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Interest in sustainable investments

A characterisation exercise of Italian investors
based on CONSOB surveys

Abstract

This paper analyses the individual characteristics that are associated with interest in
sustainable investments as reported by participants in the 2019 and 2021 waves of the surveys
of the CONSOB Observatory on ‘Approach to Finance and Investments of Italian Households'.
In line with the insights of the economic literature, interest is positively correlated with mul-
tiple features, such as the level of education and the robustness of the economic-financial
situation, perceived knowledge of sustainable investments, financial knowledge, and digital
knowledge, personal traits such as: social preferences; propensity for financial control; invest-
ment experience and holding of a diversified portfolio. Conversely, interest is found to be neg-
atively correlated with age, risk aversion, and liquidity holding. The work provides empirical
evidence that may be useful for the elicitation of investors' sustainability preferences, which
the most recent European requlatory developments require as part of the suitability assessment
to be carried out by investment firm offering investment advice or portfolio management ser-
vices. The analysis provides useful indications with respect to the design of 'financial eco-
literacy' initiatives and financial education, in particular with regard to segmenting the target
audience of the initiatives and defining the training content.

Keywords: retail investors, sustainable investments, sustainability preferences, personal finance, financial advice, financial knowledge,
financial education.

JEL Classifications: D14, D91, G11, G41, G53.
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1 Introduction and main conclusions

Retail investors' interest in sustainable investments has grown significantly
in recent years. In the domestic context, according to the CONSOB surveys on invest-
ment choices of Italian households (SIFI), the share of investors stating they are willing
to consider financial instruments with sustainability features has increased from 60%
in 2019 to around 74% in 2021. The figure is also confirmed at international level'.

The evolution of the European regulatory framework on sustainable finance
raises the need to understand the individual characteristics of investors interested in
sustainable finance. Among the regulatory innovations introduced by the Action Plan
on Financing Sustainable Growth published in March 20182 , Delegated Regulation
(EU) 2021/1253 requires that as of 2 August 2022, intermediaries authorised to provide
investment advice or portfolio management services must also take into account 'pos-
sible sustainability preferences' in the suitability assessment. ESMA intervened by
providing information on possible adjustments to the questionnaires used for customer
profiling (so-called MiFID questionnaires).

In this context and in line with the regulations, it is crucial to understand how
sustainability preferences can be detected and, in particular, which are the character-
istics to focus on as potentially revealing sustainability preferences®.

Economic literature provides some indications regarding the potential drivers
of investors' approach to sustainable investments, suggesting, among other things, the
detection of socio-demographic characteristics, financial knowledge, and personal
traits. However, these indications must be supported by empirical evidence since the
relationship between interest in sustainable investments and individual characteristics
may vary depending on the context.

This Working Paper provides a contribution by identifying the variables that
are associated with the interest of Italian financial decision-makers in sustainable in-
vestments, as noted in the CONSOB surveys on the investment choices of Italian house-
holds (SIFI) in 2019 and 2021. In line with the indications of the economic literature,
interest is correlated with multiple aspects, including: the level of education and the
soundness of the economic and financial situation; the perceived knowledge of sus-
tainable investments, financial and digital knowledge; personal traits such as social

1 Forinternational evidence, see 2Investing Initiative (2020), Invesco (2021a) and Globescan Radar (2021).
2 For a detailed reconstruction see Linciano et al. (2021).

3 As will be clarified shortly, this study is not concerned with the analysis of MiFID questionnaires (and the detection
of sustainability preferences through them) but seeks to understand which individual characteristics can be asso-
ciated with the interest in sustainable investments. In particular, the paper is based on the annual surveys by the
CONSOB Observatory on the investment choices of Italian households for the years 2019 and 2021. The surveys
are carried out based on a questionnaire prepared by CONSOB and administered to a representative sample of the
population of Italian financial decision-makers. It should be noted that during the survey period, the obligation to
identify sustainability preferences for the purposes of assessing the suitability of intermediaries when providing
investment advice and portfolio management services had not entered into force yet.
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preferences; the approach to financial control; experience in investment matters, own-
ing a diversified portfolio together with stocks, corporate bonds and funds. Conversely,
interest is negatively correlated with age, risk aversion and liquidity.

The analysis provides empirical evidence and food for thought useful with a
view to identifying investors' sustainability preferences in the context of the suitability
assessment. The detection of sustainability preferences for customer profiling can be
distorted by poor knowledge, both when it refers to the general concept of sustainable
investments and (and even more so) when it refers to the specific categories of sus-
tainable investments identified by the European legislator. The preference for sustain-
ability declared by individuals can also be influenced by behavioural biases and emo-
tional factors that, if not adequately considered, can have a distorting effect on the
detection. However, many of the variables relating to the interest in sustainable in-
vestments are already subject to detection by intermediaries for customer profiling
purposes*. Therefore, the Working Paper allows potential synergies to be captured with
respect to what intermediaries have already collected for the purpose of extracting
information content that is useful for measuring sustainability preferences.

The paper also provides useful indications with respect to the design of 'fi-
nancial eco-literacy' initiatives and financial education, with regard to the segmenta-
tion of the target audience of the initiatives and the definition of the training content.
As will be detailed later, these initiatives prove necessary, because if interest in sus-
tainable finance is increasingly widespread, most retail investors are not yet familiar
with the notions relevant to investment choices, both basic notions and notions refer-
ring to sustainable financial instruments.

The Working Paper is organised as follows. After recapping the main regula-
tory innovations in terms of detection of investors' preferences for sustainability and
transparency of information on sustainable financial products (section 2), the study
briefly reviews the economic literature that has investigated the socio-demographic
and behavioural characteristics and financial choices associated with individuals' ap-
proach to sustainable finance (section 3). This is followed and concluded by a descrip-
tion of the results (section 4). Finally, the Appendix contains a short analysis of the
characteristics of those investors who declare to hold sustainable financial instru-
ments, based on a matching sample exercise (Appendix 2).

2 Recent European regulatory developments relating to
sustainability preferences of retail investors

One of the regulatory innovations following the launch of the European Com-
mission's Action Plan on Financing Sustainable Growth in 2018 concerns the suitability
assessment in the context of the advisory and portfolio management service.

4 See also the Discussion paper ‘Customer profiling for suitability assessment. Follow up to the 2012 study on a
sample of Italian intermediaries', Adria et al. (2022).



The provisions of Directive 2014/65/EU on the financial instruments markets
(the so-called MiFID 1) and the Guidelines issued by the European Securities Markets
Regulator (ESMA)® were complemented by Delegated Regulation (EU) 2021/1253 con-
cerning the integration of sustainability factors, sustainability risks and sustainability
preferences in certain organisational requirements and operating conditions of invest-
ment firms. Delegated Regulation (EU) 2021/1253 established that as of 2 August 2022
intermediaries authorised to provide investment advice or portfolio management ser-
vices shall also consider in the suitability assessment the ‘possible sustainability pref-
erences' of the investor with respect to defined categories of sustainable financial in-
struments’.

5 ESMA, "Guidelines on certain aspects of the MiFID Il suitability requirements" 28 May 2018. https://www.esma.eu-
ropa.eu/press-news/esma-news/esma-publishes-final-guidelines-mifid-ii-suitability-requirements. In more detail,
ESMA recommended the collection of the following information in the suitability assessment:

- marital status of the client (especially the client's legal capacity to commit assets that may belong also to his partner);

- family situation (changes in the family situation of a client may impact his financial situation e.g., a new child or a
child of legal age to start university);

- age (which is mostly important to ensure a correct assessment of the investment goals, and in particular the level
of financial risk that the investor is willing to take):

- holding period/investment horizon, which indicates the willingness to hold an investment for a certain period of
time):

- employment situation (the degree of job security or that fact the client is close to retirement may impact his financial
situation or his investment objectives);

- need for liquidity in certain relevant investments or need to fund a future financial commitment (e.g., property
purchase, education fees).

