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EFAMA RESPONSE TO ESMA’s CALL FOR EVIDENCE ON THE RETAIL INVESTOR JOURNEY:
UNDERSTANDING RETAIL PARTICIPATION IN CAPITAL MARKETS

Q1: What are the key reasons why many retail savers choose not to invest in capital markets and
instead keep their savings in bank deposits? Please explain and provide practical examples, or
evidence drawn from experience, where available.

1. Lack of general financial literacy, in particular a lack of knowledge about the functioning of
financial markets, the opportunities they offer, as well as a lack of understanding of basic financial
concepts such as compound interest. This includes an insufficient understanding of the relevant
pension systems to recognise future asset gaps and understand their significance. Overall, retail
investors do not necessarily understand the convergence of their primary needs and the
investment opportunities offered.

2. A lengthy and complex investment process: The current investment process is often too
lengthy and complicated. The number of steps involved, coupled with regulatory and contractual
formalities, can discourage retail investors from following through. Instead of facilitating access,
the process can feel burdensome, especially for first-time or occasional investors.

3. Information overload and complexity of disclosures: Retail investors are frequently
overwhelmed by the volume and complexity of information they receive—particularly in pre-
contractual documents, regulatory disclosures, and cost breakdowns. Rather than empowering
informed decision-making, this often results in confusion and disengagement. In particular, the
detailed and fragmented presentation of costs and fees can deter participation.

4. Risk aversion and fear of losses: Market volatility—especially during crisis periods—Ileads to
concerns about losing money, particularly among first-time investors. This is compounded by i)
a lack of financial literacy, which makes it harder for individuals to understand risk-return trade-
offs, diversify appropriately, or stay invested through market cycles and ii) regulatory
disclosures that are overly risk-centric in their presentation to retail investors.

5. Lack of appropriate incentives: Changing the savings culture from deposits
overconcentration towards investing in capital markets requires the appropriate incentives and
reasons. In this respect, there are two aspects to consider: On the one hand, taxation is a key
element and appropriate tax incentives can be an important tailwind in making major cultural
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shifts. Moreover, allowing for well-diversified investment strategies that can accommodate
critical goals of the European retail investors (retirement, education, housing) and showcasing
their ability to match such goals is in itself a strong incentive. It is critical to provide investors
with a rich choice of products by offering well-diversified strategies in terms of liquid/less-liquid
assets and asset classes in a way that is less restricted when it comes to the portfolio
construction and more aligned to the risk profile of the investors, while ensuring adequate
investor protection.

Q2a: To what extent do retail investors find investment products too complex or difficult to
understand? Please select one of the following options and please explain and provide practical
examples, or evidence drawn from experience, where available.

1 A maijor barrier to investment

J A moderate concern, but not the main factor

A minor issue compared to other factors

1 Not a concern at all

It is a moderate concern for us. Retail investors have a multitude of products and services to choose
from, as well as various channels through which to invest. This makes it very difficult to state in such
general terms whether investment products are generally too complex. That said, it is important to
recognise that perceived complexity—driven primarily by limited investor knowledge or familiarity with
financial concepts—can be a significant barrier to participation.

This reinforces the importance of ensuring that all investors, particularly first-time investors, have access
to appropriate and affordable investment advice. Investors seeking advice—whether independent or non-
independent—undergo a suitability test and receive guidance in their investment decisions, which should
help them understand the products available to them, along with their associated costs and risks.

Most new investors without a background in finance or similar fields need an explanation of the different
asset classes and the potential benefits and risks associated with them. This includes not only individual
stocks but also, to a large extent, investment funds and ETFs. Once these concepts are explained clearly
and accessibly, they tend to be well understood.

Q3: Do past experiences with low or negative returns significantly affect retail investors’ willingness
to invest again? Please select one of the following options and please explain and provide practical
examples, or evidence drawn from experience, where available.

[J Yes, negative experiences strongly discourage future investment

Somewhat, but other factors (e.g., trust, risk appetite) play a bigger role

[J No, past experiences with poor returns are not a major factor in investor decisions

Significant losses can be difficult for most investors to cope with, especially those who begin their
investment journey just before a major downturn — as seen in recent examples such as COVID-19 and
the war in Ukraine. These investors often experience severe shocks, and some inevitably withdraw
from the market altogether, concluding that investing was exactly as risky as they had imagined.
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The impact of such negative returns on future investment decisions, however, depends on several
factors, including the size of the loss, the time horizon over which it occurred, and the investor’s level of
experience. Experienced investors often take a longer-term view and may see short-term losses as a
normal part of investing. For newer investors, however, negative early experiences can feel more
discouraging. This is why it's important to ensure that first-time investors, in particular, receive the right
support as they take their first steps into capital markets.

What can be particularly challenging is when losses result from decisions made by the investors
themselves. This is why there is a strong emphasis on seeking advice from financial institutions.
Nonetheless, factors such as trust in capital markets, risk perception, and the clarity of product
information often play an even greater role in ensuring long-term engagement. Clear, accessible
information helps to increase financial literacy and provides the necessary understanding that markets
fluctuate but tend to trend upward over time. Younger investors, interestingly, tend to be more willing to
accept losses, which suggests that age and life stage also influence risk tolerance.

Ultimately, understanding the long-term nature of investing and recognizing that downturns are a
normal part of market cycles are crucial for building investor confidence and resilience.

Q4a: Do high fees and costs discourage retail investors from participating in capital markets?
Please select one of the following options and please explain and provide practical examples, or evidence
drawn from experience, where available.

I Yes, fees are a major obstacle to investment

] Somewhat, but investors consider other factors as well

No, fees are not a significant concern for most retail investors

This question seems to assume that high fees are the primary barrier to retail investor participation, but
the reality is more nuanced. If cost were the primary barrier, it would suggest that EU citizens are
generally familiar with investment products, motivated to invest, and capable of understanding
disclosure documents. Unfortunately, this is not the case for much of the population. If cost alone were
the issue, we would expect to see less reliance on bank deposits—which also entail costs, particularly
in terms of inflation-driven opportunity loss—and lower demand for capital-guaranteed long-term
investment products, which are often among the most expensive and yet remain popular in several
Member States.

As mentioned in question 1, a lack of financial literacy and beneficial conditions for a strong investor
culture are the primary factors preventing retail investors from investing. That said, we feel that
investors are naturally interested in understanding the costs related to their (potential) investments, but
there are other factors that deter investors from investing in the first place.

To cater to the different investors’ needs and means, many banks and investment service providers
offer different products and services at different costs. This makes it utmost important that the
disclosure of investment costs is kept as simple as possible, as complex cost and charges disclosures
potentially risk deterring investors more than the actual costs themselves. Disclosures made for retail
investors must be simple and easy to understand without presenting unnecessary information.

