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A package of measures setting higher expectations of firms

The FCA’s new Consumer Duty 

Consumer 
Principle

New Consumer Principle (Principle 12) 

A firm must act to deliver good outcomes for retail 
customers

Cross-cutting Rules

Overarching Cross-cutting Rules

1. Act in good faith towards retail customers

2. Avoid foreseeable harm to retail customers

3. Enable and support retail customers to pursue 
their financial objectives

Four Outcomes

Four Outcomes for the key elements of  the 
firm-consumer relationship:

1. Products and services

2. Price and value

3. Consumer understanding

4. Consumer support

Structure of the Consumer Duty

Key points:

• Intended to create ‘paradigm shift’ in firms’ treatment of 
retail customers.

• Many proposals framed as positive, proactive actions 
which firms must take.

• Concept of ‘reasonableness’ will require firms to 
demonstrate greater judgement in determining how 
their actions, processes etc. deliver good outcomes.

• Principles 6 and 7 disapplied where Principle 12 applies.

• SM&CR: All conduct rules staff required to act to deliver 
good outcomes for retail customers. 

• Underpinning the Duty with rules/guidance will give FCA 
additional routes for enforcement.

• Implementation required by 30 April 2023.
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An evolution, expansion and strengthening of the FCA’s focus on good customer outcomes

The FCA’s new Consumer Duty References:

All quotes from CP21/36 unless otherwise stated.

Key shifts in the FCA’s proposed approach

Existing Approach

• Principle 6: Firms must ‘pay due regard to the interests of 

customers and treat them fairly’.

• FCA has previously taken enforcement actions against some 

firms for failing to prevent ‘foreseeable harm’*

• Principle 7: Communications must be ‘clear, fair and not 

misleading’.

• General expectation that firms consider value of products 

and services. Specific requirements in some sectors e.g.  

general insurance (value measures) and asset management 

(fund value assessments).

• Duty of responsibility (s.66 FSMA 2000). Requirement to 

take ‘reasonable steps’ to prevent breaches in area of 

responsibility.

• Consumers may bring court action in certain circumstances 

(e.g. under CRA). FCA can decide if ‘private persons’ have 

right of action for breach of rules but not Principles.

Proposed Approach

• Principle 12 and Cross-cutting Rules: Firms “must act”.

• Cross-cutting Rule 2: Firms must ‘avoid foreseeable harm to 

retail customers’.

• In addition to being clear, fair and not misleading, 

communications must ‘equip customers to make effective, 

timely and properly informed decisions’.

• Products/services must provide fair value. Manufactures 

must carry out value assessment. Distributors must be 

satisfied that distribution arrangements are consistent with 

providing fair value.

• New rule requiring all conduct rules staff to ‘act to deliver 

good outcomes for retail customers’. Obligations under 

Duty proportionate to seniority and role. Existing conduct 

rule 4 disapplied.

• FCA to keep possibility of PROA under review in light of 

evidence of firms’ embedding of and compliance with the 

Duty. 

A proactive obligation on firms to act

Potential Private Right of Action (PROA)

Expansion and strengthening  of 
requirements regarding fair value

Strengthening of requirements on 
customer communications

Greater prominence of and emphasis on 
avoiding ‘foreseeable harm’

Accountability extended to  meeting the 
standards of the Duty
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Key Actions for firms – Outcome 1: Products and Services 

The FCA’s New Consumer Duty 

Consumers can only pursue 
their financial objectives and 
avoid foreseeable harm when 
products and services are fit 
for purpose. Firms, acting in 
good faith, should design and 
distribute products and 
services to meet this aim.

Confirm that all your products have a definitive 
target market and your distribution arrangements 
aligned to it

Perform a risk-based assessment of products against 
the new requirements with specific consideration 
for consumers with vulnerable circumstances

Update your existing product governance 
arrangements e.g. testing products and services 
and closed vs. open book 

Establish, document and agree roles and 
responsibilities across the product’s value chain
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Key Actions for firms – Outcome 2: Price and value

The FCA’s New Consumer Duty 

Consumers experience harm 
where they do not get value for 
money. A lack of fair value 
therefore causes harm and is 
unlikely to be consistent with 
customer realising their 
financial objectives. Firms 
cannot act in good faith if they 
are knowingly selling poor 
value products or services. 