Furthermore, with specific reference to sustainability, ESMA, in light of the 2018 Action Plan on Financing Sustainable
Growth of the European Commission and anticipating the spirit of the subsequent regulatory interventions, as part
of the suitability assessment, deems it to be good practice to also consider non-financial elements and to collect
information from the customer on their preferences with regard to environmental, social and corporate governance
factors and to take them into account when assessing the range of financial instruments to be recommended.

6 Commission Delegated Regulation (EU) 2021/1253 of 21 April 2021 amending Delegated Regulation (EU) 2017/565 as
regards the integration of sustainability factors, risks and preferences into certain organizational requirements and
operating conditions for investment firms.

7 Article 1 of Delegated Regulation (EU) 2021/1253 specifies that the definition of "sustainability preferences" refers to
the choice, by a client or potential client as to whether and, if so, to what extent, one or more of the following financial
instruments shall be integrated into his or her investment:

a) a financial instrument for which the client or potential client determines that a minimum proportion shall be in-
vested in environmentally sustainable investments as defined in Article 2, point (1), of Regulation (EU) 2020/852 of
the European Parliament and of the Council (i.e., an environmental goal specifically addressed by the European tax-
onomy for example biodiversity, pollution...);

b) a financial instrument for which the client or potential client determines that a minimum proportion shall be in-
vested in sustainable investments as defined in Article 2, point (17), of Regulation (EU) 2019/2088 of the European
Parliament and of the Council (SFDR Regulation), i.e., in activities with a social or environmental objective, in a mini-
mum proportion determined by the client or potential client;

¢) a financial instrument that considers principal adverse impacts on sustainability factors.

If a client's sustainability preferences are not compatible with the financial products offered, the new EU Regulation
requires companies providing investment advice to refrain from recommending unsuitable services. They must then
explain to their clients why they are not able to offer them financial products in line with their expectations on sus-
tainability and keep track of these reasons. If the client decides to adapt his sustainability preferences to better adjust
them to the financial products offered, the investment company must keep track of the client's decision and the
relative reasons. In all cases, the report provided to the customer following investment advice must include a summary
of the advice provided and an explanation of how the recommendation provided is suitable for the customer to the
extent that it meets their: investment targets; time horizon; knowledge and experience; risk tolerance; ability to bear
losses; preferences in terms of sustainability.
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On 23 September 2022, ESMA published the Guidelines on certain aspects of
the MiIFID Il suitability requirements aimed at updating the suitability assessment to
take into account the sustainability preferences requlated in the aforementioned Reg-
ulation. The most important innovations included in the ESMA guidelines concern: i)
the collection of information from customers about their preferences in relation to the
different types of sustainable investment products; ii) the assessment of sustainability
preferences and the consideration of these preferences as an integral part of assessing
customer suitability; iii) specific organisational requirements in terms of adequate
training of the personnel in charge of the relationship with the customer on sustaina-
bility issues as well as the monitoring of the customer's sustainability preferences (if
any) and any updates of these preferences. In addition, in order to help investors to
understand the concept of 'sustainability preferences’ and the choices to be made in
this context, the ESMA document states that investment firms should explain to the
customer clearly and avoiding a technical language: what sustainability preferences
are; the distinction between different environmental, social and governance factors;
the difference between sustainable financial products and products without sustaina-
bility characteristics®.

The innovations referred to in Delegated Regulation (EU) 2021/1253 and in
the ESMA document, aimed at ensuring that the offer of investment products with
sustainable characteristics is as close as possible to the preferences of potential inves-
tors, are embedded in the regulatory framework outlined by EU Regulation 2019/2088
on information on sustainability in the financial services sector (SFDR). This Regulation,
entered into force on 10 March 2021 with the aim of strengthening information trans-
parency and investor trust in financial intermediaries in relation to the effective pursuit
of sustainable investment targets, introduces the obligation for financial market par-
ticipants and financial advisors to communicate sustainability commitments at entity
level and with reference to the financial products defined by the Regulation itself (Ar-
ticle 2, section 1, no. 12)°.

3 Approach to sustainable investments: review of the
literature

Surveys of retail investors' approach to sustainable finance show that (per-
ceived and actual) knowledge on sustainability, sustainable investments and related
vocabulary is low overall (AMF, 2021b; CONSOB, 2021; Gutsche et al., 2021).

8  Available at the link: https://www.esma.europa.eu/press-news/esma-news/esma-publishes-final-guidelines-mifid-ii-
suitability-requirements-0.

9 In particular, EU Regulation 2019/2088 (SFDR) identifies three main types of financial products offered: i) not sustain-
able financial products that do not integrate any type of sustainability risks (Article 6); ii) sustainable financial products
pursuant to Article 8 that promote, among other characteristics, environmental or social characteristics, or a combi-
nation of those characteristics, provided that the companies in which the investments are made follow good govern-
ance practices; iii) sustainable products pursuant to Article 9 that have a sustainable investment goal and that, for
example, have an index designated as a reference benchmark.



The delay in so-called sustainable finance literacy (Filippini et al., 2021) can
negatively affect interest (IFEC, 20219, hinder the spread of positive approaches to
green finance (Bethlendi et al., 2022) and constitute an important barrier to accessing
the financial market (Filippini et al., 2021; Invesco, 2021a, 2021b and Finra, 2022™).

Therefore, it is worth understanding which factors may affect knowledge and
interest in sustainable investments, starting with individual characteristics.

In addition to the evidence on the positive relationship with financial culture
(Gutsche and Zwergel, 2020; Anderson and Robinson, 2021; Gutsche, Nakai and Ari-
mura 2021; Aristei and Gallo, 2021), a considerable number of contributions show that
knowledge and interest in sustainable finance are positively associated with socio-
demographic variables such as gender, young age, educational level (Diouf et al., 2016;
Dorfleitner and Nguyen, 2016; Rossi et al, 2019; 2Investing Initiative, 2020), financial
condition as measured by wealth and income (Dgskeland and Pedersen, 2016).

Among the ethical values and psychological traits, altruism and so-called so-
cial preferences play a positive role, i.e. the propensity to engage in a common cause
without expecting a return (Heinkel et al., 2001; Gollier and Pouget, 2014; Falk et al.,
2016; Riedl and Smeets, 2017 and Bassen et al., 2019), the importance assigned to
moral standards, attention to environmental and social factors (Gutsche, Wetzel and
Ziegler, 2020; Riedl and Smeets, 2017; Bauer et al., 2021; Wins and Zwergel, 2016;
Raut, et al., 2020) as well as the emotional involvement associated with ESG issues
(Heeb, et al., 2022). Individuals with strong environmental and/or social preferences or
who attach high importance to ethics and value aspects seem to be willing to invest
in sustainable financial products even if this means foregoing the returns achievable
through traditional investments (Bollen, 2007; Renneboog et al., 2011; Hartzmark and
Sussman; 2019, 2Investing Initiative, 2020). Psychological traits such as risk tolerance
and trust in the financial system and in financial instruments issuers can also nurture
greater sensitivity to sustainability (Aristei and Gallo, 2021; Gutsche and Zwergel,
2020).

Interest in sustainable finance can be discouraged by several factors: the fear
of greenwashing, which results in a mere marketing exercise (CONSOB, 2020; 2Invest-
ing Initiative, 2020'2 and AMF, 2021a); the preference for short-term, especially if sus-
tainability is considered to produce results only in the long term (Schoenmaker, 2017;
Schoenmaker and Schramade, 2019); the perception of a trade-off between financial

10 IFEC (2021) shows that 80% of individuals not interested in sustainable finance (47% of respondents) indicate as the
main deterrent the lack of familiarity with sustainable financial products (80%).

11 In the Finra survey (2022), the main deterrent to possessing ESG products is the lack of familiarity and knowledge. In
addition, 46% of respondents said they had never thought of choosing sustainable investments, 31% said they did
not know how to select such investments, 28% said they did not know how to recognise whether an investment is
sustainable while only 15% mentioned the lower yields.