Q5a: Have you identified a lack of trust in investment service providers as a factor influencing retail
investors’ reluctance to invest? Please select one of the following options and please explain and provide
practical examples, or evidence drawn from experience, where available.
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1 A maijor factor
I A contributing factor, but not the main issue
A minor factor compared to other concerns

] Not a factor at all

While trust in investment service providers does play a role in retail investors’ reluctance to invest, it is
generally a secondary factor compared to more prominent concerns such as lack of financial literacy,
risk aversion and perceived complexity. The 2023 Eurobarometer survey on retail financial services
highlights that trust levels in investment advice vary significantly across EU Member States’.

One efficient way to address this apparent issue around trust is to introduce simple user-friendly and
tax-efficient ways to attract first time investors, such as Sweden'’s Investeringssparkonto (ISK), the
French PEA (Plans D’Epargnes en Actions), Italian PIR (Piano Individuale di Risparmio) or the UK’s
Individual Savings Account (ISA),. These tools significantly reduce the administrative burden on retail
investors and can lower the perceived barrier to entry.

Notably, countries that have implemented such Savings and Investment Accounts (SIAs) tend to also
report higher levels of investor trust, suggesting a correlation between the availability of transparent,
user-friendly investment frameworks and overall confidence in financial intermediaries. For example in
the same 2023 Eurobarometer survey, around 59% of respondents in Finland and 47% in Denmark
expressed confidence in the investment advice they receive, compared to just 21% in Greece and 20%
in Cyprus. This divergence confirms that trust is an uneven factor across the Union and should be viewed
in context.

It also demonstrates that well-designed systems can support both investor engagement and trust.
Nonetheless, this alone is not sufficient to drive participation, as broader structural and educational
barriers remain more influential in shaping investor behaviour. In this respect, financial education can
play a crucial role.

Q6: Do retail investors feel they have adequate access to investment advice and relevant
information when they encounter difficulties in understanding investment products? If not, what
forms of support would be most helpful? Please explain and provide practical examples, or evidence
drawn from experience, where available.

Firstly, the nature and prevalence of investment advice differ across Member States, largely due to
variations in national market structures, distribution models, and tax frameworks.. Secondly, it is difficult
to draw conclusions on investors’ experience in general without the appropriate data from the market.
Yet, in general, it is important that the regulatory environment allows for different communication
channels to be used for investment advice, especially digital communication. It is to be expected that
many investors of the younger demographic are most accustomed to seeking information online via
their smartphones. Being able to seek advice digitally increases access to advice and is likely more
convenient for investors.

1 “Monitoring the level of financial literacy in the EU”, Flash Eurobarometer 525, survey requested by the European Commission,
Directorate-General for Financial Stability, Financial Services and Capital Markets Union and coordinated by the Directorate-
General for Communication, March-April 2023.
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At the same time, retail investors generally have adequate access to advice and support, particularly
through traditional distribution channels that are highly regulated. They can schedule appointments with
their bank at any time to ask questions and receive tailored guidance. This option is especially
appreciated in commission-based advisory models, where clients typically face no upfront costs (if they
decide not to invest) and no minimum investment amounts. This setup lowers psychological barriers
and encourages investment.

Moreover, digital and in-person advice options complement each other by addressing different investor
needs and preferences. While digital advice may appeal to younger or more self-directed investors, in-
person consultations offer valuable reassurance and personalization, particularly for those who may
lack confidence or experience. Together, these advisory formats help improve the overall accessibility
and attractiveness of investment services and foster more informed and engaged retail investors across
all demographics.

However, it should be noted that the level of procedural requirements, documentation, information, etc.,
complicates the client-advisor relationship and unnecessarily complicates the advisor's work, which
should be more focused on the advisory role itself.

Q7: Does investment advice provided to retail clients typically cover all types of investment
products (e.g. shares, bonds, investment funds, ETFs), or are certain products rarely advised? If
so, please explain which types of instruments are less commonly recommended and why. Please
explain and provide practical examples, or evidence drawn from experience, where available.

In line with MIFID Il requirements, the investment products offered to investors through investment
advice result from the suitability assessment based on the individual investor’s profile, preferences—
including sustainability preferences—and the advisor’s available product range. However, MiFID I
frames advice largely through a product-by-product lens, rather than through a holistic portfolio-based
view. This means that advisors often lack a full picture of the investor’s overall investment situation.

As a result, and to mitigate the risk of recommending overly risky products without complete portfolio
visibility, advisors tend to recommend diversified but relatively lower-risk investment solutions. This can
lead to certain products, such as individual shares or more complex instruments, being advised less
frequently unless the investor explicitly requests them or demonstrates the necessary experience and
risk appetite.

For example, data from the six largest full-service banks in Denmark in 2024 shows that investors using
portfolio management services (where the bank manages investments on the client’s behalf) tend to
hold a larger share of investment funds. By contrast, investors using execution-only or advisory services
are more likely to hold a higher proportion of single stocks, suggesting that product selection and
investor profiles differ considerably by service model. However, execution-only services come with their
own constraints in terms of product availability, as they are limited to non-complex instruments defined
under MiFID II. This significantly reduces the range of eligible products and can be more limiting for the
industry than advisory services, where a broader range of instruments can be offered.

Q8a: To what extent does a lack of financial education or investment knowledge contribute to retail
investors’ reluctance to invest in capital markets? Please select one of the following options and please
explain and provide practical examples, or evidence drawn from experience, where available.

A major barrier to investment

U A contributing factor, but not the main issue
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1 A minor factor compared to other concerns

[J Not a factor at all

When individuals do not fully understand how markets work or how to evaluate risk and return over time,
they are more likely to shy away from investing altogether. This knowledge gap often leads them to prioritise
liquidity or opt for investments perceived as 'safe’', even when these choices may offer lower real returns in
the long run. The issue is further compounded by an excessive regulatory focus on risk warnings, which—
while well-intentioned—can appear overly complex and intimidating to the average retail investor

Q10: Are there any other significant non-regulatory barriers that discourage retail investors from
investing in capital markets? Please explain and provide practical examples, or evidence drawn from
experience, where available.

Yes, cultural factors and a tendency to rely on traditional savings methods also play a role. Historically,
many Europeans have had a strong preference for security and stability, often favouring bank deposits
over investing in equities or funds.

At the same time, the taxation of securities can be perceived as highly complex, with different tax rates,
principles and special rules for various account types. This complexity can discourage new investors
and contribute to the perception that a high level of expertise is required to invest in securities.
Moreover, where the taxation of investment products is uncompetitive compared to savings accounts,
this can further deter investors from moving capital into riskier assets.

Altogether, these factors can lead to a certain hesitance to take the first steps into capital markets,
especially if investing is seen as risky or difficult to navigate.

Q11: What role do digital platforms and mobile applications play in shaping the investor journey?
Are there digital features or tools that have simplified the investment process or improved investor
understanding and decision-making? Conversely, are there aspects that may complicate the
experience for some retail investors? Please explain and provide practical examples, or evidence drawn
from experience, where available.

