
Protecting  
vulnerable people

The demise of defined benefit pensions means more and more 
people are responsible for their financial wellbeing at retirement. 
Advisory firms will have processes in place to help guide people 
towards effective solutions, but do they work for everyone? Are they 
appropriate for people who are vulnerable in some way? 

In this paper, we’ll look at identifying vulnerable people, 
the different types of vulnerability you may encounter 
and why it’s an issue. We’ll also explore how processes 
can be adapted to ensure that the needs of all clients  
are successfully catered for. 

Recognising that some people are vulnerable 
and more susceptible to harm than others, and 
responding to their needs can enhance your firm’s 
reputation and help people who are less able to 
manage their finances effectively.

Defining vulnerability
The FCA defines a vulnerable person as someone who  
is ‘especially susceptible to harm’ because of their 
personal circumstances, particularly when a firm is not 
acting with ‘appropriate levels of care’. 

‘Detriment’ can mean the financial detriment people 
suffer if they make poor choices or are the victim of 
crime, such as a financial scam. It can also refer to 

psychological detriment where people feel unable  
to cope, become stressed or suffer embarrassment  
and humiliation.

What can make a person vulnerable?
The causes of vulnerability are many and varied.  
A person can be vulnerable if their level of literacy or 
numeracy is low or if their language skills are limited. 
Physical disability, mental health problems or severe 
illness can make someone vulnerable. The young  
(if they’re naïve and inexperienced) and the old  
(for example, if their cognitive abilities are impaired)  
can be vulnerable.

A sudden change of circumstances – bereavement, 
divorce or being made redundant – can all cause  
people to be vulnerable.

The FCA believes that 50% of customers are likely  
to be vulnerable and has set out four key drivers  
of vulnerability:
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Health
 • Severe or long term illness
 • Hearing or visual impairments
 • Poor mental capacity
 • Low mental capacity or  
cognitive disabilities

Resilience
 • Low or erratic income
 • Overindebtedness
 • Low savings
 • Low emotional resilience
 • Lack of support structure

Life Events
 • Caring responsibilities
 • Bereavement
 • Income shock
 • Relationship breakdown
 • Having non-standard requirements 
such as ex-offenders, care leavers, 
refugees

Capability
 • Low knowledge or confidence  
in managing financial matters

 • Poor literacy, numeracy or  
digital skills

 • Low English language skills
 • Learning impairments
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Vulnerability can take many forms
It’s worth bearing in mind how widespread vulnerability 
can be. The FCA estimates that, in February 2020, 46% 
of UK adults (24.1 million people) had characteristics of 
vulnerability and, by October 2020, this had increased 
to 53% due to the pandemic and its effects.

It’s also important to bear in mind that vulnerability  
can be brought on suddenly, bereavement for example, 
or develop gradually like dementia. Where it leads to  
a financial shock, loss of income, divorce or job loss  
this can exacerbate people’s vulnerability.

Vulnerability isn’t always a constant or permanent state. 
For some, it will be, but others may move in and out of 
vulnerability. For example, someone who loses their job 
and finds another job quickly may feel vulnerable for  
a limited period. 

The impact of vulnerability can also fluctuate and may  
be multilayered. For example, someone caring for an 
elderly relative may find that they need to reduce their 
working hours or give up work altogether. The loss of 
income means they may need to dip into savings.  
Eventually, their savings have been spent and debts  
start to accumulate. It’s easy to see how the situation 
can escalate. 

Why is vulnerability an issue?
Financial services can be a complex and confusing 
subject for many consumers. Vulnerable consumers  
are particularly susceptible in financial services:

 • Lack of confidence - they are often less able  
to represent their own interests.

 • The stakes are high - poor decisions can have  
a devastating long term impact.

 • Timing - vulnerability often occurs at a bad time  
coinciding with a drop in income or a major expense.

 • Exploitation - vulnerable consumers are usually less 
well equipped to spot or deal with unscrupulous sales 
practices or scams.