Assess whether the business model and strategy is 
complementary or in conflict with good customer 

outcomes and the Consumer Duty

Establish / enhance the pricing and fair value 
framework . Include: price, product benefits, 

utility, service and margin

Define fair value for your customers with 
consideration of all stages of the value chain 

including remuneration received by third parties 
(distributors and outsourcers)

Conduct a price and fair value risk 
assessment of products (open and closed) 

to assess value received by customers
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Key Actions for firms – Outcome 3: Consumer understanding

The FCA’s New Consumer Duty 

Consumers can only be 
expected to take responsibility 
where the firm’s 
communications enable them 
to understand their products 
and services, their features and 
risk, and the implications of 
any decisions they must take.

Risk rating of customer communications 
will help with prioritisation and determining 
which communications should be subject to 
consumer testing

Review and testing of communications 
using a range of tools depending on the risk 
of harm

Mapping customer journeys will support 
the firms understanding of key touch points 
and higher risk activities

Review existing governance arrangements 
for communications and financial 
promotions
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Key Actions for firms – Outcome 4: Consumer Support

The FCA’s New Consumer Duty 

Consumers can only pursue their 
financial objectives where the 
firm supports them in using the 
products and services they have 
bought. A product or service 
that ca customer cannot use 
and enjoy is unlikely to offer fair 
value. The support firms provide 
should enable consumers to 
realise the benefits of the 
products and services they buy, 
pursue their financial objects 
and ensure that they can act in 
their own interests.

Mapping customer journeys will support the firms 
understanding of key touch points and where 

friction or failure of service is likely to cause harm

Assess customer needs with the target market in 
mind but also the impact of any vulnerabilities 

either at the point of sale or over the life of the 
product

Identify barriers and unnecessary costs (sludge 
practices) to ensure that customers are able to fully 

enjoy the benefits of the product or service

Check adequacy of contingency plans to manage 
delivery of support for key touchpoints in the 

event of excess demand or service failure
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Key Actions for firms – Monitoring and Governance

The FCA’s New Consumer Duty 

A key part of the Consumer 
Duty is that firms assess, test, 
understand and are able to 
evidence the outcomes their 
customers are receiving. 
Without this, it will be 
impossible for firms to know 
that their products and 
services are performing as they 
and the customers would have 
expected and in a way that is 
consistent with the Consumer 
Duty.

Review the existing management 
information and data used to support the 
oversight of the delivery of good customer 
outcomes across the firm

Annual assessment preparation with a 
focus on ensuring the Board is aware of 
the significance of the assessment and it’s 
role in the approval

Review the control framework to ensure 
there is sufficient coverage of issues or 
foreseeable harm. This should include  but 
not be limited to outcome testing

Training for staff on the new requirements 
and conduct rule and what it means to 
“act to deliver good customer outcomes 
for retail customers”
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Key Steps to get ready

The FCA’s New Consumer Duty 

Key steps to get ready

The FCA’s Consumer Duty implementation deadline of 30 April 2023 requires firms to work at pace to ensure it is prepared for this 
paradigm shift in regulation. We have set out below the four stage journey we expect firms will need to follow as it implements the 
requirements of the Consumer Duty:

Phase 3 – Design & Build Phase 4 – Embedding & AssurancePhase 1 – Programme set-up Phase 2 – Discovery & Planning

• As firms move towards 

implementation, we expect Phase 

4 to focus on post implementation 

assurance activities, such as 

targeted outcome testing, second 

line or internal audit reviews. 

• Ongoing assurance will be key to 

providing the firms annual 

attestation on whether the firm is 

acting to deliver good outcomes 

for customers.

• In this phase, firms will focus on 

the design and/or update to 

policies, processes and systems 

that will be required to meet 

the requirements. 

• The scale of the task will 

depend on the maturity of 

existing frameworks and the 

complexity of the business 

model. 

• In this Phase we would also 

expect assurance activities over 

the firm’s approach and design.

We expect that as part of Phase 2 

firms will undertake a number of 

key activities including:

• Gap analysis against existing 

practice that exists within their 

firm;

• Validate their understanding of 

the scale of change required;

• Develop a plan of work to 

support timely implementation

of the FCA’s requirements.

Firms will need to establish a 

robust change programme 

governance framework, including:

- Executive ownership

- Oversight committees

- Work stream structure

- Programme plan

- Risk management

- Working groups

- Information flows
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