Digital platforms and mobile applications play an important role in shaping the investor journey,
especially for younger investors. Many new investors are particularly pleased with the fully automated
investment savings that can be set up to invest on your behalf monthly. It is therefore important that the
regulatory environment leaves room for development in this area to continue to attract new, young
investors.

In general, rules should leave flexibility for the investment firms to use different methods — digital or
non-digital — of providing information, as preferences and levels of understanding can significantly vary
across clients. Furthermore, there should also be flexibility in terms of the purpose for which such
representations are used — for example, whether for educational purposes or to convey product-specific
information, while ensuring a level-playing field between traditional players that face high levels of
regulation and new players that tend to face lower levels of burden, including from supervisors.

However, the greater decision-making autonomy that digital users enjoy makes it all the more important
to strengthen financial education and access to advice. This ensures that investment choices are truly
informed and aligned with individuals’ long-term financial goals. Without adequate support, the ease of
access provided by digital tools may lead to superficial or misinformed decisions.
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Q12: How effective do retail investors find the current mechanisms for filing complaints and
obtaining redress when issues arise with investment products or services? Do issues with these
mechanisms play a role in retail investors’ hesitation to invest? If yes, which improvements can be
made? Please explain and provide practical examples, or evidence drawn from experience, where
available.

Q13: What measures - whether market-driven or policy-driven - could help improve retail investor
participation in capital markets? Please explain and provide practical examples, or evidence drawn from
experience, where available.

Retail investor participation could be improved through the following measures:

1. Introducing a blueprint for Savings and Investments Accounts (SIAs)

The key to creating a better savings and investment culture, where a greater share of household
savings is invested in the capital markets rather than held as bank deposits, is to create simpler and
better tax schemes for retail investors, which will also simplify the investment process. Experiences
from France, ltaly, Sweden, the UK, and other countries outside Europe demonstrate that well-
designed, nationally tailored regulations can effectively and sustainably increase savers’ participation
in capital markets.

A flexible blueprint at the EU-level for SIAs has the potential to boost investor participation across the
Union. We therefore support the ongoing work of the European Commission in creating such a
blueprint. Based on our experience and best practices from the Nordics, France, ltaly, Germany and
the UK, the blueprint should be grounded in the following three principles:

e Encouragement: Member States should be encouraged to introduce SlAs.

o National design and implementation: The specific characteristics of SIA, including taxation,
should be designed and implemented at the Member State level.

o Best practices: Any specific features should be based on best practices, ensuring that no
existing SIA is undermined, as this would undermine the blueprint’s purpose. Specifically, SIAs
must be centred around simplicity (ease of use, tax reporting) and effective tax incentives.

e Member States could explore ways to provide preferential tax benefits, if considered
appropriate, to incentivize savers to invest in a broad range of well-diversified investment
products with a predominant allocation to the EU economy.

2. Supporting access to investment advice

It is essential to investor participation that the process of investing is kept as simple and accessible as
possible, as new investors can be deterred by (the perception of) a lengthy, complex process involving
many steps and many complicated products. To this end, investor participation can also be boosted by
the opportunities of seeking investment advice in a simpler manner — which can be both through digital
channels and/or through contact with an investment advisor.

When investors invest via investment advice, they are presented with a suitability test as stipulated in
MiFID II, which in some cases can be complex for the investor and contain unnecessary information.
Having a shorter and simpler suitability process can attract more investors to invest using advisory
services.

3. Reduction of information overload

7123



Transparency is essential to empower investors to make informed decisions. However, current
disclosure requirements often involve excessive detail and complex warnings that can overwhelm retail
investors and potentially discourage investment. Disclosures should be improved by focusing on clear,
meaningful, and relevant information. Highlighting key product benefits, such as ESG characteristics,
and other qualitative features that genuinely influence consumer decisions would help make investing
more accessible and encourage greater participation in the EU financial markets. We would encourage
policymakers to conduct consumer testing before implementing further changes into legislation.

4. Increasing the universe of retail investors through more flexibility in client categories

Retail investors should have increased flexibility to opt-up to professional category, as in accordance
with MiFID I, to have access to services and products. This would not only help the investors reach their
long-term investment goals, but also create more retail investment, as is in line with the EU’s focus on a
strong Savings and Investments Union. Allowing for more flexibility for some retail investors to opt-up to
the professional client category unlocks investment potential allowing sophisticated investors to invest
into other asset classes, like professional investors. The advantages for clients to opt-up include greater
investment opportunities as they get access to a wider range of financial instruments. The benefit could
also be that they get access to exclusive research, insights and market analysis, which may not be
available to retail clients.

Under the MIFID Il framework, retail clients seeking to upgrade to professional status must meet specific
criteria, and they are overly restrictive and not calibrated to fit the right clients. The specific criteria
outlined in Annex Il of MiFID Il and investment firms are required to conduct an adequate assessment of
the clients’ experience and knowledge to ensure they can make informed investment decisions and
understand the associated risks. Revisiting the criteria for retail clients to opting up to professional should
involve: Making the criteria more practical and easier to apply to a wider range of sophisticated retail
clients (opposite to the current criteria of required transactions, turnover and own funds); including a
requirement based on knowledge and experience in combination with a requirement on own funds; and
ensuring that necessary experience should be different for each type of financial product (derivatives,
corporate bonds etc.).

5. Increasing the ability to offer more diversified public-private investment solutions on a cross-
border level

Allowing for more diversified investment solutions with a more flexible approach concerning the asset
allocation and the proportion of private and listed assets, while ensuring adequate investor protection,
can help retail investors reap more of the benefits of capital markets. In addition, ensuring that these
strategies can be distributed in a seamless way across borders within the EU single market would ensure
the effectiveness of their marketing/distribution to leverage economies of scale and provide enhanced
opportunities for retail investors across the EU.

6. A supportive tax regime

In general, a favourable tax regime to increase investments in capital markets, both in terms of lower tax
levels and management of personal income tax would improve investor participation in capital markets.

Q14a: Do you believe that young investors are more attracted to speculative and volatile markets
(e.g., cryptocurrencies) rather than traditional investments (e.g. investment funds)? If yes, what are
the main reasons for this? Please select one or more of the following options and please explain and
provide practical examples, or evidence drawn from experience, where available.
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The expectation of high returns

[ The perception of lower costs (e.g., no management fees, low transaction costs)
The ease of access and fewer entry barriers compared to traditional investments
1 A preference for decentralised, non-intermediated investments

Influence from social media and online communities

L] Distrust in traditional financial institutions and advisers

1 Other (please specify)

Yes, young investors often show more interest in speculative and volatile markets, such as
cryptocurrencies, compared to more traditional investment vehicles like funds or bonds. Several factors
contribute to this trend.

First, younger investors should have a higher risk tolerance and, in principle, a longer investment
horizon, which could make them more willing to explore opportunities that promise higher (though
riskier) returns. However, there can often be a disconnect between this long-term horizon and the
shorter-term mindset that speculative investments can encourage—particularly when investing in fast-
moving markets like crypto, where quick gains are frequently highlighted and pursued.