 • Compounding - financial difficulties often exacerbate 
an already difficult situation.

 • Complexity - financial products are seen by many 
people as complicated and impenetrable. It is often 
much worse for vulnerable people, who struggle  
to understand complicated financial information.

Susceptibility of vulnerable people in financial services

Source: FCA Occasional Paper, February 2015

The way forward
Consumers in vulnerable circumstances need to be able 
to trust financial services providers and feel confident 
that they will be treated well. 

The FCA’s latest paper on vulnerable customers, Finalised 
Guidance 21/1, recommends that firms should:

 • understand the needs of vulnerable consumers in their 
target market and customer base.

 • ensure that their staff have the skills and capability  
to address the needs of vulnerable consumers they 
have identified.

 • translate their understanding of the needs of their 
vulnerable consumers into practical action in terms  
of how they:

i.   design their products and services to take into 
account the needs of vulnerable consumers.

ii.  ensure the level of customer service they provide 
meets the needs of vulnerable consumers.

iii. communicate with vulnerable customers.

 • produce appropriate management information, 
monitor and regularly review it to assess whether 
they’re effectively meeting and responding to 
the needs of vulnerable customers, and make 
improvements where this is not happening.

* Source: FCA Financial Lives 2020 survey and Covid-19 
panel survey (October 2020)
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Key areas

Next steps
There are a number of steps you can take to ensure that your firm is recognising people with additional or different 
needs and responding in the best way.

We’ve developed free online training with the Society of Later Life Advisers (SOLLA) to help you benchmark your 
vulnerability knowledge. It gives you an in-depth understanding of what constitutes vulnerability, how to identify 
it and adapt working practices appropriately. You can also get one hour of CPD and the Certificate in Older and 
Vulnerable Consumer Care if you pass the test. 

Get the training here: justadviser.com/retirement-principles/customer-vulnerability/benchmark-your-knowledge

The overall message is that all firms should develop a living, working policy for vulnerable consumers –
regardless of the nature of their vulnerability. That means recognising that vulnerability can take  
many forms and identifying when consumers may be in this position. It means having an appreciation  
of the difficulties these people face and why their vulnerability is an issue. And it means developing  
a process that generates trust and confidence in your firm and delivers successful outcomes.

Let’s consider each of these:

 • Policy. Do you have in place a policy for working 
with vulnerable clients? Have you considered 
how your clients will be assessed against your 
vulnerability policy (and how you will encourage 
clients to discuss their vulnerability)? Have you 
embedded your approach in your documentation 
and communications (and have you discussed your 
policy with colleagues)?

 • Client. Think about what additional information 
you should consider when dealing with new clients, 
and look out for any signs that you may be dealing 
with a vulnerable client (for example, attending with 
another person). Be vigilant in dealing with existing 
clients to identify anything that might trigger your 
concern. For example, is the client acting differently? 
Have they taken on responsibility for caring for 
someone else?

 • Advice. Do the client’s needs align with your 
expectations or is there anything that might give 
cause for concern? Have you considered products  
that might be suitable for vulnerable clients?

 • Presentation. Have you thought about  
whether there is a need to adjust the delivery  
and format of any presentational material?  
Are you explaining issues with a limited use  
of jargon or complex language?

 • Tailoring. Are you able to identify vulnerabilities, 
suggest when someone else should participate  
in the advice process and know when to refer  
to a specialist?

 • Flexible. Are you flexible around appointment 
locations, times of the day and duration of 
meetings? Have you considered the accessibility 
of your offices for those with health conditions/
disabilities, and taken account of the complexity  
of the advice being delivered and made reasonable 
adjustments (for example, staggering the advice 
over several meetings/giving greater time to reflect 
before execution).
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FOR MORE INFORMATION
Call: 0345 302 2287 
Lines are open Monday to Friday, 8.30am to 5.30pm 
Please note your call may be monitored and recorded and call  
charges may apply.

Email: support@wearejust.co.uk

Or visit our website for further information: justadviser.com

Please contact us if you would like this document in an alternative format.


