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What is the consumer 
understanding outcome?

This outcome effectively asks firms to put 
themselves in their clients’ shoes when 
considering whether their communications 
equip clients with the right information, at 
the right time, to understand the product or 
service in question, make effective decisions 
and take appropriate action.
Under your firm’s obligations to meet the Consumer 
Duty rules, you must determine your own approach 
for assessing that your clients understand the 
communications they receive from you and that these 
communications enable them to act effectively and 
appropriately where they need to.

Your firm needs to carry out an assessment 
of the communications your clients receive
In this step-by-step guide, we’ll take you through an 
approach you could use to identify which of your 
communications may require consumer testing. We 
will guide you on tailoring communications, taking a 
proportionate approach to testing and the ongoing 
monitoring of outcomes. These will illustrate how your firm 
could get started in meeting this part of the Consumer 
Duty rules.

As an advice service offering clients a personal 
recommendation and annual suitability reviews, you 
are likely to be better positioned than many other types 
of financial services provider. At the heart of a personal 
recommendation is ensuring that your clients understand 
their own needs and how you are helping them achieve 
those. The annual review also ensures that you are 
stepping in to ensure that clients are aware of any 
remedial action to take when they need to.

Clear communication means that clients understand 
why you are recommending what you are, the need 
for review and to make changes if required. This is what 
the Consumer Understanding outcome is all about. So 
make sure you identify any gaps and document existing 
processes to ensure its consistently delivered. 

Particular care should be taken with vulnerable customers.

To recap, what the customer understanding 
outcome requires
 . identifying the key information needs of your clients.
 . identifying when they need the information and making 

sure they get it at the right time.
 . ensuring that they can understand the information. 

‘Understand’ is key, the comms must be in a style that 
clients understand and can and will act where they 
need to.

 . where appropriate, testing client understanding and 
checking that clients are taking suitable action (including 
not taking actions they shouldn’t).

What it’s not
 . tailoring every communication to meet the needs of 

each individual client. Although you will do this some of 
the time as part of a personal recommendation.

 . always communicating with clients via all, or particular 
channels of communication. 

 . testing all communications.
 . verifying that all individual clients have understood 

the information provided. Rather, firms should take 
appropriate steps to satisfy themselves that their 
communications are likely to be understood by their 
recipients. But again, you are likely to be doing this when 
communicating your personal recommendations.

Third party including platform provider and 
fund manager communications
While it’s not your direct responsibility to ensure 
communications by other firms such as platform 
providers or fund managers meet the expectations of 
the Consumer Duty, you must still satisfy yourself that 
all communications you pass on to your own clients are 
appropriate for their needs. If you identify or become 
aware of a communication which is not clear or fair or 
for example is causing confusion, you do need to notify 
the firm producing the communication. It’s good practice 
to consider this an important part of your due diligence. 
You should hold providers to account to ensure that their 
communications to your clients are clear and timely. 

Finalised Guidance 

Consumer 
understanding outcome

Chapter 8
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Consider why you are  
doing this 

The consumer understanding outcome rules retain the 
obligation under Principle 7 for firms to communicate 
information in a way which is clear, fair and not misleading. 
But the consumer understanding outcome builds on this by focusing on you: 
 . Identifying when clients should be taking action and ensuring your 

communications are effective in giving clients the information they need 
to take action. Part of this is about supporting client understanding through 
clear and relevant communications. But your communications also need 
to be timely and where appropriate explain the consequences of action or 
inaction. This will maximise the likelihood of your clients acting appropriately. 

 . Designing your communications to the appropriate target audience. You 
need to consider the type of client/s in your products or services and 
construct and deliver your communications in a way that most of them will 
understand, including taking additional consideration for the needs of any 
clients with characteristics of vulnerability.

A key additional requirement now is that firms for the first time, will be required 
to determine what extent of customer testing they need to undertake in order 
to ensure customers understand the information provided. Firms are likely to 
focus on those areas where there is potential for consumer harm. Firms are 
required to implement customer testing (where appropriate). This includes 
before sale, at the point of sale and ongoing communication with clients. 

Whilst the FCA rules do say that customer testing is to be carried out where 
“appropriate” – it is the case that firms which provide clients with personal 
recommendations on investments and related instruments/products would 
likely be deemed by the FCA to be carrying out medium to high risk activities by 
way of advising on investments which carries risk and as such, it is the case you 
will be expected to carry out sufficient level of customer testing. 

Part 1
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Identifying which of your communications 
may require consumer testing

We would suggest a good starting point is to identify and document your key touch points and 
communications with clients.

What should you consider focusing on?
Think of all the different ways in which you communicate 
with your clients – Including all of the different documents 
you may provide them with.