12 The results of the two surveys, the qualitative interviews and the focus group conducted by 2Investing Initiative (2021)
on retail investors suggest that greenwashing (for example the fear of misleading claims and untruthful statements
on environmental impact) represents one of the biggest obstacles to investing in sustainable products for retail cus-
tomers.
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profiles and sustainability profiles, especially if the former are considered to be a pri-
ority compared to the latter'>. On the other hand, the perception of outperforming
traditional investments can be a strong incentive to hold sustainable products (Nilsson,
2008; Bauer and Smeets, 2015; Anderson and Robinson, 2021; Gutsche, Nakai and
Arimura, 2021)'4.

The approach to sustainable finance can also be influenced by the content
and methods of representation of information about ESG aspects and performance of
the investment (Barreda-Tarrazona et al., 2011; Diouf et al., 2016; Gutsche and Zwer-
gel, 2020; AMF, 2021a, AMF 2021b). Some studies show, for example, that the repre-
sentation of environmental performance (climate performance information) can affect
risk perception and the emotional component associated with investment choices (Bas-
sen et al., 2019); others capture a greater relevance of the framing effect, i.e. of the
impact that the way information is represented can have on the perception of the
information itself, compared to the certification of non-financial information carried
out by external and/or public subjects and the metrics and indicators that measure the
financial performance of ESG products (Cohen et al., 2011)'®. In addition, too much
and too complex information, can penalise sustainable investment choices, due to an
overload effect (information overload) that discourages the propensity to invest in gen-
eral (Pilaj, 2017).

An important role in raising trust, knowledge and interest seems to be played
by the financial advisor (Diouf et al. 2016; Schroders, 2019; AMF, 2019 and 2022;
Consob 2020; Nordea 2021), especially when the advisor is proactive in proposing sus-
tainable investment products and provides easy-to-understand information (Heine-
mann, et al., 2018; AMF, 2022). However, the effectiveness of the advisor's activity can
be weakened by beliefs and behavioural biases of the advisors themselves. This suggests
the need to define ad hoc training actions also for this category of operators (2Invest-
ing Initiative, 2022).

13 Schroders (2019) provides evidence relating to a sample of over 25,000 investors selected on a global scale. According
to the survey results, 57% of respondents always consider ESG factors in their investment choices. In the scale of
priorities, however, generating a positive impact in terms of sustainability comes after financial objectives, such as
avoiding losses, achieving a set return, paying reasonable commissions.

14 Regarding this profile, Statman (2008) proposes a segmentation of investors that sees at the two opposite ends, so-
called utilitarian investors, who are only concerned about the financial aspects of the investment, and so-called ex-
pressive investors, who are only concerned about the value aspects and expect to generate a non-financial impact
with their decisions, respectively.

15 In particular, the study by Cohen et al., 2011 shows that retail investors prefer to obtain non-financial information
(for example on corporate social responsibility) from external and/or public entities and not directly from compa-
nies. Nevertheless, they use both information sources (external and/or public entities and companies) in the case
of ESG product performance metrics and indicators.
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4 Interest in sustainable investments: an exercise to
characterise Italian investors

4.1 The sample and the construction of key variables

This paragraph focuses on the knowledge and the heterogeneous approaches
of Italian financial decision-makers to sustainable investments emerging from the sur-
vey on ‘The investment choices of Italian households' (also SIFI from now on) conducted
by the CONSOB Observatory. The survey, carried out annually, collects information on
a sample of about 3,000 individuals, representative of the population of financial de-
cision-makers, defined as the main income earner in the family (or the oldest man,
when no one works, or the oldest woman) aged 18 to 74. Since 2019 the survey in-
cludes a longitudinal component (panel) which allows to track the evolution over time
of the financial approaches and behaviours of participants in several consecutive sur-
veys.

The analysis focuses on the sub-sample of investors, i.e., decision-makers who
hold at least one financial asset, and refers to the years 2019 (with a sample of 1,077
individuals) and 2021 (with a sample of 1,157 individuals)'®.

In the surveys, sustainable investments (hereinafter, Sls) have been defined
as financial instruments issued by subjects that take environmental and social profiles
into account in their activities'”. With reference to Sls, the variables detected are: in-
terest, knowledge, interaction with the advisor and the ownership of financial instru-
ments.

Interest in Sls has been identified with a multiple-choice question, where the
answers are modulated according to the expected financial performance of the sus-
tainable investment. In particular, compared to other investment options, respondents
were asked to indicate interest in Sls also in view of the possibility of ‘earning a little
less' (interest independent of the expected return) or only in view of the prospect of
equal or greater gain (interest conditional on the expected return): the aggregation of
these answers identified the subjects who (albeit with some distinction) are interested
in Sls as opposed to those who said they were not interested in Sls at all'®.

The respondents also indicated the perceived knowledge of Sls: hereinafter,
the subjects who declare to have at least a basic knowledge are defined as ‘informed'
(27% of investors in 2019 and 37% in 2021).

16 The financial assets taken into consideration are: bank and postal savings, Italian bank bonds, Italian non-financial
bonds, Italian listed equities, unlisted equities, Italian government bonds, foreign securities, mutual funds, capital
accumulation plans (CAP), individual savings plans, ETFs, portfolio management, insurance-based products, hedge
funds, private equity funds, closed real estate funds, derivatives. In the 2019 survey, investors accounted for 329% of
the total respondents; the figure rose to 34% in 2021.

17 The surveys involve retail investors that have heterogeneous characteristics in terms of financial knowledge and in-
vestment experience. Therefore, the definition of sustainable investment used in the surveys is not in line the wording
of the SFDR, to ensure the clarity of the questions and prevent biased or missing answers.

18 For more details, see Table a.1 in Appendix 1. The analyses in this study were also repeated by considering the definition
of interest conditional on financial performance, without significant changes in the results (available on request to
the authors).
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The propensity for Sls was analysed by considering numerous variables and
different indicators, described in detail in Table a.1 and Table a.2 in the Appendix.

In particular, the following were considered: i) socio-demographic variables,
such as gender, age, marital status, geographical area of residence, employment status,
financial wealth (divided into classes), monthly family income (divided into classes); ii)
actual and perceived financial knowledge; iii) digital knowledge and skills; iv) personal
traits; v) financial control variables; vi) investment experience and investment habits.

Financial knowledge was measured against the following concepts: risk-re-
turn ratio; inflation; compound interest rate; investment diversification; mortgage
agreement'®, The perceived financial knowledge was collected ex-ante, i.e., before
reading the questionnaire, asking respondents how familiar they were with the basic
concepts just mentioned (ex-ante self-assessment)20. Actual financial knowledge was
measured based on the correct answers to questions with a polytomous answer, ag-
gregated into several alternative indicators: simple average; weighted average for the
level of difficulty of the questions?'; first main component or factor indicator (normal-
ised between zero and one). This last indicator was also calculated by excluding re-
spondents who ex-post were unable to evaluate the number of correct answers pro-
vided, in order to eliminate potentially random correct answers. Finally, an
overconfidence/underconfidence indicator was calculated by considering the align-
ment between actual financial knowledge and ex-post assessed knowledge, defining
an overconfident (underconfident) individual if the number of ex-post correct answers
is greater (lower) than the actual number of correct answers.

Digital knowledge was detected with respect to general notions regarding
hacker attacks, data saving, use of a password, e-mail messages, computer viruses, use
of Wi-fi, online payments. Digital skills have been defined with reference to habits and
practices adopted by respondents in using the internet (for example, use of antivirus
software and passwords, downloading files/programs personal data management).
Similarly to the indicators calculated with reference to financial knowledge, the correct
answers to the questions aimed at detecting digital knowledge and skills were aggre-
gated by calculating the simple average, the weighted average and the first main com-
ponent or factor indicator (normalised between zero and one).