Second, the digital and easily accessible nature of cryptocurrency trading platforms appeals to younger
investors who are more comfortable with technology and online solutions.

Third, speculative markets like crypto often have fewer entry barriers compared to traditional
investments. This ease of access is largely due to the fact that such platforms are often not subject to
the full set of MiFID requirements that apply to traditional financial products and services

Fourth, social media and online communities often amplify the appeal of speculative assets, creating a
sense of excitement and community engagement that can be lacking in more traditional investment
markets.

The greater risk tolerance and longer-term outlook of younger investors can be viewed positively, as their
willingness to invest can serve as an important source of funding for the EU economy. To leverage this
potential, more robust measures should be implemented to enhance their financial literacy and improve
their access to high-quality advice. Such efforts will help them better understand the risks associated
with highly volatile and speculative assets and encourage their investment in long-term assets that have
a clearer connection to the real economy.

Q15a: MiIFID Il disclosure requirements aim to provide transparency and support informed
investment decisions. In practice, do you believe these disclosures are helping retail investors
engage with capital markets, or are there aspects - such as volume, complexity of content, lack of
comparability, or format - that may reduce their effectiveness? Please explain your reasoning and
provide practical examples, or evidence drawn from experience, where available.
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No, we believe the current disclosure requirements do not effectively support retail investors’
engagement with capital markets. In general, MiFID Il disclosures should be simplified. As they stand,
investors face information overload, which undermines the goal of providing transparent and useful
information.

Retail investors benefit most from clear, concise disclosures that aid their decision-making, rather than
excessive detail that causes confusion. This issue is further compounded by inconsistencies in cost
calculation across different documents—particularly between PRIIPs KIDs and MiFID disclosures—
where cost figures should be aligned but currently are not, adding to investor uncertainty.

We would encourage implementing a layered disclosure system to present information in a more
digestible format. This involves keeping headline figures, which present key information in a simplified
manner, and providing links or expandable sections for clients who want to delve deeper into the details.
This would ensure that the data available to clients remains unchanged, but is presented in a more user-
friendly manner.

Q15c: For firms: Have firms observed cases where retail investors disengage or hesitate to invest
due to the volume, complexity, or presentation of disclosures? If so, what are the main factors
contributing to this? Which disclosures and contractual documents do firms consider genuinely
necessary, regardless of specific legal requirements under MiFID Il or other sectoral legislation?
Please explain your reasoning and provide practical examples, or evidence drawn from experience, where
available.

Yes, firms have observed that retail investors can become disengaged or hesitant to invest due to the
volume and complexity of disclosures. Dense, technical language and lengthy documents often
overwhelm investors, especially those with limited financial knowledge. Key contributing factors include
unclear risk explanations, duplicative information, and a lack of user-friendly formats. Disclosures,
including the PRIIPs KID and suitability assessments must be clear, concise and comprehensible. The
use of layered disclosures—where additional technical information is available but not presented
upfront—can help ensure clarity without sacrificing completeness.

In the context of sustainability-related disclosures, particularly those stemming from the SFDR
framework, firms have noted additional challenges. For Article 8 and 9 products, investors are often faced
with highly detailed and technical templates in both the pre-contractual and periodic disclosures. In many
cases, these documents are not easily understood by the average retail investor and may ultimately
discourage them from choosing sustainable products—contrary to the regulation’s objectives. This
concern has also been highlighted in the final ESA’s report on draft RTS on the review of PAI and
financial product disclosures in the SFDR Delegated Regulation. Going forward, any revision of the Level
1 Regulation should carefully consider the need to make these disclosures more practical and meaningful
for retail clients. As a general observation, expectations around the ability of investors to conduct due
diligence on sustainability data should be realistic and aligned with typical investor behaviour and
preferences.

With regards to SFDR-related disclosures, we are, therefore, in favour of streamlining: Pre-contractual
and periodic templates should be simplified, and limited in length, while still providing the key features of
an investment, comprising the product’s sustainable objectives or characteristics, binding elements of
the investment strategy and main KPIs for measuring sustainability performance. . Elements that are not
essential to understanding the key features of the ESG proposition should be removed.

Q16a: Do retail investors find the PRIIPs KID helpful in understanding investment products? Please
provide details notably on the elements that are the most helpful and on ways to improve them. If not, are
there alternative ways to protect retail investors that could be considered, while not increasing the volume
of required disclosures
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The PRIIPs KID is not considered the most effective tool for helping retail investors understand product
features. As outlined by the ESMA Securities and Markets Stakeholder Group (ESMA22-106-3809) and
supported by the European Commission’s 2022 KANTAR report, the document is often too long, overly
technical, and visually dense, making it poorly suited to the reading habits and financial literacy levels of
the average retail investor.

Although the PRIIPs KID is rarely read, it remains important as it is often the only pre-contractual
information provided to retail investors for investment products accessible to them. However, before
proposing any changes, we would caution against reforms that would entail significant implementation
costs and burdens without clear, evidence-based benefits for end-investors.

We think that the one-size-fits-all approach of the PRIIPs Regulation undermines the goal of
comprehensibility. As recently suggested by the Financial Conduct Authority for the UK, we would
welcome increased flexibility for presenting the information while aligning disclosures only in certain
areas where a standard methodology is needed for data comparability, although in practice, it may be
difficult to strike the right balance between these two considerations.

As opposed to the UCITS KIID, which was specifically conceived to meet the needs of fund investors,
the PRIIPs KID was introduced without prior consumer testing. A survey conducted on behalf of the
German Banking Industry Committee (also quoted in the recent FCA’s Consultation Paper 24/30) shows
that 69% of clients did not read the PRIIPs KID. This investor behaviour needs to be investigated,
because any new legislative initiative (including those underway under the Retail Investment Strategy)
should be benchmarked against its usefulness from an investor perspective.

The PRIIPs KID - particularly the sections on costs — is not easy to understand and should be more
tailored to the needs of retail investors, without producing unnecessary burdens for manufacturers.

