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The aim of this study is to build on previous self-funded
waves looking at vulnerable customers and focus on the
impact of the current Cost of Living Crisis on this audience

To provide an up-to-date
picture into the lives of
vulnerable consumers and
how their situations impact
them on a day-to-day basis
in the short, medium
and longer term

To understand expectations
around customer service
including channel preferences and
the increased role of digital

To explore vulnerable
consumers’ needs,
priorities and experiences
relating to their finances

Ultimately, the core focus of the
research is to understand how the
Cost of Living crisis is impacting

To und‘erstand hOYV the To identity how financial vulnerable consumers and
term ‘vulnerable” has p.rov1ders can offer identify how financial providers
become more acceptable assistance and support can support them with potential
since the events of the last when Customers are solutions in: customer support,
few years and the current experiencing vulnerabilities flexibility and product
Cost of Living crisis and encourage disclosure

development etc.

Gm Straightforward approach
hypivg Clear commercial thinking



We completed two waves of Qualitative research

Spring 2022 Autumn 2022
* 15 x Online/telephone immersions 8 x Online/telephone immersions
Individual « Mix of ages/life-stages/locations * Mix of ages/life-stages/locations
Depth Interviews - All experienced/attected by one or - All experienced/attected by one or
more of the FCA vulnerability drivers more of the FCA vulnerability drivers
Video/Telephone
« All experienced some form of » All experiencing financial difficulties
financial detriment or impact as a result of the CoL

Health Life Events Financial Resilience Financial Capability

Low financial understanding
Condition or illnesses that Maijor life events such as Low ability to withstand or low confidence in managing money.
affect the ability to carry bereavement, job loss or financial or emotional shocks Low capability in other areas (literacy,
out day-to-day activities relationship breakdown numeracy, digital skills)

FCA vulnerability drivers
Sraghtorsard spprosch



Understanding
Vulnerability



13 just wish we had family near so I could
feel like I had some support nearby. It feels

Shabi (40) like our problems get worse every day 29
« Struggling financially to support family due to reduced

household income/salary | €¢ Ijust can’t sleep and
» Relocated to new area for cheaper housing I'm always exhausted 99

e Children switched to state school trom independent
sector

* Reduced grocery bill by switching supermarkets

e Central heating now on maximum one hour in the
morning and evening and showers every other day

* No support network as parents and tamily in Pakistan

* Problems sleeping and both her and husband anxious
and under medication

» Furloughed during Covid pandemic for 7 months
» Sutters with anxiety and depression
* Regularly uses overdratt and lends money trom parents

Gm Straightforward approach
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Case Study 66 We've always been financially stable but since
the pandemic we’ve both been earning less and we
don’t have any money to spend on the day-to-day,
Sarah (30) let alone doing up the house ¢4

e Furlough during pandemic and career hasn’t

recovered since “My partner has depression but I just
« Now contracting but income is erratic and lower don’t have the time to check-in on

than previously - only one household income

» Financial issues impacting relationship with partner
with — partner is depressed due to his lack of work
and income

« Suifering from poor mental health and depression Unemployment

him as ’'m either working or worrying
about the situation we’re in 99

« Feel like life is on hold & Reduced
Income
e Suffered a fraud attack — bank account closed Mental health
and made to feel like her own fault issues &
« Watching TV less, using slow cooker etc. - all to Depression

try and save money Relationship

- Dreading Christmas due to lack of money and ez
the pressure of spending

G“Sw Straightforward approach
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Life on
Hold




¢ just never seem to go out much these
days, I used to see my friends often,

but since the crash I feel like 'm always
DEYEk (55) at home watching TV and all the fun has
 Had a car accident which has meant he has had to gone out ot lite 77
change jobs and now earns far less than he did ¢ .
- He also has a reduced social life due to mobility issues We had to tell the children
» They now are always looking at ways to save money A we couldn’t afford to them for
and this has worsened with the CoL - changed to a Christmas this year, so we're going
discount supermarket, buying less food, sold items to theirs for Christmas Iunch 99
on eBay