With reference to personal traits, risk aversion, loss aversion, financial anxi-
ety, self-efficacy, and trust in financial intermediaries were all detected in both 2019
and 2021. However, other variables, such as social preferences, concern about climate
change, optimism, procrastination, and aversion to losses, were only detected in 2019.
This last information was valued in the analysis referring only to the longitudinal com-
ponent (composed of the subjects interviewed both in 2019 and 2021), assuming that

19 The approach of the questionnaire follows Lusardi and Mitchell (2014). In the 2019 survey there are two questions
that verify advanced financial knowledge, respectively regarding the relationship between interest rates and bond
prices and government bonds spread. To make the comparisons between waves homogeneous, the indicators were
also calculated for 2019 on the 5 basic questions mentioned in the text.

20 In detail, the perceived knowledge is measured by the share of financial concepts that the investor feels to master.

21 The weight for each question is the inverse of the frequency of correct answers.
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it can be considered stable in the short term, i.e,, it has not undergone significant
changes for the same individual between 2019 and 2021.

The so-called financial control records propension for financial planning, re-
specting household budget and being in debt (with banks, financial institutions, friends
and relatives). Moreover, the following information is exclusively found in the 2021
survey: possible reduction in savings in the previous 12 months (decreasing savings);
possible temporary or permanent reduction in income (vulnerability); difficulty in man-
aging household expenses (fragility); coping with unexpected expenses of €1,000 (ex-
posure to unforeseen expenses).

About investment choices, the ownership of different financial instruments
and the investment methods were surveyed by distinguishing between autonomous
choices, choices assisted by professional financial advice, delegation to a professional
manager and decisions made taking into account the advice of friends, relatives and
colleagues (so-called informal advice). Investors who rely on financial advice or dele-
gate to a manager/bank staff are hereinafter referred to as advised investors. Other
variables relate to holding a diversified portfolio and holding specific financial instru-
ments (including shares and bonds). Finally, in 2021, the year in which the respondents
invested for the first time was also identified.

Lastly, it should be noted that much of the information gathered by the CON-
SOB Observatory could be aligned with main categories of variables recorded in the
suitability assessment categories required by MiFID regulation (socio-demographic,
knowledge, experience, risk profile, financial situation), as detailed in Table 1 below.

Table 1 - Factors potentially related to interest in finance based on MiFID questionnaire
categories

categories variables

socio-demographic gender, age, marital status, area of residence, education, profession

familiarity with sustainable investments, basic financial knowledge, ex-ante self-as-
knowledge sessment of financial knowledge, mismatch between actual and perceived financial
knowledge (over/underconfidence)
number of years of participation in the financial markets, holding of financial instru-
ments and for how long, portfolio diversification, use of liquidity
income, financial assets, ownership of the residential property, approach to savings
and financial planning, debt

experience

financial situation

risk profile risk tolerance and loss aversion

4.2 Descriptive statistics

According to data from the CONSOB Observatory, interest in sustainable fi-
nance has grown over time. In particular, the share of sustainable finance investors
increased from 60% in 2019 to around 749% in 2021. The figure is mainly attributable
to the increase in the percentage of individuals who declare to be inclined to invest in
ESG products, provided their profitability be at least in line with traditional investment
(from 38% to 57%). The share of respondents who claim to have at least a basic
knowledge of Sls also increased from 27% in 2019 to 37% in 2021. On the other hand,
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the holding of Sls has remained very limited, stated by approximately 6% of investors
both in 2019 and 2021. The figure grew slightly among assisted investors (7% in 2019
and 11% in 2021) and, above all, among informed investors (respectively, 13% and
15%:; Table 2).

Table 2 - Interest in sustainable investments

variables investors informed advised
investors investors

2019 2021 2019 2021 2019 2021

interest in Sls 60% 74% 79% 87% 67% 74%
of which:

interest linked to expected return 22% 17% 37% 21% 24% 16%

interest not linked to expected return 38% 57% 42% 66% 43% 58%
lack of interest in Sls 40% 26% 21% 13% 33% 26%
basic knowledge of Sls 27% 37% 100% 100% 29% 25%
holding of Sls 6% 6% 13% 15% 7% 11%
no. of observations 1,077 1,157 280 376 337 342

Notes: 'informed" investors are investors that report having at least basic knowledge of Sls; 'advised' investors make
their investment choices relying on a financial advisor or delegating to an asset manager/bank staff. Statistics were
obtained by applying the survey sample weights provided by GfK Italia.

Between 2019 and 2021, the financial knowledge indicators of retail investors
improved slightly, including the factor indicator adjusted for potentially random an-
swers (Table a.2 in the Appendix). By contrast, the share of investors who can be de-
fined as overconfident (31% in 2019 compared to 30% in 2021) or underconfident
(respectively 20% and 21%) remained stable overall.

Digital knowledge seems to be part of the information assets of just over half
of investors (52%), while digital skills are more widespread (68% in 2021).

Regarding personal traits, the risk aversion of investors was expressed at three
levels (high, intermediate and low), based on the declared preferences with respect to
the risk/return profile of a hypothetical asset portfolio. The percentage of investors who
show high risk aversion fell by about 5 percentage points in the period considered (from
26% in 2019) against an increase of 8 percentage points in the share of respondents
who claim to prefer a portfolio in which risk and return are 'balanced’ (intermediate
risk aversion; 69% in 2019). The figure for financial anxiety and self-efficacy remained
fairly stable between the two surveys. Lastly, during the three-year period considered,
trust in the financial advisor increased (from 36% in 2019 to 45% in 2021; Table a.2).

As regards financial control, during the period considered, the propensity to
plan, which was already limited, became less frequent: in 2021, in fact, only 9% of
investors declared to have a financial plan (-2 percentage points compared to the 2019
survey). The share of investors who are able to constantly respect the family budget
(from 27% to 25%) decreased slightly, while the share of individuals who declared to

14



be in debt to both banks and financial institutions (from 35% in 2019) and friends and
relatives (from 9% in 2019 Table a.2) increased by 5 percentage points.

The investment experience is measured by the number of years of participa-
tion in the financial markets: in the longitudinal component of the sample, in particu-
lar, 64% of 2021 investors have been participating in the financial markets for at least
three years, 19% (from since 2020, while 11% since 2021. With regard to the invest-
ment habits, there was a decrease in those who choose independently 39% to 25%),
while the use of professional advice became more frequent (from 25% to 28%), this
figure being in line with the aforementioned increase in the share of respondents who
claim to trust the advisor (from 36% in 2019 to 45% in 2021).

4.3 Data analysis and findings

This paragraph details the main results of the analysis relating to the charac-
terisation of those retail investors who declare an interest in Sls. The analysis refers
both to individuals who show an interest regardless of earnings prospects and to those
who, conversely, express an interest conditional on the expected return?2 This aggre-
gation was carried out after verifying that the evidence of the analyses replicated sep-
arately for the two sub-groups of investors did not show significant differences. In
particular, after analysing the association between interest in Sls and socio-demo-
graphic characteristics, the relationship with the following variables will be examined:
indicators of perceived knowledge of Sls and financial and digital knowledge; personal
traits; financial control habits; investment experience. The longitudinal component of
the sample will be used to analyse the variables not detected in both surveys i.e. pref-
erences towards sustainability, some personal traits and the experience gained over
time in investments.

Socio-demographic aspects

In this field, the variables that show a statistically significant link with the
interest towards Sls are age, professional status, level of education and financial status.
Interest is less frequent among senior investors (a positive, albeit weak, association
emerges for the 25-45 age group), among retired and among investors not participat-
ing in the labour market, while it is positively associated with education, with certain
occupational conditions (such as the employees). A positive association also emerges
with respect to income and financial wealth (Table 3).