Consider both one-to-one verbal and written 
communication (e.g. suitability reviews) as well as any 
communications you may send to a group of clients at 
the same time (e.g. a communication to all clients to give 
reassurance on a major investment market change or a 
generic mailing reminding them if they have a specific 
need to contact you).
 . Personal recommendations and annual review 

documents are key to ensuring your clients understand 
their needs and act when necessary. As such these are 
arguably the most important communication you will 
have with your clients. It’s likely these will need testing to 
ensure consumer understanding. But it’s likely you are 
checking evidence as part of the advice anyway and by 
doing this taking the appropriate steps to satisfy yourself 
that these communications are being understood by 
the recipients.

 . Any generic communication you do to multiple clients, 
particularly those which are likely to lead to your client 
needing to take action, also need considering for review. 
Similarly, if you have any generic communications you 
provided to onboarding clients explaining to them the 
service you are providing and the cost of that service (for 
example, client agreement documents or equivalent), 
then this should be a focus. You are less likely to be 
testing these already and will need a different process 
when you do. 

What should you consider identifying  
and documenting? 
For one -to-one interactions and generic mailings to 
multiple clients, you should consider identifying and 
documenting the following;
 . the key touch points with your clients – i.e. what are the 

most important times that your comms (both written 
and verbal) need to be effective

 . the communications issued at these touch points

Prioritisation 
Having written the information down, you can then 
prioritise. Remember - proportionality. The FCA doesn’t 
expect you to test everything. What they want you to do is 
identify the most important communications and why, so 
you can test the right communications. 

For those key touchpoints and 
communications, document:
 . why it’s needed
 . when the communication is made 
 . the channel(s) of communication
 . the likely recipients (target market)
 . the potential for risk and harm to the client if the 

communication isn’t understood.

Consider prioritising communications which definitely 
require a client to consider something, and/or take action 
and communications that may be more technical and 
difficult to understand in nature

Following the above process will help you to identify which 
of your communications are the ones most likely to deliver 
good outcomes for clients or avoid foreseeable harms. 
The communications that have the most potential for risks 
of harm to the client - if they are not understood - should 
be given the highest priority. 

Next steps
Identify and document your key 
touch points and communications 
with clients. Document why these 
are the most important to deliver 
good client outcomes in order that 
you can evidence why you will 
focus on these for improvement 
and testing.
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One-to-one communication

Your firm will be required to have processes to test client 
understanding of your one to one communications where 
there is potential for consumer harm. This includes verbal 
as well as written communications.

Having identified, documented and prioritised your key 
touch points and communications with clients, it’s likely 
you will have listed one-to-one communications, such as 
giving a personal recommendation or an annual suitability 
review, as among the highest priority for testing. 

Testing consumer understanding
At the heart of a personal recommendation or on annual 
suitability review with your client, is ensuring that they 
understand their own needs and how you are helping 
them achieve those. Therefore, it’s likely, as part of the 
advice you provide, that you are already testing consumer 
understanding in these one-to-one communications. 
However, what the Consumer Duty requires you to do is to 
also provide evidence of this.

You’ll already be tailoring some one-to-one 
communications to meet the needs of the individual client. 
For example, considering the level of knowledge and 
understanding the client has before providing your advice 
to ensure it’s being understood, it’s suitable and delivers 
good outcomes. You should document the approach or 
processes you have for this.

Where you specifically adapt your approach to ensure 
a one-to-one communication is being understood by 
a client who has characteristics of vulnerability, you 
should also document this and be able to evidence how 
you have satisfied yourself that the advice provided has 
been understood.

An example of evidence of testing would be if you get 
feedback from clients following your advice meetings. 
So, determine the testing you are doing already, before 
working out where you need to do more. There is no need 
to duplicate.

If you identify any one-to-one communications you 
need to test where you aren’t already or you want to 
supplement existing testing then agree the approach for 
testing these and schedule some time in to do it. But we 
would encourage you to plan it out. Define what you want 
to test and how you are going to do it so it is as efficient 
as possible

For testing to be effective, it’s important to structure 
the questions you ask in a style that will result in an 
accurate measure of understanding in an objective way. 
For example:
 . If the goal was to explain certain product choice options, 

an objective question would be ‘please explain the 
options available to you’ or to ask the respondent to 
choose the product that would be most suited to them 
and to explain why.

The aim of your testing is to learn from the findings 
and adapt future communications to improve client 
understanding and support good outcomes. It’s important 
to document your findings and any actions taken as an 
outcome of this testing. If no action was needed, then 
document this too.

Next steps
 . Identify where you are already 

carrying out testing of your 
one-to-one communications 
and ensure this is documented 
including how you take action to 
ensure the communication has 
been understood. 

 . Schedule testing any one-to-
one communications that need 
it. Carry out testing of identified 
communications. Make any 
changes required as a result of 
the findings.