Examples:

e The burdensome and confusing calculation of implicit costs under the arrival price
methodology must be removed (see FCA consultation on the CCI regime, April 2025). The
current methodology for calculating transaction costs combines actual incurred costs with
estimated implicit costs, which is confusing for retail investors and can result in illogical
outcomes—such as negative cost figures. This issue was only partially addressed in the latest
revision of the PRIIPs RTS (Art. 12 of EU Regulation 2021/473), which introduced an artificial
floor by limiting transaction cost disclosures to explicit costs only. Instead of applying such
fixes, the underlying calculation methodology itself should be fundamentally revised to ensure
clarity, accuracy, and relevance for retail investors.

e The disclosure of performance scenarios has been highly misleading for investors. These
scenarios are not an appropriate way to communicate the performance outlook of funds whose
returns depend on the performance of their underlying portfolio assets. Instead, past
performance should be the sole performance indicator for such funds and other linear products,
in line with the established UCITS KIID framework. Furthermore, the requirement to update
performance scenarios on a monthly basis imposes a significant operational burden on
managers and offers limited value or actual transparency to retail investors. We therefore call
for the removal of performance scenarios entirely.

e The Reduction-in-Yield methodology is not relevant for investment funds given that the PRIIPs
methodology already provides a detailed cost breakdown. The concept of RIY is also overly
complex for retail investors, leading to confusion in the KID. Cost indicators expressed as
percentages often do not align with the monetary amounts shown, undermining clarity.
Moreover, the metric is interpreted inconsistently across different EU countries, reducing
comparability.
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e Comparing PRIIPs data in a meaningful way remains impossible for retail investors, as many
figures are not calculated in a standardised manner. For example, inducement-based
investment funds (such as mutual funds) disclose maximum cost figures, even though actual
costs may be lower. Conversely, products without inducements may fail to present a full cost
picture, since distribution costs (charged solely by the distributor) and third-party costs (such
as spreads or fees from market makers) are often omitted.

¢ Misleading warning alert in Art. 8(3) PRIIPs-Reg "You are about to purchase a product that is
not simple and may be difficult to understand": PRIIPs are products that are developed especially
for retail investors. A standardised warning offers no added value to investors because it lacks
specificity. A generic warning that applies broadly to certain product types — without assessing
them individually — serves only to deter retail investors, contradicting the European
Commission’s objective of encouraging greater retail investor participation in capital markets.

Sustainability section in the PRIIPs KID

To promote consistency in sustainability disclosures, the inclusion of a sustainability section in the PRIIPs
KID, as well as the MIFID Il Level 2 sustainability preferences, should only be considered as part the
upcoming review of the SFDR Level 1 framework . We therefore welcome the co-legislators’ agreement
in the recent Retail Investment Strategy trilogue to postpone the introduction of a sustainability section
in the PRIIPs KID until after the SFDR Level 1 review has been completed.

Q17: For firms: Do you measure investor engagement with KIDs and digital disclosures (e.g., click-
through rates, reading time, or interactive tools)? Are these available in formats adapted to mobile-
first environments? Please explain your reasoning and provide practical examples, or evidence drawn
from experience, where available.

As asset managers typically do not maintain a direct relationship with retail clients, our insights on this
topic are second-hand and based on feedback from distributors and intermediaries.

In practice, PRIIPs KIDs are rarely used by advisers or retail investors when investment advice is
provided. Other product materials—such as factsheets —are generally preferred, as they are perceived
to be clearer and more accessible. One of the main challenges is that the PRIIPs KID, while intended to
improve comparability and transparency, is not presented in a way that is intuitive or easy to understand
for either party.

Retail clients almost never request the PRIIPs KID proactively, and when these documents are provided
automatically—such as in the context of material changes—there is typically no reaction or follow-up
from the client. This indicates a very low level of engagement.

As a result, while firms invest considerable resources into producing and maintaining KIDs to comply
with regulatory requirements, their actual usage and value for clients remains limited. These documents
are also not currently optimised for mobile-first formats or interactive use, which may further reduce their
accessibility and relevance in today’s digital environment.

We therefore encourage future efforts to focus on more engaging and user-friendly formats, especially
in light of the low practical impact of the current disclosure regime.

Q18: Do retail investors find the costs and charges disclosures helpful in understanding the costs
of investing? Please provide details notably on the disclosures that are the most helpful (e.qg., total costs,
illustration of cumulative effect of costs on return) and on ways to improve them. If not, are there alternative
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ways to protect retail investors that could be considered while not increasing the volume of required
disclosures?

See answer to questions 15a and 16a.

Q19: Do firms apply layering of information on costs on charges on digital platforms or in mobile
applications (e.g., by showing only the total amount and percentage on the order screen, and all
required information in a PDF)? Please provide details, also on the appreciation of retail investors of this
application of layering.

As investment product manufacturers, we provide the required cost and charges information—through
the European MiFID Template (EMT) and European PRIIPs Template (EPT)—to distributors, who are
responsible for transforming this data into cost disclosures for end clients. As such, we do not have direct
experience with how this information is layered or presented on digital platforms.

However, we understand that some service providers do apply layered disclosures. In our view, the first
layer of information should be presented clearly and comprehensibly, offering general but essential
details about the product to inform and educate investors. While we cannot comment on investor
preferences based on direct data, we understand from broader market observations that the total cost
and past performance of a product are among the most relevant figures for retail investors. Including
total costs in the first layer would therefore seem both appropriate and supportive of informed decision-
making.

Q20: Do retail investors find the quarterly statements helpful in keeping track of their investments?
Please select one of the following options and please explain and provide practical examples, or evidence
drawn from experience, where available.

L Yes, it provides clear and relevant information
1 Somewhat, but the frequency could be lower

No, the information is usually readily available to the retail investor online and thus the statements do
not have much added value

[J Mixed views (please elaborate)

Q21a: Do retail investors find the information on every 10% depreciation of leveraged instruments,
or the portfolio value in case of portfolio management, helpful in keeping track of their investments?
Please select one of the following options and please explain and provide practical examples, or evidence
drawn from experience, where available.

U Yes, it provides clear and relevant information
[J Somewhat, but the frequency could be lower

No, the information is usually readily available to the retail investor online and thus the statements do
not have much added value

[1 Mixed views (please elaborate)
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While the intention behind 10% depreciation notifications is to enhance investor awareness and
transparency, in practice these alerts can have unintended consequences—particularly for less
experienced or non-knowledgeable investors.

Such notifications, especially during periods of market volatility, can trigger emotional responses and
incentivise panic-selling at precisely the wrong time. Instead of supporting informed, long-term decision-
making, they can reinforce short-term thinking and reactive behaviour, which ultimately undermines
investor outcomes.

In this sense, these notifications risk being counterproductive.

Q21b: If considered necessary, how could the 10% loss reporting be improved?

We recommend removing the 10% loss reporting requirement. Rather than supporting better investor
decision-making, these alerts often have the opposite effect, inducing panic selling, especially among
less experienced retail investors.

Q22: To what extent do questions and measures on customer due diligence in accordance with
AML/CFT requirements create barriers that prevent retail clients to start investing? Please select
one of the following options and please explain and provide practical examples, or evidence drawn from
experience, where available.

LI A major barrier to investment

A contributing factor, but not the main issue
I A minor factor compared to other concerns
LI Not a factor at all

Q23: Do questions and measures on customer due diligence in accordance with AML/CFT
requirements affect the onboarding experience for retail investors? Are there particular steps in the
process that cause delays or confusion? Please explain and provide practical examples, or evidence
drawn from experience, where available.