22 As already mentioned, this is the complement to 1 compared to those who declare that they are not in any case
interested in Sls.
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Table 3 - Interest in sustainable investments and socio-demographic characteristics

variables 2019 2021
interest in lack of in-  t-test  correlation interestin lack of in-  t-test  correlation
Sls terest in Sls terest in
Sls Sls

male 79% 82% . . 78% 809%
aged 25 to 45 32% 27% +* 28% 30%
aged 45 to 65 529% 50% . 58% 49% 5
aged over 65 16% 23% Ed -0.09" 14% 20% i
university degree 35% 16% + 0.19™* 30% 18% 5 0.13"*
South and Islands 32% 36% . . 33% 43% i -0.10™
area of residence North 51% 49% . . 51% 40% 45
employee 61% 47% 1 0.15"* 62% 51% O 0.13**
self-employee 16% 14% . . 14% 13%
retired 19% 30% e -0.15"* 19% 27% o -0.14**
other (unemployed, housewife and student) 4% 9% _ex . 6% 9% -

financial situation
owner of the residential property 78% 79% . . 82% 82%

monthly family income

< 1.200 euro 9% 18% o -0.12°** 11% 21% . -0.09"*
1.200 - 3.000 euro 65% 62% . . 69% 65%

3.000 - 5.000 euro 22% 16% + 0.07* 18% 12% + 0.10™
>5.000 euro 4% 4% . . 3% 1% +* 0.05™

financial wealth

<10.000 euro 21% 29% - -0.13** 20% 25% -

10.000 - 50.000 euro 29% 36% S -0.09™ 32% 43% e -0.07*

50.000 - 250.000 euro 26% 23% . 0.09* 28% 26%

>250.000 euro 23% 12% + 0.11™ 20% 5% + 0.15™*
no. of observations 638 439 1,077 1,077 818 339 1,157 1,157
Notes: *indicates significance at 10%, ** indicates significance at 5%, *** indicates significance at 1%, "." indicates no significance. The t-test is

applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.
Correlations between interest in Sls and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.

Profiles related to financial and digital knowledge of Sls

The interest in investment options with sustainability characteristics shows a
significant association with the perceived knowledge of Sls. The share of investors who
declare that they have at least a basic knowledge is in fact significantly higher in the
sub-sample of investors interested in Sls compared to that of investors not interested
in Sls (35% versus 13% in 2019 and 39% versus 17% in 2021, respectively) and the
correlation is positive in both years of the survey (Table 4).
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Turning to basic financial knowledge, the association with the interest in Sls
is positive for both actual knowledge (the result is robust with respect to all the indi-
cators used, i.e., simple average, weighted average and factor indicator, and for ex ante
and ex post perceived knowledge). The latter, however, shows a lower correlation com-
pared to the one corresponding to actual knowledge (Table 4). These results are in line
with the literature evidence detailed in section 3.

Table 4 - Interest in sustainable investments, knowledge of sustainable investments and financial knowledge

variables 2019 2021
interest in  lack of in- t-test correlation interest in lack of in- t-test correlation
Sls terest in Sls Sls terest in
Sls
at least basic knowledge of Sls 350 13% 4 0.23%* 39% 17% P 0.25**
actual financial knowledge > sample median’
factor indicator? 72% 5300 Bl 0.24*** 66% 449% 4+ 0.27**
adjusted factor indicator 72% 5200 e 0.26™ 70% 43% o 0.30™
for random answers
simple average? 63% 41% + 0.25™* 56% 33% +* 0.28™*
weighted average? 73% 51% + 0.25™* 65% 42% +* 0.28™*
-ante3 ived fi ial
EX"ante” Perceived financia 81% 69% o 0.15" 53% 39% o 0.19"*

knowledge > sample median34
mismatch between ex-post self-assessment and actual financial knowledge
overconfidence
actual knowledge < 36% 28% +3 . 30% 31%
ex-post* self-assessment
underconfidence

actual knowledge > 22% 15% 4+ 0.10™ 25% 13% + 0 0.14**
ex-post* self-assessment
matching
actual knowledge = 22% 17% +** 0.07* 33% 17% 0 0.16™*
ex-post* self-assessment
no. of observations 638 439 1,077 1,077 818 339 1,157 1157

Notes: * indicates significance at 10%, ** indicates significance at 5%, *** indicates significance at 1%, "." indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.
Correlations between interest in Sls and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.’In
the application on the differences between the averages, dummy variables equal to 1 were considered if the indicators on financial knowledge are
above the sample median. For the correlation estimation, however, the indicators on financial knowledge were taken into account as described in
Table a.1 in Appendix 1. 2The indicators on financial knowledge were calculated with reference to five basic financial concepts in both 2019 and
2021 (see Table a.1 in Appendix 1 for more details). 3 Ex-ante means before reading the questionnaire. 4 Ex-post means after reading the question-
naire.

Similarly to financial knowledge, digital competences, recorded together with
digital competences only in 2021, seems to be a factor characterising the respondents
interested in Sls. The dissemination of knowledge above the sample median, in fact,
tends to be significantly higher in the group of respondents who have a preference for
sustainable finance compared to the remaining part of the sample for all relevant in-
dicators. The correlation coefficient also fluctuates around 0.2 and remains significant
regardless of the indicator adopted. The relationship with digital skills, on the other
hand, seems to be less significant (Table 5).
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Table 5 - Interest in sustainable investments, digital knowledge and skills
(2021 data)

variables interest lack of interest t-test correlation
in Sls in Sls

digital knowledge > sample median’

factor indicator 53% 47% +* 0.24™*
simple average 40% 26% + 0.25"*
weighted average 69% 48% + 0.22**

digital competence > sample median’

factor indicator 530 47% +*
simple average 43% 41%
weighted average 520 49%
no. of observations 818 339 1,157 1,157

wn

Notes: * indicates significance at 10%, ** indicates significance at 5%, ** indicates significance at 1%, "." indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.
Correlations between interest in Sls and the variables shown in the Table were estimated by applying the sample weights provided by GfK Ita-
lia.’Dummy variables equal to 1 were considered in the calculation of the percentage shares if the indicators are above the sample median for 2021.
The correlations between Sls ownership and the variables represented in the Table were estimated considering the original indicators (see Table a.1
in Appendix 1 for more details).

Profiles related to personal traits

Investors interested in sustainable finance are less frequently characterised
by high risk aversion, as shown by the data for both 2019 and 2021 (Table 6). The same
applies to financial anxiety, which occurs more frequently in the sub-sample of indi-
viduals not interested in Sls. Conversely, the percentage of those who claim to be ef-
fective in achieving their financial goals (self-efficacy) does not show significant dif-
ferences between the two sub-samples considered?3.

Finally, over time, the share of retail investors interested in Sls who trust the
advisor has increased (from 41% in 2019 to 47% in 2021), widening the gap, which is
always statistically significant, with the figure recorded for the sub-sample of non-
interested investors (33% and 32%, respectively).

23 With reference to the financial self-efficacy variable, the analysis was also replicated with respect to the single items
that make up the indicator. The results, available on request to the authors, are in line with those illustrated in the
text.
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Table 6 - Interest in sustainable investments and personal traits

variables 2019 2021
interest lack of t-test correlation interested lack of in-  t-test correlation
in Sls interest in in Sls terest in Sls
Sls
risk aversion
high 18% 37% = -0.23"* 19% 33% = -0.09"
medium 77% 60% 7 0.17%* 78% 65% 4
low 5% 3% +* 0.10™ 3% 2% . 0.05*
financial anxiety? 43% 50% -* -0,11% 32% 34% . -0.10*
self-efficacy’ 64% 67% . . 53% 56%
trust in financial advisor 41% 33% O . 47% 32% O 0.13***
no. of observations 638 439 1,077 1,077 818 339 1,157 1,157

Notes: * indicates significance at 10%, ** indicates significance at 5%, *** indicates significance at 1%, "." indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.
Correlations between interest in Sls and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia. A
dummy variable equal to 1 is considered in the calculation of the t-test statistics if the corresponding indicators of financial anxiety and self-
efficacy are above the sample median.