* For the first time they will not be hosting Christmas
tor their family as they can’t attord it

* He is always stressed and worried about money
and feels isolated socially since the accident
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Case Study “My life has changed so much in the last

few years that I don’t even feel like the
Peter (42) same person. There’s not a lot to feel
happy about these days 99

* Recently divorced and lost a parent in last 12 months
» Social circle has reduced due to divorce

» Had to downsize and household bills now only
covered by one salary

* Always looking for bargains and has switched
to a cheaper car

» Can’t afford to go on holiday Relationship

» Not seeing children at Christmas as they are Breakdown
going to see his ex-wite and new partner

» Relationship breakdown, upheaval and change

in circumstances as well as a lack of disposable Dis LgZZble @ Downsized
income has resulted in mental health and £O Inpcome

depression issues

6 with the energy bills going up and
who knows what will happen in 2023,
I'm terrified to tum the heating on ¢

Mental health
issues &
Depression
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The Impact of the Cost of Living
Crisis on Vulnerable Customers



Whilst most consumers display some form of
vulnerability as seen in previous waves, economic
and social conditions can drastically exacerbate this

Vulnerability can affect any AN
of us at any time and the scale O 44 )
of the UK population that is We've both got good jobs,

‘vulnerable’ is ever increasing we own our own home and have

always been able to afford what we
sl RISING COST OF LIVING

D\

-

wanted, but now we’re constantly
wornrying about money and how
we’re going to pay the bills and

[n recent years we have
seen how the pandemic has

impacted consumers and now RISING BORROWING still manage to feed the fam1ly”
we're experiencing one of - COSTS
the worst economic crises o :
in generations The current economic climate is

impacting consumers both rationally

and emotionally and support from tinancial
Clear commercial thinking providers will need to be multi-taceted

Straightforward approach



The Cost of Living Crisis is leading to an
increase in the size of the ‘vulnerable’ audience

Covid encouraged a sense of ‘we’re all in Beyond the immediate impact on personal and household

it together’ as we saw in 2020/21 and finances, the CoL is causing far wider implications on:
now the Cost of Living crisis is having a

similar impact with the wider population

now appreciating the scale and impact ot . Confidence & self-doubt
current economic conditions

 People’s anxiety & worries ¢ Relationships ¢ Future plans

« Social lives & friendships

...Which all ultimately impact on the mental health and
wellbeing of the UK population

Sense of
togetherness

Worry

The CoL crisis is exacerbating
the challenges tor many who

Depression

are already vulnerable, but
also leading more consumers
to teel both tinancially and
emotionally exposed

Delayed plans Concern
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Rising household costs are resulting in increased
budgeting and reduced discretionary spending

costs are all impacting on the disposable income of ‘vulnerable’

- Rising food and fuel bills, increased mortgage and borrowing —
individuals and families as well as the wider population

Reduced leisure time spending and

socialising can have severe repercussions,

Hquseholds are cutting .back On unnecessary prenditure with many stating their mental health and
with leisure time spending (e.g. socialising/eating out) one of wellbeing is suffering as a result of their

the key areas to be reduced overall sense of anxiety and inability to
know what their future holds

entertainment and events Fears over what 2023 will bring is creating a
sense of panic and concern and preventing
consumers from making any future decisions

Scaled back Christmas, reduced spending on presents, tood and

Anxiety and concern and a sense of the unknown as to what
the Winter and 2023 would bring is resulting in a lack of overall

financial confidence and unwillingness to spend or make future Vulnerable customers desire

plans in the short to medium term and need a sense of financial
N The focus for many is on financial stability and confidence to

consolidation and self-preservation minimise the impact on their

straightforward approach current ‘vulnerable’ situations



Increased acceptance
of ‘vulnerability’



. Victims of personal and wider economic

Recent events have resulted in a greater circumstanpces, ‘vulnerable’ consumers
acceptance of being ‘vulnerable’ desire to be treated as individuals and

not classitied with a group name which
Whilst still not a desirable term for the majority to be associated suggests:
with, there is a wider acceptance that circumstances, often beyond * Weakness
their personal control can lead them to feeling ‘vulnerable’” without * Susceptibility ‘
being designated with the banner » Disadvantaged