 . Document the findings and 
any actions undertaken as 
an outcome of this testing. If 
no action was needed, then 
document this too.

 . Report the findings and action 
taken to the Board (or equivalent 
Management body with 
responsibility for Consumer 
duty) to review and approve an 
assessment of whether your 
firm is delivering good outcomes 
for clients. Capture this in the 
Board report.

Part 2
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Communications to groups  
of clients

For the first time, your firm will be required to have processes to test (where appropriate) 
client understanding of generic communications you issue to multiple clients where there is 
potential for consumer harm.
Having documented and prioritised your key touch points 
and communications, it’s likely you will have identified 
generic communications that you issue to multiple clients. 
You should focus testing on the ones that are likely to lead 
to your client needing to take action or that explain to 
clients the services you are providing them and the cost 
of those services. Your onboarding documents which set 
out your service and charges are likely to be key but there 
could well be other ongoing communications too.

Testing consumer understanding
For generic communications to multiple clients you have 
identified, there is no prescribed or one-size-fits-all testing 
method. One option is to test your communications on 
a sample of clients, if however, you are sample testing 
then ensure that the clients you test are representative 
examples of the intended recipients.

Firms therefore need to assess the make-up of the target 
market for any communication they undertake in sufficient 
detail in order to be able to assess the capabilities of the 
likely recipients. Consider the following:
 . What could you reasonably be expected to know about 

the sophistication, financial capability and vulnerability 
of clients in the target market. 

 . It would be prudent to assume a low level of 
sophistication and capability unless there’s clear and 
robust evidence to the contrary. 

Once you have worked out what you need to test, then it’s 
good practice to schedule testing in advance and book 
some time out of the diary for this to make sure it happens.

Testing could be done face-to-face, virtually, over the 
telephone or using other channels and undertaken by your 
firm or using a third-party specialist resource. 

Examples of testing methods that could be used include:
 . interviews
 . focus groups
 . surveys for feedback and responses via a questionnaire 

(online or paper)
 . A/B testing which is comparing two versions of a 

communication and measuring the difference in how 
well each is understood. You give one version to one 
group and the other version to another group.

As part of testing, it’s important to structure the questions 
you ask in a way that will result in an accurate measure of 
understanding in an objective way. For example, if the goal 
of a communication is to convey the cost of a product, an 
objective follow-up comprehension question would be 
‘what was the cost of the product?’ 

Not all clients will engage with, or fully understand, all 
aspects of communications about financial products and 
services. Nor will all clients make decisions in their best 
interests. The purpose of your testing is to satisfy yourself, 
that through the appropriate use of testing and the 
evidence you have collected, that your communications 
are likely to be understood by their intended recipients and 
support good outcomes. You can’t force all your clients to 
take action but you can demonstrate you have tried.

That said, where a client is clearly acting against their 
own interests for reasons which are either not explained 
or irrational then you need to consider probing further 
since the root cause may be with your communication or 
an alternate reason which suggests the customer needs 
additional support. 

It’s important you document the findings and any actions 
undertaken as an outcome of this testing. If no action was 
needed, then document this too.
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Firms aren’t expected to tailor all communications to 
meet the needs of each and every individual client. 
However, in scenarios where a client requests something 
or it becomes apparent they require specific information 
or further explanation, you are expected to respond and 
act reasonably in the circumstances to deliver good 
outcomes by providing this information in a way the 
client is likely to understand.

The FCA has provided points to consider when 
presenting information in a communication which 
show good practices and generally enhance the clarity 
of communications to support consumers in making 
effective decisions. 

These can be found in Appendix 1.

Next steps:
 . Schedule testing of any generic 

communications to multiple 
clients that need it. 

 . Ensure you include any 
onboarding documents as  
these are likely to be key.

 . Carry out testing of identified 
communications. 

 . Make any changes required as  
a result of the findings.

 . Document the findings and 
any actions undertaken as an 
outcome of this testing.  
If no action was needed, then 
document this too.

 . Report the findings and action 
taken to the Board for review 
and approval of whether your 
firm is delivering good outcomes 
for clients. Capture this in the 
Board report.
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Ongoing monitoring

Having identified your key communications that required testing, prioritised these and 
gone through the testing process, you now need to monitor consumer understanding on an 
ongoing basis to ensure your communications continue to help clients make effective, timely 
and properly informed decisions.
You could do this by collecting and making use of the 
outputs of your testing and relevant management 
information (MI) to monitor the impact of communications. 
Plan in time during the year to gather this and analyse it. 
This will enable you to identify similar communications 
that may require further investigation and take actions as 
a result.