Profiles related to financial control

Investors interested in Sls are more frequently characterised by virtuous be-
haviour in terms of financial control compared to investors who do not show any in-
terest, stating more frequently that they carry out financial planning and that they are
able to save. Furthermore, they more often declare that they are in debt to both banks
and financial institutions and friends and relatives; however, this reflects a more solid
financial situation (in terms of wealth and income) that, as already mentioned above,
is in turn associated with a more widespread interest in Sls (Table 7).

Table 7 - Interest in sustainable investments and financial control

variables 2019 2021
interest in lack of t-test correlation interest in lack of t-test correlation
Sls interest in Sls interest in
Sls Sls

financial planning 549% 3300 e 021" 65% 430% e 0.12*

at least once

financial planning 9 0 o o 0 0 *

e Pl s 13% 7% + 0.08 10% 7% +

Propension for saving 57% 42% +5 0.12"* 49% 50%

budget always respected 28% 28% . . 22% 23%

indebtedness to banks 38% 29% +7* 0.10* 40% 34% + 0.16"™
m_debtedness to relatives and 12% 500 e 013 15% 7% o

friends

no. of observations 638 439 1,077 1,077 818 339 1,157 1,157

nn

Notes: * indicates significance at 10%, ** indicates significance at 5%, *** indicates significance at 1%, "." indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.
Correlations between interest in Sls and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.
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Profiles related to experience and investment habits

Investment experience, as already mentioned, is measured on the basis of the
type of financial instruments held in the portfolio (i.e. diversification, risk-taking and
complexity of the held products) and on the basis of investment habits.

Interest in sustainable finance is positively correlated with holding a diversi-
fied portfolio and, in particular, with holding certain specific instruments, such as
shares and bonds issued by non-financial companies and banks; conversely, the link
with holding liquidity is negative (Table 8).

Table 8 - Interest in sustainable investments, experience and investment habits

variables 2019 2021
interest in lack of in- t-test correlation interest in lack of in- t-test  correlation
Sls terest in Sls terest in Sls
Sls

diversified portfolio 47% 31% + 0.14™ 42% 29% +
liquidity 4900 53% = . 39% 529 i -0.09*
financial instruments

Italian listed stock 20% 13% +5 0.11™* 16% 9% + 0.09"

Italian corporate bond 14% 12% . . 15% 4% e

Italian bank bond 15% 12% + . 11% 7% +**

funds 32% 19% 0 0.12"* 30% 17% + 0.11*
investment habits

self-managed 38% 39% . . 26% 23%

informal advice 42% 47% . . 52% 549%

professional advice 29% 21% + 0.08™ 29% 25%
no. of observations 638 439 1,077 1,077 818 339 1,157 1,157

Notes: * indicates significance at 10%, ** indicates significance at 5%, *** indicates significance at 1%, "." indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.
Correlations between interest in Sls and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.
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Turning to investment habits, the relationship with interest in Sls was only
significant in 2019 and limited to the propensity to turn to a professional (financial
advisor or manager).

Evidence referring to the longitudinal component of the sample

Some individual characteristics that are an expression of preferences, opin-
ions and psychological propensions were detected only in one of the two surveys con-
sidered (i.e., only in 2019 or only in 2021). To explore the possible association between
these characteristics and the interest in sustainable investments, the analysis was
therefore restricted to the longitudinal component of the sample, i.e., the sub-group of
investors interviewed both in 2019 and 2021, if the characteristics themselves remain
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stable in the short-medium term and that they can therefore be attributed to both
surveys?4.

As part of the survey regarding preferences for sustainability, in 2019 re-
spondents were invited to state their priorities with respect to environmental, social
and governance factors. Among the retail investors who show an interest in Sls, atten-
tion to environmental protection is more frequent, while governance is generally neg-
ligible (Table 9).

Table 9 - Interest in sustainable investments, preferences in ESG factors and priority in investment choices

variables 2019 2021
interest in  lack of  t-test correlation interestin lack of t-test correlation
Sls interest in Sls interest in
Sls Sls
preferences in ESG factors
gender equality and work-life balance 23% 18% $F 0.12* 23% 17% % 0.10*
support for the disadvantaged 34% 22% e 0.15"* 28% 22% + 0.13*
:ﬁ:tcrgi:;"n"yt:pz:t‘e:‘s’mm”"ity LG 40% 19% e 0.24" 3500 20% e 0.13*
ethical character of business activities 350% 18% e 0.18%* 28% 17% s 0.11*
environmental concerns 550 329% e 0.19* 48% 26% 2D 0.25"
transparency 15% 13% . . 12% 17% -
good governance practices 900 7% . . 7% 7%
priorities in investment choices
financial aspects 3200 29% . . 320) 28%
financial aspects subject to sustainability 30% 18% i 0.14** 3200 7% e 0.20%
sustainability subject to financial aspects 21% 13% M 0.12* 27% 13% R
sustainability 500 6% . . 6% 8%
don’t know 13% 33% S : 4% 4500 S -0.3
no. of observations 355 231 586 586 475 799 674 674

Notes: estimates were made on the longitudinal component of the sample consisting of investors who participated in the 2019 and 2021 surveys; *
indicates significance at 10%, ** indicates significance at 5%, ** indicates significance at 1%, "." indicates no significance. The t-test is applied to
determine whether there is a statistically significant difference between means and was carried out without applying sample weights. Correlations
between interest in Sls and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.

In 2021, opinions were also collected on the relative importance of financial
aspects with respect to the sustainability profiles of an investment, with the aim of
distinguishing between those who assign absolute priority to one or the other, those
who pursue financial goals provided this is not to the detriment of sustainability and
those for whom the opposite applies. Given the distribution of answers, only 9% of
which mention sustainability as a top priority, it is not surprising that the interest in
Sls is positively correlated with the acknowledgement of the value of sustainability,

24 The longitudinal component includes the respondents interviewed in both 2019 and 2021. The different number of
the two samples of the 2019 and 2021 waves (586 and 674, respectively) is because some respondents classified as
non-investors in 2019, eventually declared to hold one or more financial instruments in 2021.
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whether this is defined as an objective linked to financial aspects or as a constraint to
financial goals (Table 9).

In 2019, the so-called social preferences (i.e., the propension to engage in a
common cause without expecting a return), concerns over climate change, as well as
some personal traits such as the tendency to procrastination and optimism, were also
detected. Investors interested in Sls claim to have social preferences more frequently
than others, while the concerns over climate change as well as procrastination and
optimism tend to be equally widespread between the two sub-groups (Table 10)%°.

Table 10 - Interest in sustainable investments and personal traits

variables 2019 2021
interest in lack of  t-test correlation interest lack of  t-test correlation
SIs  interest in in Sls interest in

Sls Sls
social preferences 62% 46% +1 0.16™* 57% 38% + 0.19™*
concerns over climate change  79% 76% . . 74% 70%
procrastination 46% 42% . . 50% 52%
optimism 59% 54% +* . 55% 50%
no. of observations 355 231 586 586 475 799 674 674

Notes: estimates were made on the longitudinal component of the sample consisting of investors who participated in
the 2019 and 2021 surveys; * indicates significance at 10%, ** indicates significance at 5%, ** indicates significance
at 1%, "." indicates no significance. The t-test is applied to determine whether there is a statistically significant
difference between means and was carried out without applying sample weights. Correlations between interest in Sls
and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia. As for the
variables social preferences’, ‘climate change concerns’, 'optimism’ and ‘procrastination’, see Table a.1 in Appendix 1.

Finally, in 2021 the investment experience was also measured by recording
the number of years of participation in the financial markets. Interest in Sls is positively
correlated with experience, as evidenced by the fact that 67% of the investors involved
have been investing for at least three years (the figure stands at 49% among those not
interested) and that the correlation is positive and significant only in case the number
of years of participation in the markets is at least three (Table 11).

