

L: Wooo, okay. That’s fine! That’s really interesting points and yeah, worth thinking on.
We'll put the link to the report in the show notes with all the other links. Okay, so to round
up, the UK SIF PWC report makes clear that SDR can only succeed if advisors and
distributors embed disclosures and labels into client conversations. Ergo, they need to
identify client preferences and objects first and know their clients fully. Without advisor-led
education and consistent use in recommendations, SDR may remain a solely
manufacturer-side exercise.

E: Okay, so moving on to another very insightful report that's been informing our thinking
for 2026 and beyond. This one is the Gosling, Edmans and Jenter paper called
Sustainable Investing in Practice Objectives, Constraints and Limits to Impact. It's a study
of 509 portfolio managers, sustainable and non-sustainable. So what I've tried to do with
this is match that studies findings onto the actual regulatory chain, client advisor
manufacturer. And so when you do that, | believe that it indicates a communication issue
all the way through. So the FCA's logic assumes sustainability preferences flow cleanly
from client discovery to fund design. But in reality, appears that handoff points are broken,
namely advisors may not often capture client views properly, manufacturers don't
necessarily disclose the constraints that shape their portfolios and funds are being
marketed on intent that they don't truly deliver on. So keeping in mind obviously that this
study covers funds globally and we're not just talking about in scope SDR funds, that's an
important point to remember on this.

L: Yeah, I've been thinking about our discussions on this one, Elly. It all appears that it's
not just a product issue. We are talking about a governance issue system wide and looking
to the direct findings of the survey rather than mapping the findings to the value chain. The
survey of over 500 portfolio managers, the message is quite stark. The survey says, that
most so-called sustainable managers aren't actually prioritizing sustainability. Returns still
dominate as the priority and rightly so in a lot of ways. But where the fund is marketed as
sustainable, yet financial returns are always prioritized ahead of sustainability outcomes,
there needs to be very clear communication so that advisors can match and handle client
expectations for recommended products.

E: Yeah, it's really interesting. And if we take that comment about clear communications
from the manufacturing side and flip it to look at the other side, the study showed 72 % of
managers are driven more by firm policy and reputation than by advisor or client demand.
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So the fund sustainability profile isn't coming from the customer up, it's imposed from the
manufacturer down. That means advisors can't rely on a category per se to infer intent.
You can possibly end up with products that look suitable financially, but maybe unsuitable
in the non-financial sense. And going forward, | think we can call this values dissonance. |
think it's a consumer duty blind spot.

L: Ooh, I love that term, values dissonance. Right, you heard it here first, folks. So anyway,
so basically what we are saying, or inferring, is that under consumer duty, advisors are
meant to ensure products meet the customer's objectives and characteristics. And yet it is
very difficult for them if the disclosure chain isn't 100 % clear. And advisors, of course,
have to know that they have properly discussed and recorded client preferences and
objectives.

E: Yeah, exactly. | think this is where the issue gets circular. Manufacturers are concerned,
as we know from the UKSIF PWC report about downstream distribution risk. And there are
industry-wide concerns that advisors don't have the full details about clients' preferences.
From this survey, there is a concern about disclosure of fund strategies and constraints on
funds. And it's these constraints on funds linked to not asking clients about preferences
that could then drive sameness in products. And the communication is, we fear, weak
across and between the value chain. But the funds get invested in anyway, fund flows roll
in, and then this all has the appearance that it's working. But is this producing consumer
duties good outcomes? That's our big question and what we will continue to be working on
and questioning. So it's great, | think, to have this paper to learn from.

L: Yeah, it's a really good catalyst for our thinking. And | think this could be described as an
illusion of choice, in a way, where sustainable funds all look a bit different on paper, but
behave similarly in practice. Possibly an example would be the proliferation of focus funds,
rather than funds improving or seeking to drive real change in the companies they invest
in, i.e. improving laggards rather than simply ignoring them.

Okay, so what's the fix, we hear you ask? Well, this is what we've been mulling over and
working on. We think it's two sided. All manufacturers, UK overseas insurance funds and
MPS need to clearly spell out their strategy, structure, constraints and trade-offs. Until all
that's in place, as we've discussed, we don't feel the consumer duty mechanism can fully
work for sustainability. Currently, we are assuming honest transmission of intent and
preferences, but right now, it appears from all these reports that it's being diluted or
distorted at every stage.

E: Yeah, it's big stuff, isn't it? It's interesting, | think, because it reinforces what we were
saying about disintermediation. There is a real risk and it will shape the industry. Advisors
need to cement the very, very valuable link that they provide in this chain and
manufacturers need to listen to the client views via the advisors.

