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REGULATORY BACKGROUND

Regulators in the EU have created policies aimed at establishing sustainability risk assessment 
at the heart of firms’ investment decisions, governance, and risk management processes. 
Sustainability risk is defined as “an environmental, social, or governance event that if occurs, 
could cause an actual or a potential negative impact on the value of the investment due to its 
harmful sustainability impact.

One aim of this is to harness the preferences of investors in directing the flow of capital towards 
investments that support carbon sustainability and away from fossil fuel activity.

SUITABILITY ASSESSMENT 

During the financial advice process, a Financial Broker will carry out a suitability assessment. 
A suitability assessment requires consumers to answer questions about their financial 
circumstances, personal circumstances, and objectives in order for the Broker to be able to give 
appropriate advice. Financial Brokers are now also required to ask questions about sustainability 
preferences when advising on Insurance Based Investment Products (IBIPs).

It is important to note that your preferences may affect the risk profile and/or expected return 
of your selected financial investment.  You should discuss this with your Financial Broker

SUSTAINABILITY PREFERENCES 

“Sustainability preferences” can be defined as whether you want consideration to be given to 
the possible negative impact that your savings, investment portfolio or asset management may 
have on people, the environment or society.



QUESTIONS YOU WILL BE ASKED

Your Financial Broker will establish sustainability preferences by seeking consumers 
preferences in the following areas and you may specify a minimum part of your portfolio 
(10,20,30% etc) that will be invested with these objectives:

• Do you want a certain minimum of your investment in economic activities that contributes substantially 
 to one or more of the environmental objectives such as climate change mitigation and adaption, pollution 
 prevention and control, the sustainable use and protection of water and marine resources?

• Do you want a certain minimum of sustainable investments to be included in your product recommendation? 
These are funds/products that are invested in economic activity that contributes to an environmental goal, 
investments in economic activity that contributes to a social objective and investments that contribute to 
tackling inequality, fostering social cohesion, social integration or labour relations, and investments in human 
capital or economically or socially disadvantaged communities.

• Do you want the possible negative impact on people, the environment or society of the investment to be 
considered? For example, carbon emissions, damage to biodiversity and ecosystems, and pollution prevention 
and control. 

Do you want consideration to be given to the 
possible negative impact that your savings, 
investment portfolio or asset management 
may have on people, the environment or 
society?
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Your Financial Broker will provide you with financial 
planning and product recommendations based all 
the information gathered in respect of financial 
circumstances, personal circumstances, attitude to 
risk and sustainability preferences. Sustainability 
preferences are only a part of your profile, and do not 
dictate product choice.   

Where you do not answer the question whether you 
have sustainability preferences or answers “No”, the 
Broker may consider you as “sustainability neutral” 
and recommend products both with and without 
sustainability-related features.

Given that sustainable investments are relatively new 
to the market, there may not be products available 
that suit your ‘sustainability preferences’ which are in 
line with personal and financial circumstances. 

Where this is the case, your Financial Broker will 
advise you of this and you will be given the option 
to amend your ‘sustainability preferences’. Products 
that have some sustainability features but are not 
matching your specific sustainability preferences, 
cannot be recommended to you unless you adapt your 
preferences. 

PRINCIPAL ADVERSE IMPACTS EXAMPLES
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No product meets the initial 
sustainability preferences of 

the customer

A product meets the initial 
sustainability preferences 

of the customer

Recommendation of IBIP 
that matches the initial 
ustainability preferences

Recommendations of 
another IBIP if it matches 
the adapted preferences 

Customer has 
sustainability preferences

1.

Customer unable to specify a 
preference with regard to 

sustainability aspects

Recommendation of IBIP that has 
sustainability features matching 
customer’s generic preference 

as best as possible
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While every care has been taken in the production of this guidance, no legal responsibility or liability is accepted, 
warranted or implied by the authors or Brokers Ireland in respect of any errors, omissions or misstatements. 
This publication is intended as a guide only and does not purport to be legal advice. Readers are advised to seek 
independent professional advice before acting on anything contained in this publication.

Customer can adapt his/her 
sustainability preferences
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