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Introduction

Earlier this year, the FCA announced a series of significant regulatory changes that will materially impact 
financial promotions to retail investors and the process for firms that approve financial promotions. 
The first of these changes come into effect from 1st December 2022, with the remainder needing to be 
actioned by 1st February 2023.

Financial institutions that offer, or are working towards offering, their clients access to private markets 
will need to be fully aware of their regulatory obligations in light of these changes. This briefing note 
outlines the new regulations and offers practical advice on what this will mean in practice for firms. 

1. What are the changes and why are they being introduced? 

In the UK’s high inflationary environment, there is a growing demand for higher risk investments as retail 
investors seek returns that will outpace inflation. The FCA is concerned that they will allocate capital to 
investments that are not aligned to their risk tolerances.  

The FCA’s own research highlights that too many consumers are investing in high risk products without 
fully understanding the potential consequences of these decisions. As a result, the new rules have 
been designed to try and protect consumers from suffering unexpected and significant losses. More 
specifically, the FCA’s changes are an attempt to ensure that safeguards connected with the investment 
journey, and financial promotions themselves, are suitably clear, robust and easy enough to understand 
to allow investors to make well-informed decisions. 

The Regulator’s policy statement PS22/10 - Strengthening our financial promotion rules for high-risk 
investments and firms approving financial promotions - sets out changes which can be defined as falling 
into three main categories:

• The FCA’s classification of high-risk investments;

• The consumer journey into high-risk investments;

• Strengthening the role of firms approving or communicating financial promotions.

2For help scaling your private markets offering, visit deliogroup.com.

https://www.deliogroup.com/products/?utm_campaign=OB%20-%20FCA%20Briefing%20Note&utm_source=briefing%20note&utm_medium=footer


The introduction of these new regulations are a direct response to feedback that previous guidance 
around high-risk investments was difficult to understand and apply practically. As a result, high-risk 
investments will now be classified into one of three categories:

Readily realisable securities 
(RRS)

Restricted mass market 
investments (RMMI)

Non-mass market investments 
(NMMI)

Listed or exchange traded 
securities - e.g. stocks or 
bonds traded on the London 
Stock Exchange

Non-readily realisable securities 
(NRRS) - e.g. shares or bonds 
not listed on an exchange

Peer-to-Peer (P2P) agreements

Qualifying crypto assets

Non-mainstream pooled 
investments (NMPI) - e.g. 
pooled investments in an 
unauthorised fund

Speculative Illiquid Securities 
(SIS) - e.g. speculative mini 
bonds

No marketing restrictions Mass marketing allowed to retail 
investors subject to certain 
restrictions

Mass marketing banned to 
retail investors
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January 2022

The FCA publishes CP22/2 - Strengthening 
our financial promotion rules for high risk 

investments, including cryptoassets - 
outlining a proposed overhaul of the UK’s 

financial promotion regime.

1st December 2022

A general risk warning presented in a 
prescribed form must accompany promotions 

of high risk promotions. These should be in 
addition to the personalised risk warning that 

is presented to first-time investors with a firm.

August 2022

The FCA responds to feedback received on 
CP22/2 in its Policy Statement PS22/10 - 
Strengthening our financial promotion rules 
for high-risk investments and firms approving 
financial promotions - which sets out the 
new and final rules that seek to prevent 
harm to consumers by ensuring that firms 
communicating and approving financial 
promotions do so to a high standard.

1st February 2023

A number of other changes need to be 
implemented including additional risk 
warnings, cooling off periods, improved 
categorisation of investors, appropriateness 
tests, inducements and suitability tests.

2. What do firms need to do and by when?
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Before 1st December 2022, firms need to…

2.1 Ensure that a general risk warning in the following prescribed form accompanies any 

promotion of high-risk investments. 

“Don’t invest unless you’re prepared to lose all the money you invest. This is a high-risk investment and 
you are unlikely to be protected if something goes wrong. Take 2 mins to learn more.”

The exact wording that needs to be used will depend on the status of the firm issuing the promotion 
and how this message is conveyed (e.g. via online or offline media). All risk warnings must adhere to 
prominence requirements which means that they must be:

• Prominent;

• Unless it cannot be provided in writing, it must be legible and contained in its own border, with the 
right bold/underlined text; and

• Without a design feature that reduces visibility or prominence.

Before 1st February 2023, firms need to…

2.2 Ensure a further, personalised risk warning is displayed to investors. 

When delivered via digital media, this should include a clickable icon/link to show a standard risk 
summary document.

This will only be required on the first occasion that a direct offer financial promotion, in relation to a 
restricted mass market investment (“RMMI”) or a non-mass market investment (“NMMI”), is made to a 
particular retail client.

Retail investors will need to see the risk warning below when they request to view a financial promotion 
for either a RMMI or a NMMI, which they have not seen before. At this stage, they will need to see the 
following risk warning (which will be personalised to them).

[Client name], this is a high-risk investment. How would you feel if you lost the money you’re about to 
invest? Take 2 mins to learn more.



2.3 Implement a mandatory 24-hour “cooling off period” before the investor can continue 

their investment journey.