The AML requirements can in general create some barriers that may prevent retail clients from starting
to invest. This happens in particular when the rules are designed in a “one size fits all” way, not
allowing them to be adapted, following a risk-based approach, to the different practical cases. For
example, the draft RTS proposed by EBA and subject to a public consultation in March 2025,
introduces customer due diligence rules that are unnecessarily burdensome and costly for both fund
professionals and investors. These measures do not allow the obliged entities to apply in practice a
risk-based approach. Moreover, they do not effectively target real AML risks and may undermine
financial inclusion, reduce investor participation, and harm the EU’s global competitiveness.

A specific example is the rules on non-face to face customer identification: while the new AML
Regulation supports electronic identification, the EBA’s proposals are heavily influenced by the private
banking model and overlook the intermediated structure of the fund industry. The

proposed rules impose rigid technological and procedural standards that are not suitable for all sectors.
The negative impact is particularly large when talking about potential customers not having easy
access to digital solutions. Obliged entities should have the flexibility to adopt alternative, risk-based
measures beyond electronic ID solutions, provided those solutions ensure data quality and accuracy.
They should also be free to define their own risk assessment frameworks and use tools such as ID
documents, video conferencing, or e-IDAS systems when necessary. Additionally, open-source
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verification—like the websites of legal entities, regulators, or stock exchanges—should be accepted for
confirming credentials.

Furthermore, the draft RTS of EBA on Customer Due Diligence under Art. 28(1) AMLR, and in particular
article 21, should be more aligned with the specificities of the funds’ industry, especially considering that
fund units/shares are typically sold through another financial institution, which is itself an obliged entity
under AML provisions and conducts the necessary due diligence.

Regardless of how end clients are registered in the investment fund (whether on a global account of the
intermediary or in their name), further exercise of CDD obligations by investment funds directly on end
investors should be avoided. Such duplication would prolong onboarding processes and
counterproductively affect efforts to incentivise retail investors to participate in financial products.
Moreover, it would not benefit AML/CFT purposes as it simply duplicates work already done by
intermediaries.

Q24: For firms and trade associations: to what extent do national tax regimes create barriers to
offering investment services and attracting retail investors on a cross-border basis? Please explain
and provide practical examples, or evidence drawn from experience, where available.

National tax regimes continue to pose significant barriers to cross-border investment services. Despite
some progress, the industry still faces major challenges in accessing mechanisms to eliminate double
taxation and in seeing the principle of tax neutrality for investment funds respected in practice. A key
issue is the difficulty investment funds face in accessing Double Tax Treaties (DTTs), which often
prevents them from benefiting from appropriate withholding tax (WHT) treatment. This places funds at a
disadvantage compared to direct investments. The processes for claiming WHT relief—whether through
relief at source (the industry’s preferred model) or via reclaim—have become increasingly complex,
costly, and time-consuming. These burdens deter cross-border portfolio investment and increase
operational costs for firms. Additionally, the lack of harmonisation in national tax reporting requirements
imposes further compliance burdens. Fund managers must establish large-scale, locally tailored
processes, which can discourage them from marketing products in certain Member States. This
fragmentation undermines the efficiency of the Single Market and limits investor choice. EFAMA supports
the Commission’s efforts to address these issues, including the FASTER Directive and the Code of
Conduct on WHT. However, we stress the need for effective implementation and continued political
commitment. As a long-term objective, EFAMA advocates for the abolition of WHT on payments to
UCITS and AlFs. Alternatively, we support the introduction of an EU-wide WHT rate capped at 15% and
the recognition of treaty entitlement for UCITS and comparable funds.

Q25: To what extent do tax-related issues discourage retail investors from investing in investment
products issued or manufactured in another Member State? Please explain and provide practical
examples, or evidence drawn from experience, where available.

Tax-related issues significantly discourage retail investors from engaging in cross-border investments.
The complexity and inefficiency of WHT relief procedures often result in investors being unable to claim
the tax relief to which they are entitled. This reduces net returns and undermines confidence in cross-
border products.

Differences in tax treatment between domestic and foreign funds—such as special tax return
requirements or less favourable tax rates—can be discriminatory and may infringe on the EU’s principle
of free movement of capital. These disparities often require fund providers to launch multiple versions of
the same product in different jurisdictions to ensure tax efficiency, which prevents economies of scale
and increases costs for investors.

Moreover, the lack of harmonised tax reporting standards across Member States creates additional
administrative burdens for investors and fund managers alike. This complexity deters retail investors
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from purchasing foreign funds and limits their access to a broader range of investment opportunities.
EFAMA continues to support initiatives under the Capital Markets Union (now Savings and Investment
Union) to remove these tax barriers. We also highlight positive examples from Member States that have
implemented investor-friendly tax policies, such as: Reduced and harmonised tax rates, Tax exemptions
on fund income, Simplified reporting requirements and Effective relief-at-source mechanisms. These
measures should serve as models for broader EU-wide reforms.

Q28: For firms and trade associations: Which steps do firms take to make investment service
agreements (contracts) more accessible and understandable to retail investors? Please explain and
provide practical examples, or evidence drawn from experience, where available.

Q29: To what extent do retail investors find the process of regularly/periodically providing and
updating personal and financial information for suitability assessments clear and workable? Please
explain and provide practical examples, or evidence drawn from experience, where available.

The current process is proving quite burdensome for clients. As it stands, an update of the information
is required frequently, which creates unnecessary friction and undermines the flexibility and convenience
that digital solutions are meant to provide in the client relationship.

It should be possible to assume that the information provided by the client remains up to date unless the
client indicates otherwise. A more client-friendly solution would be to include a single question before
each new transaction asking whether any personal or financial information has changed since the last
interaction. This would give the client the opportunity to update their details if needed—or proceed
directly with their intended transaction.

Q31: Are there any steps in the information collection process that could be simplified without
compromising investor protection and the objective of this collection which is to propose suitable
investments matching client profiles? Please explain and provide practical examples, or evidence drawn
from experience, where available.

Simplifying the suitability assessment — and thus the inherent information collection process — would
be impactful in simplifying the investment process for investors using investment advisory services
(non-independent or independent) or portfolio management services. We believe removing gold-plating
and facilitating further digitalisation would also be helpful in this regard.

Moreover, regarding sustainability, there is also an opportunity to simplify the information collection
process to assess the client’s sustainability preferences (SP) in accordance with MiFID Il requirements.
Most retail clients have preferences about sustainable investing. But the clients are often not familiar
with the terms and definitions that investment firms need to ask about according to the MiFiD Il Delegated
Regulation. The dialogue about the sustainability preferences needs to be clear and understandable for
clients to make informed investment decisions. Just as there is flexibility for investment firms to tailor
questions to and cover clients’ risk profiles, there should be complete flexibility for investment firms to
tailor questions to assess clients’ sustainability preferences. The rules should therefore not require
investment firms to ask questions specifically referring to rules, definitions or terminology in the
Taxonomy Regulation and/or SFDR, as these are often too complicated for most clients. Being asked
too complex questions on sustainability risks can confuse the investor, who will find the investment
process complex, and/or the client might choose to disregard sustainability concerns altogether when
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they invest again to avoid confusion. A comprehensive review of these requirements must be conducted
simultaneously with the review of SFDR to ensure regulatory convergence and alignment.