You could use the following types of data to monitor that 
your communications are having their intended impact 
and being understood by your clients:
 . the findings from any testing of communications
 . client response rates to communications which 

prompt action
 . broader analysis of whether clients are following 

instructions in communications
 . analysis of responses to communications during client 

journeys, including responses and drop-out rates at 
each stage

 . product take-up rates
 . product switching and closure rates
 . complaints data

A good practice example would be if when looking at the 
client response rate to a communication which required 
an action, you notice a lower response rate than you would 
normally expect for this type of communication. This 
may indicate that the communication has not supported 
clients’ understanding by providing them with sufficient 
information to make an effective decision. You should 
investigate and take the appropriate action. It’s important 
you document what action is taken as a result. For 
example, this may be adapting the communication. 

You should exercise judgement and adopt a 
reasonable and proportionate approach to 
monitoring communications. The frequency of reviews 
should consider the nature and complexity of the 
communication, the scope for harm if the information 
being conveyed were misunderstood or overlooked and 
if it includes information designed to prompt or inform a 
decision, and the relative importance of that decision.

Remember, if ongoing monitoring identifies your 
communications are not having their intend impact, you 
must carry out further investigation and remedy any issues 
to support good client outcomes. 

Next steps:
Define and document a process for 
the ongoing monitoring of identified 
communications and source the 
relevant MI to enable this. 

Ensure the appropriate governance 
processes are in place to oversee 
this process and keep a record of 
resulting actions taken. 

If no action is needed, then 
document this too. In terms of 
ongoing monitoring of outcomes, 
your firm’s Board needs to review 
and approve an assessment of 
whether your firm is delivering good 
outcomes for clients. Capture this in 
the Board report.

Part 3
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Appendix 1

FCA guidance on effective communications
The FCA has also provided examples of good practices 
that generally enhance the clarity of communications 
(Chapter 8.13). You should consider these to support 
customers in making effective decisions.

They are detailed here:
 . Layering - This is where key information is provided 

upfront with cross-references or links to further detail 
and can be particularly effective online. The key 
information is likely to include any action required by 
the customer and any consequences of inaction. If the 
customer needs to make a choice about a product 
or service, the key information is likely to include the 
key features, benefits, risks and costs of that product 
or service.

 – When layering, firms should ensure the information 
they provide is coherent. So, for example, if a firm is 
providing a package of information to a customer 
and highlights key product features in a cover letter, 
those features should be described in a way that is 
consistent with other documents. If this is not the case, 
the overall package of information will not be coherent 
– and this will undermine customers’ understanding. 

 – Firms should also layer information in a way that 
is effective. For example, providing some, but not 
all, information upfront on costs or spreading this 
information across several documents is unlikely to 
support consumer understanding. A better approach 
could be to put all relevant information about a 
particular issue in one place or layer it in a way so 
that it is all inter-linked.

 . Engaging - Communications should be designed in a 
way that encourages consumers to engage with them. 
This is particularly important where the communication 
is prompting the consumer to act. The key information 
should be easy to identify. For example, by means of 
headings and layout, bullet points, display and font 
attributes of text. Design devices such as tables, graphs, 
diagrams, graphics, audio-visuals and interactive media 
can also improve the effectiveness of communications 
by making them more engaging. 

 . Relevant - Firms should consider the appropriate 
level of detail for each communication. They should 
take into account what customers need to know, the 
kind of decision to be made by their recipients where 
applicable, and where confusion could arise. For 
example, information on a simple, low-risk product 
intended for mass market consumers, is likely to 
involve a different style of communication than would 
be appropriate for a complex investment or pension 
product. Firms should avoid unnecessary disclaimers. 
Key information can be overlooked if detail is provided 
that is unnecessary for a particular communication, 
and information overload can deter consumers from 
engaging with communications. Shorter, concise 
communications are more likely to be read and 
understood. Lengthy and technical communications 
can confuse or overwhelm readers. Firms should help 
consumers to navigate the information they provide, 
explaining relevant context and any jargon or technical 
terms in a simple way.

 . Simple - Effective communications will present 
information in a logical manner. Where possible, 
jargon or technical terms should be avoided. Where 
the use of jargon or technical terms is unavoidable, 
firms should explain the meaning of key terms in plain 
and intelligible language that consumers are likely 
to understand. This will also help to build consumers’ 
trust. Absolute costs and standardised terms can help 
to keep communications simple and aid consumer 
understanding, helping them to compare different 
options available to them. 

 . Well timed - Firms should communicate with customers 
in a timely manner and at appropriate touch points 
throughout the product lifecycle, such as at contractual 
breakpoints, giving them an appropriate opportunity 
to take in the information and, where relevant, assess 
their options. This will help to put customers in a position 
where they can make effective decisions on an 
informed basis.

Finalised  
Guidance 
Chapter 8.13
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