25 For the personal traits such as 'procrastination’ and ‘optimism’, the analysis was also replicated with respect to the
individual items that make up the relative indicator. The results, available on request to the authors, are in line with
those illustrated in the text and statistically less robust.
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Table 11 - Interest in Sls and financial markets participation
(2021 data)

variables interest in Sls  lack of inter- t-test correlation
est in Sls

| have been investing for at least 3 years in financial markets 67% 499 S 0.17**

| have been investing for 2 years in financial markets 16% 23% _xx _0.13*

| have been investing for less than 12 months in financial markets 17% 28% _xx

| have been investing for at least 3 years in Italian listed and/or unlisted stocks 11% 6% o 0.08*

| have been investing for at least 3 years in Italian bank and/or corporate bonds 500 3%

| have been investing for at least 3 years in mutual funds 3% 1% e

no. of observations 475 799 674 674

Note: estimates were made on the longitudinal component of the sample consisting of investors who participated in the 2019 2020 and 2021
surveys. * indicates significance at 10%, ** indicates significance at 5%, *** indicates significance at 1%, "." indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.

Correlations between interest in Sls and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.
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Table a.2 - Descriptive statistics

variables 2019 2021
min max var average min max var average
socio-demographic variables
male 0 1 0.16 0.75 0 1 0.16 0.74
South and Islands 0 1 0.22 0.20 0 1 0.23 0.21
North 0 1 0.25 0.58 0 1 0.25 0.57
aged 25 to 45 0 1 0.21 0.36 0 1 0.20 0.34
aged 45 to 65 0 1 0.25 0.47 0 1 0.25 0.47
aged over 65 0 1 0.15 0.17 0 1 0.14 0.19
at least bachelor degree 0 1 0.27 0.27 0 1 0.20 0.27
employee 0 1 0.24 0.55 0 1 0.24 0.57
self-employed 0 1 0.13 0.17 0 1 0.14 0.13
retired 0 1 0.18 0.23 0 1 0.17 0.25
other (student, housewife, unemployed, etc.) 0 1 0.05 0.05 0 1 0.06 0.05
financial wealth
< 10.000 euros 0 1 0.18 0.13 0 1 0.21 0.08
10.000 to 50.000 euros 0 1 0.22 0.23 0 1 0.23 0.27
50.000 to 250.000 euros 0 1 0.19 0.52 0 1 0.20 0.55
> 250.000 euros 0 1 0.15 0.12 0 1 0.15 0.10
monthly family income
< 1.200 euros 0 1 0.11 0.12 0 1 0.12 0.12
1.200 to 3.000 euros 0 1 0.23 0.66 0 1 0.22 0.68
3.000 to 5.000 euros 0 1 0.13 0.19 0 1 0.16 0.18
> 5.000 euros 0 1 0.04 0.03 0 1 0.02 0.02
approach to sustainability
interest in Sls 0 1 0.24 0.59 0 1 0.21 0.71
at least perceived basic knowledge of S| 0 1 0.19 0.27 0 1 0.22 0.37
holding Sls 0 1 0.06 0.06 0 1 0.06 0.06
preferences for ESG factors
gender equality and work-life balance 0 1 0.17 0.23 NA NA NA NA
support of the disadvantaged 0 1 0.21 0.29 NA NA NA NA
contribution to the community 0 1 0.21 0.30 NA NA NA NA
ethical content of business activity 0 1 0.20 0.27 NA NA NA NA
environmental concerns 0 1 0.24 0.42 NA NA NA NA
transparency 0 1 0.12 0.13 NA NA NA NA
good governance practices 0 1 0.07 0.07 NA NA NA NA
priorities in investment choices
financial aspects NA NA NA NA 0 1 0.21 0.28
financial aspects subject to sustainability NA NA NA NA 0 1 0.18 0.25
sustainability subject to financial aspects NA NA NA NA 0 1 0.18 0.25
sustainability NA NA NA NA 0 1 0.07 0.09
don't know NA NA NA NA 0 1 0.14 0.14
- continued -
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- continued - Table a.2 - Descriptive statistics

variables 2019 2021

min max var Average min max var average

financial knowledge

simple average 0 1 0.08 0.53 0 1 0.13 0.60
weighted average 0 1 0.06 0.38 0 1 0.13 0.59
factor indicator 0 1 0.09 0.56 0 1 0.13 0.60
adjusted factor indicator 0 1 0.14 0.44 0 1 0.17 0.52
perceived financial knowledge 0 1 0.15 0.50 0 1 0.14 0.50
overconfidence 0 1 0.22 0.31 0 1 0.30 0,30
underconfidence 0 1 0.15 0.20 0 1 0.17 0.21
digital knowledge and competences
simple average (digital knowledge) NA NA NA NA 0 1 0.06 0.52
weighted average (digital knowledge) NA NA NA NA 0 1 0.05 0.40
factor indicator (digital knowledge) NA NA NA NA 0 1 0.08 0.59
simple average (digital competences) NA NA NA NA 0 1 0.09 0.68
weighted average (digital competences) NA NA NA NA 0 1 0.09 0.66
factor indicator (digital competences) NA NA NA NA 0 1 0.09 0.69
personal finance management
propension for saving 0 1 0.25 0.51 0 1 0.25 0.52
budget always respected 0 1 0.20 0.27 0 1 0.18 0.25
;:S;?J:S)T:S to banks and financial 0 1 023 035 0 1 024 0.40
indebtedness friends and relatives 0 1 0.08 0.09 0 1 0.1 0.14
financial planning in the past 12 months 0 1 0.10 0.11 0 1 0.08 0.09
investment habits
self-managed 0 1 0.24 0.39 0 1 0.19 0.25
informal advice 0 1 0.24 0.43 0 1 0.25 0.50
professional advice 0 1 0.19 0.25 0 1 0.20 0.28
personal traits
high risk aversion 0 1 0.19 0.26 0 1 0.18 0.21
intermediate risk aversion 0 1 0.21 0.69 0 1 0.19 0.77
low risk aversion 0 1 0.04 0.05 0 1 0.02 0.02
self-efficacy 0 1 0.03 0.60 0 1 0.03 0.60
financial anxiety 0 1 0.03 0.30 0 1 0.03 0.30
trust in the advisor 0 1 0.23 0.36 0 1 0.24 0.45
social preferences 0 1 0.25 0.54 NA NA NA NA
concerns over climate change 0 1 0.18 0.74 NA NA NA NA
procrastination 0 1 0.03 0.41 NA NA NA NA
optimism 0 1 0.02 0.55 NA NA NA NA
no. of observations 1,077 1,157

Note: averages are computed on the basis of sample weights provided by GFK Italia. NA stands for unavailable data.
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Appendix 2

Holding sustainable investments: first evidence on the characteristics of investors

This Appendix contains some preliminary analyses of the characteristics of the investors who declared to hold sustainable
investments at the time of the SIFI 2019 and 2021 surveys; despite the small number of respondents who declare to own Sls (just

under 70 individuals), the two surveys provide useful insights at methodological level (Table a.3 - Table a.8).

Generally speaking, as expected, the characterisation of investors holding Sls is confirmed to be in line with that of
respondents interested in sustainability, with a different frequency distribution. In particular, among investors owning Sls, the share
of the following features is higher: basic financial knowledge; alignment between actual and perceived financial knowledge (neither
overconfident nor underconfident); digital knowledge and skills; investment experience over the last three years; holding less li-
quidity.

However, differently from Sls interest, in the case of Sls holding, the role of financial advisor in more relevant, given
that in 2021 the share of advised investors holding Sls is equal to twice that of respondents who do not own Sls; moreover, trust

in intermediaries is more widespread in the former group.

Retail investors who own Sls are usually in a better financial position both in terms of income and financial wealth and
compared to other relevant profiles in the context of financial control, such as being indebted or experiencing situations of vulner-
ability, fragility and exposure to unforeseen expenses. In line with this evidence, financial decision-makers who hold Sls more often
reveal a propension for saving and financial planning.