Q32: How do retail investors perceive the integration of sustainability preferences in suitability
assessments? How has it impacted the investment advice/portfolio management services they
receive? Please explain and provide practical examples, or evidence drawn from experience, where
available

While there is growing awareness and interest in sustainability among retail investors, the integration of
sustainability preferences in suitability assessments has revealed key challenges. Many clients struggle
to understand or articulate these preferences in practice, particularly when confronted with technical
classifications (e.g., taxonomy alignment, PAls, or SFDR Articles 8 and 9) and complex regulatory
language. As a result, the current framework limits, rather than enables, meaningful investor engagement
with sustainability.

Moreover, the current regulatory framework under MiFID 1I/IDD does not allow advisors to recommend
products unless they strictly match all elements of a client’s sustainability preferences. This rigidity can
result in situations where no products can be recommended, even when there are suitable products
closely aligned with the client’s intentions but not matching every single criterion. This not only disrupts
the advisory flow but may also leave clients frustrated or disengaged, ultimately impeding the broader
uptake of sustainable products.

Currently, there is no common language that coherently connects corporate information, financial product
information (in accordance with the SFDR), and the expectations of retail investors. This lack of
harmonization represents a significant obstacle to aligning the supply and demand of sustainable
products.

This underlines the need to provide more flexibility in the advice process, including translating
sustainability-related product categories into simpler, more intuitive terms. We therefore advocate for
non-binding guiding principles or illustrative questions, which would empower advisors to tailor the
conversation based on the client's understanding and preferences, while still ensuring regulatory
alignment. Furthermore, a more flexible approach to product recommendation—such as allowing the
selection of products that are "closely aligned" with SP when no perfect match exists—would significantly
enhance client experience and trust.

Since the SFDR reform will only take effect in several years, it is important to consider interim measures
that can ease the application of current rules without undermining investor protection. In this context, a
temporary pause to the implementation of the MIFID Il and IDD criteria for sustainability preferences
could be envisaged. Under such an approach, advisors would have greater flexibility to explain
sustainability features to investors and to recommend suitable products aligned with the expected SFDR
categories, so long as they ensure appropriate transparency regarding the relevant sustainability
characteristics of those products. This could contribute to a more investor-friendly advice process, while
maintaining consistency with the overarching suitability framework.

Additionally, it is crucial to recognize that sustainable investing is a continuously evolving field. As
regulatory frameworks and market standards develop, tools like the Taxonomy must be adaptable and
responsive to real-world data availability and investor needs. Insisting on rigid application of such
evolving tools without accommodating their current limitations risks creating confusion and
disengagement among retail investors.

Q34: For firms and trade associations: Have firms observed cases where clients struggle to express
their sustainability preferences in a meaningful way? How have these issues been addressed to
help retail investors? Please explain and provide practical examples, or evidence drawn from experience,
where available.
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Yes, many firms have observed that retail investors often struggle to articulate their sustainability
preferences in a clear and actionable manner. This is due to several factors, including the technical
nature of the regulatory terminology, limited time in advisory sessions, and varying levels of ESG literacy.
Investors are often unfamiliar with concepts like “taxonomy-aligned investments,” “sustainable
investments,” or “principal adverse impacts (PAls).” Without clear explanations or relatable framing,
clients tend to either default to generic preferences (e.g., "I want green investments") or opt out of
expressing any preferences altogether.

Examples of how this has been addressed:

o Simplified ESG questionnaires: Some distributors have implemented non-binding, plain-
language tools that help clients navigate their preferences by focusing on real-world outcomes
(e.g., “Would you like your investments to contribute to reducing carbon emissions?”) rather than
regulatory jargon.

e Training and support for advisors: Firms have upskilled their advisors to facilitate
conversations in more intuitive and relatable terms, backed by storytelling or examples of real-
life impact.

e Layered disclosures and visual aids: To support decision-making, firms are introducing more
visual and streamlined pre-contractual disclosures, which focus on key ESG features and reduce
cognitive overload.

Providing the much-needed flexibility to the exploration of sustainability preferences is key to reengaging
distributors and investors on sustainability preferences. In this regard, we need pragmatic interim
solutions (cf. our reply to Q32 above) as well as a clear prospect for regulatory changes. In particular,
alignment of SFDR product categories with MiFID/IDD SP, in a way that resonates with retail investors,
will be essential to regaining investor interest and thus closing the intention-action gap in sustainable
investing.

Q35a: Do retail investors find suitability reports helpful in understanding why a specific investment
was recommended? In your view, do these reports add meaningful value for clients? Please explain
and provide practical examples, or evidence drawn from experience, where available.

While we generally find the current rules well-designed, improvements could be made on the length of
the suitability assessment. This test, already made longer by the introduction of questions on ESG
preferences, risks now being even lengthier with the top-up addition of the new “best interest” test.

A disproportionately lengthy intake (e.g., inquiring in detail about the client's financial situation or
knowledge) can become a barrier for prospective investors. This point was also raised in the RIS study
commissioned by the EC (“Kantar study”) and motivates the EC decision to propose a lighter
onboarding regime for independent advice. Furthermore, the fact that products such as crypto-assets
are accessible without warnings or questionnaires also sends a contradictory message to first-time
investors: safe, diversified and retail-by-design products are harder to access than unregulated, highly-
volatile products or assets.

We feel that there is significant room for improvement in the way these reports are produced and used
in practice. In order to make the process more efficient, we would recommend:

1. Extending the suitability-light regime to commission-based advice.

Since products as UCITS and retail AlFs are already designed for mass retail clients, a lighter
suitability regime — proportionate to the narrower scope, risk and complexity of retail products —
could really improve the investment journey across the EU, including creating more digital
solutions for many clients. Therefore, this regime should be available to all clients, regardless
of whether they seek fee- or commission-based advice. Arbitrarily excluding a segment of
clients from this option would put them at an unfair and unjustified disadvantage. It would also
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be a lost opportunity to serve many European investors. However, we stress that this should
not result in the preferential treatment of specific types of funds.

2. Assessing suitability at the portfolio level, not product-by-product.

Assessing suitability at the portfolio level, rather than on an individual product basis, would
align regulatory requirements with real-world investment practices. Investors rarely hold a
single product in isolation; instead, they construct diversified portfolios aimed at achieving long-
term financial goals, while managing overall risk. Evaluating each product independently
can lead to fragmented advice, potentially discouraging suitable diversification or
leading to over-cautious recommendations. A portfolio-level approach would better reflect
clients’ holistic financial circumstances, allowing advisors to tailor strategies that optimise
outcomes across risk tolerance, investment horizon, and investment objectives. This shift
would reduce unnecessary complexity in the investment process and enhance the
relevance and coherence of advice provided under MiFID II.