L: Okay, so really what we are seeing and saying here is that we have a failure to
communicate between every part of the chain. And that's exactly where we are focusing
the next phase of our work. We will continue interpreting regulations and delivering
practical solutions via our suitability toolkit for advisors. The toolkit documents help
advisors to identify client preferences and objectives for every client and that's all part of
our new ‘Know Your Client - Fully’ campaign. Also, via our consultancy work, activity with
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our fund manager and DFM partners and engagement with the regulator and industry
groups, we can help to open the communications and feedback channels in the market.

E: Yes, exactly. Exactly what we're trying to do. So yeah, exciting times. Now we're already
talking about communications. Shall we communicate a little more about the vulnerability
triggers and protected characteristics work that we've already been doing?

L: Absolutely, why not? Okay, so our regular listeners will know already that we've been
exploring this topic for some time and last month we presented a webinar to the members
of the Association of Professional Compliance Consultants on this very topic and we are
happy to share that the presentation was, we think, well received. It's surely a great litmus
test presenting to a group of well qualified and respected compliance people and we've
had some great feedback so far on developing the issues for advisors, which means we
can move forward with the future podcast content for you all in the new year. We also plan
to develop course content to include for the Accord Academy as well.

E: Yeah, and don't forget, Lee, that you're going to be at the Consumer Duty Alliance event
in January in Wales. Yeah. So we're preparing materials for that as well. And we have a
great leading expert, Richard Farr from Telos Solutions, lined up for the podcast, who is
very keen to share about his expertise on vulnerability. And he'll go in depth on things like
causative nexus, that’s the link between a cause and its effect, triggers and resilience in all
its brilliant technical detail. So it will be a really great podcast coming up for advisors,
actually all of our listeners. So I'm really excited for the interview for this.

L: Me too, that's going to be a good one. And industry engagement and activity is what it's
all about, isn't it? Okay, so we are nearly through our checklist of things we wanted to
share and talk about today. But before we wrap up, we promised earlier that there would
be a big reveal. And here it is (SOUND OF DRUM ROLL). As we head into 2026, we're
evolving. Over the last five years, ESG Accord has grown into something much bigger than
a compliance project. It's become a movement. And so we're proud to announce that from
January 2026, ESG Accord will be rebranding as (SOUND OF DRUM ROLL) In Accord.
We'll be keeping the Accord initiative, Accord Academy, Accord Talks and Accord
Consulting all very neatly under this new banner of In Accord.

E: Yeah, | love this. It's really exciting. Honestly, | think In Accord represents what we've
been building all along. This is about real connection right across the value chain
ecosystem. So it's a statement of intent for where we're heading. And it's also about
practical change. So the campaign we've been developing for the coming year which has
been informed by our consultancy work, by the evolution of the Accord Initiative, and also
to some extent by the reports that you've heard us talking about today. It's all about driving
the profession past the tipping point where every advisor routinely asks every client about
their investment preferences, conventional, sustainable, or values-based.

L: It all sounds so simple said like that, doesn't it? But in all seriousness, we have a lot of
work to do, but we have a very strong foundation and amazing partners and the In Accord
brand will carry that tipping point mission forward. Our focus is on connection and
communication and we'll of course continue with the same independence and free to
access resources, but we'll aim to be working across the chain including engaging with the
regulator to make these important client conversations the norm, bringing everything in
accord.
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E: Ah! So well said. So that's our direction for 2026 and beyond. It is a big step forward for
us and we're really excited to share it with you all. So, okay. So if we piqued your interest
to learn more, we have added links to all the reports that we've talked about today into the
show notes. As Lee said earlier, you can think of these as a little seasonal gift (SOUND OF
CHIMES) from us to you. There's a wealth of information in the reports and links, so hope
you all get as many insights from them as we have.

L: Yeah, it should keep everyone busy with reading over the holidays, especially if you
need a quiet little corner to reverse into out of the Christmas chaos. OK, so as always, if
this has raised any thoughts or questions, we would love to hear from you.

E: Yeah and don't forget to subscribe to Accord Talks so you never miss an episode and if
there's a topic that you'd like us to cover please drop us a message via our website or
LinkedIn.

L: Thanks for joining us and a big thank you to our Accord Initiative partners who make it
possible for us to spend time producing these podcasts for you.

E: We've loved it, we hope that you have too! And we look forward to seeing you all in
January as we step into the new year.
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