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Behavioural change research — Theory

Wesentliche Anlegerinformationen

Cegeretand deses Dolamenis sind wesenithiche Informationen fir dan Anleger ber diesan Fonds. Es handelt sich richtum
‘Werbematenal. Diese Infarmationen sind gesetzhch vorgeschneben, wm thnes die Wiesensart dieses Fonds und die Risken
einer Anlage in ihnzu edawten. Wir ten thnen zur Lekeone dieses Doluments, so dass Se eine fundiente Anlageentscheidung
trefien konnen.

m  How to mobilise retail fund investments

for climate change mitigation?
(e.g. Steiauf & Schafer, 2014)
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(e.g. Busch et al., 2016; Covington et al., 2016; Hahn et al., 2015) | fraeomes betetmmen s o s o oo e
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m By modifying the “choice architecture” SO
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(cf. Lehner et al., 2015; Olander & Thggersen, 2014; Pilaj, 2015) | s e e weginge etz .
Die Einstufung des Fonds iz niche garantiert und kanm sichin Die fuigenden wesentichen Fisken wenden nich volstindig
der Zukunfrverandem. dunch den Risko-Erirags- ndilator erfasst:
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anlegen. Safern deren Ausaelerinsohven: wind cderin
wrschaftiche Schwsenglesien genit, kann das Kapial
wrdfoder die Zinsen nicht odier nicht vollsandig rurickgezahl

m By using climate performance labels _ e
Climate performance

as a form of “nudge” s S
(cf. Thaler & Sunstein, 2008; Steiauf & Schafer, 2014) A
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Behavioural change research — Methodology

m  Online choice-based conjoint survey to study retail investor preferences
m 953 participants from FR, GER, IT, SWE, CH, and UK

m Three different climate performance labels as “nudges”

| . — ) SUROUROURSIK
Climate -
Award - . o
- - e
Treatment 1: Treatment 2: Treatment 3:
“Climate award” “Impact scale” “Star rating”

(n=311) (n=322) (n=320)
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Behavioural change research — Survey and experiment design

Participants
(n=953)
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Behavioural change research — Choice task layout

If you were considering investing in a fund and these were the only alternatives, which
fund would you most likely choose?

(13 of 14)

Fund provider X J,RM[}rgﬂﬂ . ﬁ
TRD‘WHHK AssetManagement = 1-rowelyice

Financial

performance R 7 5% 7 58

B Fund

5.5% 5.5%
Benchmark
NONE: | wouldn't
choose any of
these.

Risk class LEEECEDaEEHENE EREEPS

Fund costs 0.75% per year 2.25% per year 1.5% per year
Climate . e 1 r |
performance A
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Results — The relative importance of climate performance

30%
27%

9 20% 2%
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22% 22% 22% 22%
0,
20% " 9% 189%
(o]
0,

16% 150,

15% 14%
11%

10% -
5% -
0% . |

Provider Financial perf. Risk class Fund costs CI| ate perf.
-
Star rating subsample (green) i{;;g?:f , - ,.,*,.,

- ok
m n=320 - 4,480 decisions b

m  Climate performance (23%) is at par with fund costs (22%) and risk class (22%),
and more important than financial performance (19%).
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Star rating subsample — Relative importance by investor segment

35%
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16%
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B Influence (n=77) Considered (n=101) ® No influence (n=142)

“Influenced” investor segment (green)

m Climate performance (30%) is by far the most important attribute, and nearly
twice as important as financial performance (16%).
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Star rating subsample — Relative importance by cognitive reflection
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(n=149) (n=75) (n=59) (n=37)

“Intuitive” investors (green)

m  For intuitive investors with a cognitive reflection score of O, climate performance is
the most important attribute (26%).
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Summary and implications

1. Climate-related information can have an impact
on retail investors’ decisions.

257

2. The strength of this impact depends on how the
information is presented.

3. To serve as a strong nudge that activates preferences
for a high climate performance, a star rating seems
to be an appropriate design.

4. Intuitive and experienced investors are more 'y
o . . Award E
susceptible. And even undecided investors can be
nudged.
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Summary and implications

Theoretical implications — The importance of retail investor preferences

1. Studying climate label design can help refine “nudging theory”
(cf. Lehner et al., 2015; Olander & Thegersen, 2014; Pilaj, 2015)

2. Climate finance research requires a behavioural economics perspective
(cf. Pilaj, 2015; Steiauf & Schafer, 2014)

Policy and management implications — Changing the investment climate

1. Climate labels may mobilise climate-related retail investments
(cf. Lehner et al., 2015; Olander & Thggersen, 2014)

2. Mandatory climate labelling may motivate new market segments
(cf. Eurosif, 2014)
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Thank you very much for your attention.

Dr. Florian Lideke-Freund

University of Hamburg
Faculty of Business, Economics & Social Sciences
Chair of Capital Markets and Management

florian.luedeke-freund@wiso.uni-hamburg.de
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Cognitive reflection test — Based on Frederick (2005)

m A batand a ball cost 1.10€ in total. The bat costs 1.00€ more than the ball. How
much does the ball cost?