14

Negative in definition and Just because I feel vulnerable, doesn’t

B T O - mean I want to be treated as being

‘vulnerable’ does describe vulnerable and lumped together with

how many feel, but is a everyone else who may have problems. Financial providers
personal and sensitive feeling We’re still customers and we want to be and organisations

and not one which should treated with respect and perhaps some need to be cautious

ever be used publicly or as a
definition for a category of
individuals:

extra care and attention. But never ever ‘Q’ith t_elfmif}Olcl)SY fC])Ol’l |
call me vulnerable or mark me down as CeligEoIEag WRaeIE|ole

’ ds hel customers, particularly
someone wro neeas neip 99 in communications and

s st s digital signposting




Whilst rejecting the term ‘vulnerability’ customers
can more readily accept their situation by identifying
themselves with more generic descriptions

FCA ‘Vulnerable Customer’ drivers:

Health Life Events Financial Resilience Financial Capability

Low financial understanding
Condition or illnesses that Maijor life events such as Low ability to withstand or low confidence in managing money.
affect the ability to carry bereavement, job loss or financial or emotional shocks Low capability in other areas (literacy,
out day-to-day activities relationship breakdown numeracy, digital skills)

In lowering their acceptance and resistance The FCA drivers encourage customers to associate
Gusto k barriers, customers begin to appreciate their own themselves with the categories and accept to themselves
USLO KEYy personal situation and become more open to the that they indeed may be ‘vulnerable’ as a result of their

findings: potential of additional help and support from situation. Case studies can also have a similar effect and
their financial providers and may encourage encourage individuals to identity themselves with others
them to disclose in certain circumstances. and accept their own personal circumstances.
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Barriers to and
Encouraging Disclosure



Despite a greater acceptance that anyone can become
vulnerable, barriers still exist to disclosing situations
to others, particularly to more ‘formal’ providers

€61t 1 told my bank that I
NG desire to di Accepting their own vulnerabilities and [ 79 =980 lack of was worried about
p(;rsgi;? si(iu;iicc;f: situations is not always easy, but revealing unde.rfsta?dmg h(iw’ my financial future
: these to others (even to friends) can be a Oril, a lnaricla .
gGICOrEEISEIv difficult and for some insurmountable task | |20 A aieliliero: becab,lse of the divorce .
strangers and more able to help them they might stop my credit
SRR pyotional and psychological barriers can card or stop me from

exist which prevent individuals wanting to re-mongaging when my

open up about their circumstances, Concern that
particularly to organisations they disclosure could deal ends. I can’t really
have more ‘formal’ customer vs Impact current see how they could hé]p
provider relationships with agreements a_Yld me as | signed up for
future financial g
Anxiety caused by p]ans WhatlhaVe Mth them ”

their vulnerability and

situation may result in an
ability to face their issues
and seek help

However, recent communications and publicity of
financial providers offering more flexible solutions to

those in need has encouraged some to appreciate that
help may be available if situations are disclosed




Whilst some still appreciate the personalised
approach via telephone, digital is becoming
a more acceptable comms channel

44 . .
W If I read something online that

H g e [ Anonymous b Sevcaiiecss  could help me, I want to be able
to contact them there and then

to be able to send an email or do

Access OO & Discrete

Access to information at  Speaking to an individual Customers can have all ]

all times and ability to will always be first choice ~  their relevant information @ live chat offers me the chance
communicate personal for some vulnerable to hand before starting to deal with a prob]em
circumstances and need  customers, however a communications, being

for assistance at the growing acceptance that prompted with digital at that moment 22

most opportune moment dealing with issues via lists etc. from information

when rational and digital comms does have its  provided on help pages

emotional capability may benefits in that it can result Providers need to offer a variety of
result in the ability tobe  in a less emotionally communication channels to encompass

open to disclose charged disclosure and can all needs and preferences and ensure a

AVRIOTEI) Gl eEl Rl phone number is available for those in
or additional anxiety

need of the direct and human

R <ot g approach, sensitivity and enhanced
Rssmcn Clear commercial thinking emp athetl cre Sp onse