Finally, individuals who possess Sls are less frequently loss-averse and risk-averse and are also less exposed to financial
anxiety. The analysis of the personal traits for the only longitudinal component (i.e., the sub-group of investors interviewed in both
surveys) suggests that individual characteristics linked to social preferences or concerns over climate change may be increasingly
relevant in the future in guiding savers towards considering sustainability in their financial choices, since between 2019 and 2021
social preferences and environmental concerns became more frequent among S| holders. The same applies to personal traits such

as optimism, whose association with possessing Sls becomes significant and positive in 2021 (Table a.8 in the Appendix).

Since the statistical validity of the results just presented is weakened by the small size of the sub-sample of Sls investors,
a robustness test was performed through an analysis based on matched samples, i.e. by selecting in the sub-sample of investors
who do not hold Sls, a comparison group of respondents with characteristics that are homogeneous to those of individuals who
hold Sls'. The features considered are wealth and financial knowledge. The results reported in Table a.9 in the Appendix show that,
ceteris paribus financial wealth and financial knowledge, the evidence just illustrated remains confirmed, except for financial advice

which is equally widespread between the two sub-samples.

1 A Euclidean distance metric was adopted to identify those investors who do not hold Sls and are the closest to investors who hold Sls in terms of
wealth and financial knowledge. When considering that the Euclidean distance function can have several minimum points, the matched sample
was constructed so as to avoid cases of repeated sampling, i.e., by ensuring sufficient variability of the observations in the two groups.
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Table a.3 - SlIs knowledge and financial knowledge of the sustainable investments holders

variables 2019 2021

holds SIs  does not t-test  correlations holds SIs  does not t-test  correlations
hold Sls hold Sls

perceived Sls knowledge at least at a

. 57% 24% + 0,17 78% 29% + 0,27
basic level

actual financial basic knowledge > sample median'2

factor indicator? 67% 65% . . 79% 58% 5 0,14

adjusted factor indicator 64% 64% . 0,08" 84% 61% e 0,14*

for random answers

simple average? 75% 63% +** . 74% 47% +5 0,14™

weighted average? 590% 54% . . 84% 56% +5 0,14
P . ) .

ex-ante3 perceived financial 77% 76% ) . 81% 47% o 0,18

knowledge > sample median 123

mismatch between ex-post self-assessment* and actual financial knowledge
overconfidence
actual knowledge < 45% 32% +** 0,08* 26% 31%
ex-post* self-assessment
underconfidence

actual knowledge > 23% 19% . . 22% 21%
perceived knowledge
matching
actual knowledge = 20% 22% . . 47% 27% 5 0,09*
perceived knowledge
no. of observations 69 1.008 1.077 1.077 73 1.084 1.084 1.157

Notes: * indicates significance at 10%, ** indicates significance at 5%, ** indicates significance at 1%, "." Indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.
Correlations between Sls ownership and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia. 'In
the application on the differences between the averages, dummy variables equal to 1 were considered if the indicators on financial knowledge are
above the sample median. For the correlation estimation, however, the indicators on financial knowledge were taken into account as described in
Table a.1 in Appendix 1. 2The indicators on financial knowledge were calculated with reference to five basic financial concepts in both 2019 and
2021 (see Table a.1 in Appendix 1 for more details).3 Ex-ante means before reading the questionnaire. ¢ Ex-post means after reading the question-
naire.

Table a.4 - Personal traits of sustainable investments holders

variables 2019 2021
holds Sls does not t-test correlations  holds Sls does not t-test correlations
hold Slis hold Sls
risk aversion
high 7% 27% B -0,07* 10% 24% . -0,1*
intermediate 13% 4% +** 0,16 7% 2% +*
low 80% 69% +* . 8300 73% +*
financial anxiety! 43% 46% . -0,10™* 16% 34% - -0,08"
self-efficacy’! 59% 66% . . 63% 53%
trust in the advisor 58% 36% + 0.07* 68% 41% S
no. of observations 69 1.008 1.077 1.077 73 1.084 1.157 1.157

Notes: * indicates significance at 10%, ™ indicates significance at 5%, ™ indicates significance at 1%, "." indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.
Correlations between Sls ownership and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.!
Dummy variables equal to 1 are considered in the calculation of the t-test statistics if the corresponding indicators of financial anxiety and self-
efficacy are above the sample median.
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Table a.7 - Participation in financial markets of the sustainable investments holders
(data as of end 2021)

variables holds Sls does not hold t-test correlations
Sls

I have been investing for at least 3 years in financial markets 949 58% s 0,204

| have been investing for 2 years in financial markets 490 20% _xex -0,13**

| have been investing for less than 12 months in financial markets 206 220 _ex -0,10"*

| have been investing for at least 3 years in Italian listed and/or unlisted stocks 29% 8% e 0,11*

| have been investing for at least 3 years in Italian bank and/or corporate bonds 19% 4% s 0,12*

| have been investing for at least 3 years in mutual funds 10% 200 s

no. of observations 52 622 674 674

Notes: estimates were made on the longitudinal component of the sample consisting of investors who participated in the 2019 2020 and 2021
surveys. * indicates significance at 10%, ** indicates significance at 5%, ™* indicates significance at 1%; "." indicates no significance. The t-test is
applied to determine whether there is a statistically significant difference between means and was carried out without applying sample weights.

Correlations between Sls ownership and the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.

Table a.8 — Behavioural characteristics of investors holding sustainable investments

variables 2019 2021
interested in  not inter- t-test correlations interested in  not inter- t-test correlations
Sls ested in Sls Sls ested in Sls

social preferences 66% 549 +* 0,10* 75% 50% +7* 0,12*
concerns over climate change 70% 79% . . 85% 72% +** 0,12
procrastination 64% 43% +** . 35% 52% - -0,12*
optimism 52% 57% . . 71% 52% +7* 0,16
no. of observations 44 542 586 586 52 622 674 674

Notes: estimates were made on the longitudinal component of the sample consisting of investors who participated in the 2019 and 2021 surveys.
The t-test is applied to determine whether there is a statistically significant difference between means and was carried out without applying sample
weights. Correlations between Sls ownership and the variables shown in the Table were estimated by applying the sample weights provided by GfK
Italia. As for the variables social preferences’, ‘climate change concerns’, ‘optimism’ and 'procrastination’, see Table a.1 in Appendix 1.
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Table a.9 - Main findings from matched samples analysis

variables 2019 2021
holds Sls does not t-test correla- holds Sls does not t-test correla-
hold Sls tions hold Sls tions

perceived Sls knowledge at least at a basic level 57% 20% + 037" 78% 34% O 0,44***
diversified portfolio 580  96% : : 78%  72%
liquidity 4490 53% ) -02*  38%  36% ) 0,08
financial instruments

Italian listed stock 29% 23% . . 37% 36%

Italian corporate bond 33% 17% +** 0,18 21% 22%

Italian bank bond 22% 25% . . 26% 25%

funds 41% 35% . . 66% 580%
investment habits

self-managed 36% 38% . -0.02 27% 30%

informal advice 42% 46% . -0.04 36% 41%

professional advice 32% 30% . 0.02 5200 42%
risk profile
risk aversion

high 7% 25% i . 10% 15%

intermediate 13% 3% + 0.2* 7% 1% +*

low 800% 72% . . 83% 83%
no. of observations 69 69 138 138 73 73 746 746

Note: Statistics displayed in the Table refer to the sample obtained by applying the matched samples technique * indicates significance at 10%, **
indicates significance at 5%, *** indicates significance at 1%; "." indicates no significance. The t-test is applied to determine whether there is a
statistically significant difference between means and was carried out without applying sample weights. Correlations between Sls ownership and
the variables shown in the Table were estimated by applying the sample weights provided by GfK Italia.
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