3. A new best interest test must be avoided.

The suitability test already incorporates the principle of acting in the client’s best interest.
Introducing an additional best interest test risks undermining the suitability test by prioritising cost
over other critical factors. Advisors must retain the ability to recommend products with valuable
qualitative features, as currently ensured by the suitability test. It is essential that the investment
process and client journey are not made too complex or lengthy, as this discourages investor
participation. The current MiFID tests are already extensive and burdensome for retail clients,
requiring initial discussions of at least 30-60 minutes.

Q35c: For firms and trade associations: What steps have firms taken to ensure suitability reports
are concise, clear, and valuable to retail investors? Please explain and provide practical examples, or
evidence drawn from experience, where available.

As fund managers, we do not hold a direct client relationship, but we understand that firms aim to provide
suitability reports that are clear, concise, and tailored to the client’s profile. However, the regulatory
complexity of the suitability framework can make it challenging to communicate recommendations as
simply and accessibly as intended. Despite this, firms strive to balance compliance with delivering
information in a decision-useful manner.

Q36a: Do you believe the MiFID Il appropriateness assessment helps ensure that retail investors
understand the risks of the products they invest in? Please select one of the following options and
please explain and provide practical examples, or evidence drawn from experience, where available.

] Yes, it is an effective safeguard.
Somewhat, but there is room for improvement.
] No, it is not particularly effective.

1 Mixed views (please elaborate).

The appropriateness test is a legal requirement that arises anytime a retail clients requests to buy any
product that qualifies as complex. This test is an important safeguard in the legislation for clients who
want to trade more risky or complex products without advice.
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Nevertheless, given it relates to individual transactions, it is not relevant to include an assessment of the
customer’s risk willingness and ability to bear loss, which are closer linked to a portfolio view than
individual transactions. The current approach fails to capture the context of diversified portfolios and
long-term financial planning. Investors do not build portfolios by selecting isolated products—they
consider diversification, time horizon, and risk appetite in combination. Evaluating appropriateness
without taking the broader investment strategy into account may lead to overly cautious outcomes or
unnecessary rejections, and it can undermine investor confidence.

We therefore support a more proportionate and outcome-oriented approach to appropriateness
testing. Assessing appropriateness at the portfolio level rather than solely on a product-by-product
basis would better align with how investors build and manage investments in practice.

Q37: Do current appropriateness rules and how they are applied by firms effectively address new
types of services that combine payments, savings, and investment features? Please explain and
provide practical examples, or evidence drawn from experience, where available.

See answer to question 35c.

Q38: Are educational tools used during the onboarding process for retail clients? In your
experience, are these tools primarily aimed at improving financial literacy, or are they mainly used
to justify client access to complex financial products? Please explain and provide practical examples,
or evidence drawn from experience, where available.

Q39a: Do you believe the current approach to assessing client knowledge and experience via the
appropriateness test (i.e., going beyond self-assessment) creates any barrier to retail engagement
in financial markets? Please explain and provide practical examples, or evidence drawn from experience,
where available.

Generally, the appropriateness test should be kept as simple as possible while still protecting investors.
Overly complex assessments risk discouraging retail participation. In particular, the test is often applied
to investors seeking to trade complex products independently—typically a more experienced group. It's
important to strike the right balance: ensuring sufficient safeguards without burdening knowledgeable
investors with unnecessary checks.

Q40: Based on your experience, are there aspects of the crowdfunding investor journey that could
be improved to better support retail investors, whether in terms of clarity, accessibility, or overall
user experience? If so, please explain which aspects you would amend and why, including any
suggestions for improvement.

Q41: Does the current regulatory framework strike the right balance between protecting retail
investors and allowing them to take informed investment risks? Please explain and provide practical
examples, or evidence drawn from experience, where available.
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No, we consider that the level of information about investment risks is excessive compared with risk /
return indicators and past performance.

Investor protection is crucial, and the legal framework is essential in creating the right set of rules.
However, these rules must generally still allow banks and investment firms the flexibility to tailor the
investment experience and their investment products to their investors.

The current regulatory framework stipulates a lengthy process of tests — both within the investment firm
(i.e. product governance assessments, quality enhancing services requirements, etc.) — and directly
towards the investor (suitability tests, appropriateness tests, sustainability preferences, AML/CTF due
diligence, etc.). These tests all stand to be possibly expanded and supplemented with the ongoing
discussions on RIS.

Specifically in terms of risks, the regulatory framework currently requires that investors are presented
with “risk warnings” at many stages throughout the investment process. When individuals do not fully
understand how markets work or how to evaluate risk and return over time, they are more likely to shy
away from investing altogether. This hesitancy is further amplified by the regulatory focus on risk
warnings, which can come across as overly complex and intimidating to the average retail investor.
Rather than informing, such disclosures often deter participation by emphasizing potential losses
without sufficient context on long-term benefits. This is further compounded by inconsistencies between
the PRIIPs KID and MiFID disclosures, which can be confusing for investors.

Q42: Are there any aspects of the retail investor experience — whether related to firm practices or
the regulatory framework — that are not sufficiently addressed in this consultation or in the current
MiIFID Il rules? If so, please explain where changes in rules, or further supervisory attention or guidance
may be helpful.

No, we do not believe there are major gaps that require new regulatory interventions. It is important to
recall that the European Commission has committed to reducing unnecessary bureaucracy, and care
should be taken not to introduce additional, far-reaching, and inefficient regulations.

In this sense:

e The amount and content of investor information should be reviewed to ensure it is genuinely
useful and understandable to the average retail client. Quality and clarity should take
precedence over quantity.

o Documents and disclosures that add administrative burden without delivering real value to
clients should be eliminated.

e Information requirements should follow a “need to know” approach, leveraging digital tools
such as apps and websites to make additional information available upon request—without
overwhelming clients or unduly burdening firms.

For example, the Retail Investment Strategy (RIS) includes proposals that risk duplicating existing rules
without delivering tangible benefits. Specifically, there is no clear need for an additional value-for-
money (VfM) procedure. Under Article 69 of MiFID I, competent supervisory authorities already have
the power to request information to identify and investigate outlier products. Furthermore, MiFID II
includes a "best interest" test, and proposals to expand this requirement risk adding complexity to the
investor experience without delivering clear added value.

In summary, the focus should be on ensuring that existing rules are applied effectively and in a
proportionate, outcome-oriented manner, rather than introducing new layers of regulation that
complicate the investor journey.
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EFAMA is the voice of the European investment management industry, which manages EUR 28.5
trillion of assets on behalf of its clients in Europe and around the world. We advocate for a
regulatory environment that supports our industry’s crucial role in steering capital towards
investments for a sustainable future and providing long-term value for investors. Besides fostering
a Capital Markets Union, consumer empowerment and sustainable finance in Europe, we also
support open and well-functioning global capital markets and engage with international standard
setters and relevant third-country authorities. EFAMA is a primary source of industry statistical
data and issues regular publications, including Market Insights and the EFAMA Fact Book.

More information is available at www.efama.org
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