Helping Vulnerable Customers
through the Cost of Living Crisis



Anxiety and uncertainty are the key factors being
expressed as a result of the Cost of Living crisis

“ Flexibility

Tailored

Flexibility and a Solutions
degree of certainty
and protection are
core expectations

and desires from g CClHNY
financial providers

Advice &
Guidance

Gusw Straightforward approach
eyt Clear commercial thinking

Interest Rates
Payment periods/holidays
Terms and Conditions

Reftlecting on personal circumstances
No more ‘computer says no’

Offering best rates

Fair deals for existing customers
Recommending best rates

for mortgages, savings etc.

Budgeting tips, digital tools
Support comms — email/letter
Overdraft texts

The pandemic has taught many that
help is available if they reach out and
that financial organisations are now
more willing to offer help and support
to customers through greater tlexibility
both in terms of products and their
service offering

Communicating help and support
with tangible solutions encourages
vulnerable customers to accept their
situations and potentially reach out tor

support and assistance before issues
become worse and seemingly
insurmountable, also reducing anxiety
and improving mental wellbeing




e : €6 ve had a fair few emails
Communication is key, making customers through from my banks and

aware that their concerns can be overcome loan company informing me
that if ’'m having issues

When consumers feel their because of the Cost of LIVII’Ig

problem is more widespread crisis that I should contact them
t&esi lfleiiomedmore acctieptintg ~.  Supportive Emails as they may be able to help.
Slb L) Clilel SRIIPONTE L O p » Supportive and empathetic ’ . :
there and accessible to them @ Inclusive that everyone is suffering They ‘{e also given a few hints
S | ‘ Tangible and tlexible solutions and lips on how I could save
Communications including case Contact details — digital and phone money which I read and have
studies and examples of how implemen ted some of the
_many people.ar.e (LG (Sl _ TV and Social Media Campaigns ti
issues and anxieties encourages = Communicating support and suggeslons 99

customers to reach out to their

providers for help and support - _ highlighting potential solutions

wrmmmn  [nformation Web Pages Practical support oftered through
wwwll Avoiding any ‘vulnerable’ terminology general communications suggests
Providing practical hints and tips to inclusivity for all and encourages

help with CoL :
customers to feel less anxious and

boxed in my their own personal

' \ straightforward approach vulnerabilities by realising that

others are also suftering




Key Considerations



Key Takeouts and Considerations

The recent pandemic and current CoL crisis is generating
higher volumes of ‘vulnerable’ consumers and an increase
in anxiety is leading to a potential mental health explosion

Many households are reducing expenditure as a result
of reduced disposable income and increased outgoings
on energy and food etc.

Reduction in leisure time spending and going out is
increasing the sense of anxiety and impacting on the mental a
health of both the vulnerable and the wider population

A lack of uncertainty and constant anxiety caused by the
n rising prices and constant coverage by the media is

resulting in the inability to make short/medium term plans
with many feeling their lives are on hold

B Desire for a degree of certainty, particularly in relation

to energy process and mortgage interest rates

G“Sw Straightforward approach
eyt Clear commercial thinking

Considerations

Whilst being ‘vulnerable’ is now more widely accepted due to
recent events, the term and classification is still broadly
rejected and viewed as undesirable with negative connotations

Disclosure of vulnerabilities still remains an issue with doubt
over the level of assistance that would be provided by
financial providers and the long term impact of such actions

Despite the general unwillingness to disclose, greater
awareness exists that financial providers have the ability
to provide help and support through more flexible product
and service solutions

Digital channels are becoming a more acceptable
communication format due to their perceived anonymity
and convenience

Communications offering tangible support
and product solutions combined with hints
and tips on how to service the CoL are
cutting through and are appreciated by
vulnerable customers
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To get in touch:

Tel 0113 268 9020
Email hello@gustoresearch.com

Visit  gustoresearch.com

Follow N @gustoresearch

Charside House, 58 Street Lane, Leeds LS8 2DQ
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