Correct: 5 cents False: 10 cents

m If it takes 5 machines 5 minutes to make 5 widgets, how long (in minutes) would it
take 100 machines to make 100 widgets?

Correct: 5 min False: 100 min

m In alake, there is a patch of lily pads. Every day, the patch doubles in size. If it takes
48 days for the patch to cover the entire lake, how long (in days) would it take for
the patch to cover half of the lake?

Correct: 47 days  False: 24 days
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Climate label designs

m  Definition of climate performance labels

“Funds ... can invest in more climate-friendly or in less climate-friendly companies. For the
following decision task, the funds are rated according to this climate performance ... Imagine
that a fund can score a maximum of 100 points for its positive contribution to mitigating
climate change.”

Sample1 | 57-60 rating points * L\Z K ;ﬁ 1y X

n=320
71-80 rating points ) & & SNEPNK
91-100 rating points ) & & & *

Sample 2 | 1-33 rating points , |
n=322

34-66 rating points e A |

67-100 rating points e 1

Sample 3 | 70-100 rating points
n=311 Award
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Part-worth utilities and relative importances

Part-worth utilities (orme, 2014)

m  Part-worth utilities of attribute levels are estimated by means of
regression analyses

m Decisions = dependent variable / fund attributes = independent variables

Relative importances (orme, 2014)
m  The relative importance of attributes for the total utility of an alternative

m Ratio of the utility range of an attribute and the sum of all attributes’
utility ranges
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Part-worth utilities and relative importances

Part-Worth Attribute Attribute
Attribute  Level Utility Utility Range Impartance
T
A 30
Brand B 60 » 60-20=40 (40/150) x 100% = 26.7%
C 20
—_
$50 90 |
Price  §75 50 » 90 -0=90 (90150} = 100% = 60.0%
$100 0
Red 20 . _ _
Color Dink a > 20-0=20 (20150} = 100% =13.3%
Utility Range Total ‘
40 + 90+ 20 =150
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Sub-samples
STAR RATING AWARD IMPACT SCALE
Mean |Std.dev.| Mean |Std.dev.| Mean |Std. dev.

Gender 0.38 0.49 0.37 0.48 0.42 0.49

Age 48.27 13.91 47.22 13.83 46.93 13.78

Employment 2.66 1.08 2.69 1.05 2.62 1.02

Socio-demographic |Qualification (entrance) 1.22 0.41 1.21 0.40 1.22 0.42
variables Qualification (degree) 1.49 0.50 1.44 0.50 1.46 0.50
Living standard 3.05 0.99 3.06 1.01 3.00 0.98

Marital status 2.63 1.11 2.70 1.13 2.61 1.15

Number of children 1.96 0.88 1.99 1.52 2.02 0.96

Investment horizon 5.78 1.65 5.70 1.62 5.84 1.65

Investment experience 3.14 0.98 3.12 0.99 3.24 1.03

Willingness to take risk (self-st.) 5.11 2.42 4.83 2.41 5.00 2.40

Behavioral variables |Risk aversion (Holt & Laury) 4.20 2.04 4.10 1.99 4.13 2.17
Financial literacy 7.01 2.70 7.00 2.74 6.75 2.83

Trust in financial statements 3.22 1.37 3.19 1.35 3.40 1.46

Trust in sustainability statements | 3.04 1.45 3.10 1.36 3.22 1.46
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Utilities and importances

AWARD (n=311) SCALE (n=322) STAR RATING (n=320)
Attributes / Average
Attributes Rel. imp. (%) [SD (%) [Rel. imp. (%) |SD (%) |Rel. imp. (%) |SD (%) |levels utilities SD
Fund provider 0.16| 0.12 0.15| 0.11 0.14| 0.11|Fund provider
Well-known 16.97| 43.31
Known -1.66| 35.22
Less known -15.31] 31.97
Financial perf. 0.22| 0.13 0.20f 0.12 0.19| 0.12|Financial perf.
9.5% vs. 7.5% 33.43| 40.72
7.5% vs. 7.5% 2.31] 27.95
5.5% vs. 7.5% -35.74| 43.01
Risk class 0.24| 0.13 0.25| 0.13 0.22| 0.12|Risk class
Class 7 (high) -46.43| 46.12
Class 4 (med) 19.14| 35.62
Class 1 (low) 27.28| 47.43
Fund costs p.a. 0.27| 0.14 0.22| 0.12 0.22| 0.13|Fund costs p.a.
2.25% -30.61| 56.75
1.5% 10.50| 25.42
0.75% 20.11] 55.02
Climate perf. 0.11f 0.10 0.18| 0.11 0.23| 0.13|Climate perf.
5 stars 46.47| 40.27
3 stars 7.79] 28.09
1 star -54.26| 42.40
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