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Mystery Shopping

15 Mystery Shoppers

22 consultation interviews

at different branches of five financial institutions,
including

Banque Internationale a Luxembourg

Banque et Caisse d'Epargne de |'Etat (Spuerkeess)
Banque Raiffeisen

BGL BNP Paribas

ING Groep

Mystery Shopping is a
market research instrument:

Test customers or test
shoppers who do not
identify themselves as such
(Mystery Shoppers) carry
out test purchases on behalf
of companies or market
research institutes or test
service offers, e.g., advisory
services.
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Mystery Shopping
Characteristics of the Mystery Shoppers

How would you rate your knowledge of investments in general? Age Distribution Mystery Shoppers

0 .

18-40 41-60 60+ not specified

o

~

N

Gender Distribution of Mystery Shoppers

m [ regularly invest in capital assests and am very familiar with the financial markets.

m [ have made my first capital investments and know the financial markets well.

I have not yet invested in capital assets and am not very familiar with financial markets.

m [ have not yet invested in capital assets and have not yet dealt with the financial markets at all.

m Male =Female = Not specified



Mystery Shopping

Goals:
= Assessment of the quality of advice on investments with a positive social or environmental impact
» Assessment of the sustainability of capital investment products advertised as impactful

Procedure:
= Carrying out a Mystery Shopping at various financial institutions

= Interviewing the mystery shoppers via an online questionnaire and collecting the product suggestions
received

» Assessment of the product quality

Results:
» Qualitative assessment of the quality of advice from the client's perspective
» Qualitative assessment of product quality from an expert perspective






Assessment of the consultation quality

Results along the customer journey

Customer Journey

Scheduling the

Appointment

Qualification Phase

Product presentation

Provision of

information

= Around one third of the
shoppers were asked for
their sustainability

preferences while scheduling

the appointment.

“The advisor was completely

unprepared for my concerns.”

In 41% of the interviews,
advisors asked proactively for
sustainability preferences.

In 14 % of the interviews
advisors proactively asked for
sustainability preferences and
discussed them in detail

In 41 % of the interviews ad-
visors did'nt ask further
questions even after a remark

“She only mentioned that it is

possible to invest with ESG criteria.”

In 82% of the interviews, at
least one product was
offered as an impact product

In 45 % of the interviews
impact hasn't been further
discussed

In 68% of the interviews, the
way impact is generated
remains unclear

“The advisor didn't seem to care at
all about the actual impact. [...] “

= In 86% of consultation
interviews information
material was used

= QOver 68% considered the
used or handed out
documentation helpful for
the assessment of the
product

“The received information material

focuses only on financial aspects.”




Assessment of the consultation quality

Product presentation

= 18 out of 22 mystery shoppers reported to
have been offered an impact product

= Only 11 of these 18 products could be
confirmed as intended impact products

In every third mystery shopping, a product
was marketed as an impact product that
Offer of other or no funds doesn’t have the investment goal of creating

m Offer of "True" impact funds an impact.

m Offer of other funds marketed as impact funds




Assessment of the consultation quality

Comparison to Mystery Shopping 2022 - Qualification Phase
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2022 2023

B % of shoppers who were proactively asked for their sustainability preferences
% of shoppers who were asked about their sustainability preferences after a remark

B % of shoppers who weren't asked on their sustainability preferences after a remark

No improvement on the consultation quality
in the qualification phase compared to 2022

Increased share of shoppers who weren't
asked for their sustainability preferences at all
even after a remark

Share of mystery shoppers who have been
proactively asked for their sustainability
preferences increased slightly from 35 % in
2022 to 41 % in 2023
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Assessment of the consultation quality

Comparison to Mystery Shopping 2022 - Provision of Information
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2022 2023

B % of interviews where information material was provided

m % of mystery shoppers who found the material helpful

Increase of perceived helpfulness of
information material compared to 2022

Decreased share of interviews contained
supporting information material which was
given out to the shoppers

Increased share of shoppers found the
material helpful to make an investment
decision
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Assessment of the consultation quality .

Conclusion

Considerable deficits were identified in the provision of advice on impact
investments.

No specific assigning of clients to bank advisors with expertise in the field of
sustainability

There is still a long way to go before the legal requirements for suitability
testing are met

Lack of advisory competence on Impact investments

Two thirds of mystery shoppers don’t feel enabled to invest according to
their sustainability impact preferences

12
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"With the two proposed products you can be
sure that your investment will have a positive
effect and also an interesting return.”

Source: Bank Advisor (GP Mystery Shopping 2023)



Assessment of product quality

Overview of assessed products

BGL BNP Paribas BNP BNP Paribas Climate |\, /15805339
Impact CIC

BGL BNP Paribas BNP BNP Paribas Energy | 15853414635
Transition C

Banque
Internationale a BIL Green Bond XS2649200511
Luxembourg
B?nq.ue Vontobel Global Environmental LU0384405600
Raiffeisen Change

Banque Triodos (liptorl EUUES WmBRE 1 gyl
Raiffeisen Fund

Banque Triodos Impact Mixed Fund ~ LU0504302604
Raiffeisen

B?nq.ue Triodos Impact Mixed Defensive ~ LU1956010893
Raiffeisen

Banque Investing for Luxembourg
Raiff:isen Development Microfinance and LU1956010893
SICAV Development Fund

8 fund products offered as impact products in
22 Mystery Shoppings were analysed in more
detall

We checked Website Information as well as
information coming from several documents
(e.g., KIID, prospectus, Fact sheets, impact
reports, policies, sales presentations and
other handouts)
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Impact Investment Products .

Classification System

On the product level, a differentiation between the product categories is made according to the

investment objective, the pre- and post-investment strategies applied, and the scope of performance
measurement

Contributing to environmental and social solutions Addressing environmental and social challenges

Primary Market Investments

Microfinance Investments Stock and Bond market-based funds
Products with a strong Engagement/Voting focus

Materiality is provided by measuring the further Materiality is provided through detailed descriptions
impact that is being generated or will be achieved of already realized outputs
caused by the investment. (e.g. via benchmark analysis)

Kolbel, J. F., Heeb, F., Paetzold, F. & Busch, T. (2020). Can Sustainable Investing Save the World? Reviewing the Mechanisms of Investor Impact. Organization & Environment, 33(4), 554-574.
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Assessment Criteria

Impact-generating Investments —Top-Level Requirements
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Communication

Type of Investment

Scope of Application

Net-Impact

Strategy of Impact Generation

Impact Definition

Impact Mechanisms

Measureability (Impact)

Transparency

Advertisement

Primary Market vs. Secondary Market Investments

The sustainability criteria apply to 100% of the invested portfolio.

Both positive and negative effects for the entire investment portfolio are analysed.

Specific goals as well as measures to achieve the impact goals are explained.

Investor impacts are reported and are to be considered as such.

"Strong" mechanisms are named through which impact is to be generated (e.g., primary
market investments).

The fund explains in a logically, comprehensible and coherent way how investor impact can
be made measurable .

Reporting on the current achievement of objectives takes place at regular intervals (at least
annually).

The advertising promises made by the fund provider/bank coincide with the possibilities of
a generable impact of the respective financial products and these are referred to in the
reporting of the impact target achievement.
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Assessment of product quality

Overview of Results

Financial

L Fund name ISIN Type of Investment

Institution

Vontobel Global Environmental Change |LU0384405600 Stocks
Global Equities Ii t Fund (KR

Triodos obal Equities Impact Fund (KR 1556010893 Stocks
cap)

) Impact Mixed Fund (Neutral) (R-|

Triodos dis) LU0504302604 Stocks and Bonds
I t Mixed Defensi

Triodos mpact Mixed Detensive LU1956010893 Stocks and Bonds
(R cap)
E T iti

BNP Paribas nerg'y ransition LU0823414635 Stocks
(Classic C)

BNP Paribas Climate Impact LU0406802339 Stocks

Investing for Luxembourg Microfinance and .

Primary Market
Develof Develog Fund (Share Class [LU0456967404
Investment
SICAV Q)
BIL Green Bond XS2649200511 Bond (IBO)

Scope of Application

Net-Impact

Strategy of Impact

Generation

Impact Defintion

t)

bility (Im

Advertisement
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Assessment of product quality .

Weakness: Advertising Promises

What is the potential impact of the companies you invest in? Try our calculator:

Enter the amount of your potential investment

EREs  cucnse = Itis simply wrong to suggest that an

66,328 kWh 1o8kW investor's investment in a secondary
;{gg;:u I POUR 10 MILLIDNS D'EUROS IMPACT ENVIRONNEMENTAL market fund WIlI prov.lde people Wlth
clean energy or drinking water.
:."mmm! 590 Emm{ Emissions de CO, nettes évitées

Mo WSl S = Itis also incorrect to say that an
‘tp 830MWh IB3SIOMNY oo e dorigne enaesne investor avoids emissions if he invests

Cargo / passenger ranaport by rail: .
154,286 km P S e e in Fund A compared to Fund B
::;ﬁs.litel’s E C) sm Heualitres l?.ﬂ m Mﬂﬂﬂﬁm Quantité d'eau traitge, économisée ou fournie
of disesl / gasaline

D gy TSRZfoyers ] o maen deau dex
The calculater is provided for informat
e B e Funds are exposed to legal risks
i) pence amysicilatio - L B Equivalent & la génération de déchets de x

— e — when they make unverifiable
promises of impact!

Quelle: https://am.vontobel.com/en/view/LU0384405949/vontobel-fund-global-environmental-change 19



Assessment of product quality

With the available information it remains difficult for customers to
understand the impact investment approaches and the individual contribution
(investor impact) generated

The detailed analysis revealed that except for one, products were advertised as
impact-generating while either confusing asset impacts or only exercising
engagement and voting practices

Maljor shortcomings exist reﬁarding the type of investment, as most products
only invest in securities on the secondary market

only one of the Products analyzed invested directly in the targeted investment on
the primary market

Regulatory activities are having an impact: All funds considered take Principle
Adverse Impacts into account and report (asset) impacts in (semi-)annual and
impact reports

BIL Green Bond investment has been considered positive from an impact
investor perspective because it was an initial bond offering. Buying those bonds
on the secondary market would have led to lower assessment scores






Implications

Luxembourg banks must implement Mi-FID 1I consistently.

Luxembourg banks should ensure professional expertise for advisory services on sustainable
investments

Banks should train their advisors on impact products to avoid false promises with regard to the retail
investors impact

Fund Providers should refrain from making promises regarding the impact of their funds.

Fund Providers should report on positive and negative impacts of companies in their investment
portfolio

Banks must apply transparent criteria for sustainable and climate-friendly financial products.



Implications

In order to reduce impact washing on the market, clear guidelines for advertising impact funds should
be defined

Financial institutions that spread misleading information regarding investor impact should first be
warned and ordered to cease and desist

Two categories of impact investments should be defined (impact generated and impact compatible)
and investment products on the market should be categorized accordingly

Fund providers should be obliged to present the net impact in their impact reports and therefore also
to report comprehensively on negative impacts.
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