The FCA is introducing a 24-hour cooling off period for first-time investors with a firm. This period must 
expire before an investor can continue their investment journey. In order to do so, the investor will have 
to confirm that they wish to proceed after the 24-hour cooling off period has expired.

As noted in the guidance, know your customer checks, anti-money laundering checks, client 
categorisation and appropriateness tests can still be undertaken during the cooling off period.

2.4 Ensure more robust categorisation of investors

Investors will be expected to provide evidence to show why they should fit into a particular client 
classification. For example, this could take the form of stating their income if they sign the HNWI 
investor declaration, or to declare which company they are a director of if they sign the self-certified 
sophisticated investor declaration.

Firms will be required to check this evidence to confirm that it does meet the necessary criteria.

2.5 Test investors’ appropriateness 

Before an investor can invest in either an RMMI or NMMI they must pass appropriateness testing.
Investors will not be permitted to take a test more than twice within a 24-hour period, i.e. in 
circumstances where they failed on the first occasion.

Questions must be set to test the appropriateness of a particular investment for an investor. These 
questions should, in accordance with the guidance, steer away from questions which require a yes/no 
response from the investors.

In the event that an investor fails to pass the appropriateness test, the institution is not permitted to tell 
investors which questions they answered incorrectly. In addition, firms are not permitted to encourage 
or persuade investors to retake the test.
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2.6 Remove references to any inducements or incentives

Monetary and non-monetary inducements or incentives cannot be provided to any type of retail investor 
regardless of whether they are a new or existing client. These rules will therefore prevent such schemes 
as cash promotions and refer a friend.

However, the new rules do not necessarily mean that shareholder benefits offered by firms raising 
money via crowdfunding will be banned.

2.7 Undertake preliminary suitability assessments for NMMI promotions

When a firm approves a financial promotion for NMMI products it must conduct a preliminary assessment 
of suitability before an unauthorised person can communicate a promotion to either a HNW or  
self-certified investor. This requirement does not apply to RMMIs.

The approved person that takes on this role will need to take reasonable steps to find out about the 
intended client’s profile and objectives. Some steps may include the approver having access to the 
following information about the investor client:

• Knowledge and history of investing in the type of product;

• Financial circumstances;

• Investment objectives;

• The new rules will also require quarterly attestations from investors that the information remains 
unchanged or whether a re-assessment is required. Where a financial promotion is approved by 
an approved person, the promotion must display the name of the approving firm and the date the 
approval was given.

Approvers will also be required to:

• Self-assess and self-certify that he/she has the necessary competence and expertise in an 
investment product or service before approving the promotion;

• Ensure approved promotions remain compliant for the life of the promotion;

• Take reasonable steps to monitor the compliance of approved promotions, to include obtaining 
attestations that there has been no material change from clients to the nature of the promotion;

• Remove approval as soon as reasonably practicable in circumstances where it becomes apparent 
that the promotion no longer complies with the rules.
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3. Practical considerations for firms to address

The new regulations will have significant implications for any firm promoting, or planning to promote, 
high risk investments to their clients. 

In the short-term, this means ensuring the introduction of a general risk warning ahead of the 1st 
December 2022 deadline. However, given the much wider range of changes that need to be introduced 
before 1st February 2023, firms need to start reviewing their regulatory processes now in order to 
prepare effectively. This could include, but should not be limited to:

• Identifying and classifying all high risk investments that they promote;

• Reviewing how high risk investments are promoted to consumers (digitally or offline) and what 
implications the delivery method will have on implementing the new regulations;

• How they are recording and using information that will be critical to meeting the new regulations 
(e.g. investor classifications);

• Auditing their existing internal controls to ensure that all necessary processes can be implemented, 
managed and tracked appropriately;

• Training client-facing staff on new procedures ahead of their ‘go live’ date.

3.1 The implications of non-compliance

At the time of writing, we are not aware of any instances where the FCA has used its enforcement 
powers to take any action against firms failing to comply with the new rules.

However, it is perhaps helpful to highlight Section 21 of the Financial Services and Markets Act 2000 as 
a basis for the potential consequences firms may face for breaches of the financial promotions regime 
(including the newly updated rules).

A breach of Section 21 is a criminal offence which could result in the responsible party serving a prison 
sentence of up to two years and having to pay an unlimited fine. In addition to this punishment, it is 
also highly likely that any contracts or transactions that were entered into as a result of the offending 
financial promotion would be void, enforceable and that compensation (and interest on the same) would 
be payable to investors.
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3.2 Taking a tech-enabled view of regulatory governance 

Many, if not all, of the FCA’s regulatory changes will add complexity to the operational processes of any 
financial institution that is promoting investment opportunities in private markets. While adherence to 
the regulator’s new rules will obviously be mandatory, the way in which firms adapt their approach to 
meet them will be an interesting one.

At a time of economic turmoil and instability, the importance of private markets has arguably never been 
higher. As a result, many firms will need to answer how they intend to deliver access to their clients, 
rather than if they intend to do so. One answer to this challenge is through the use of technology. 

The FCA’s publication of PS22/10 is just one of several steps that the regulator has taken to demonstrate 
its commitment to ensuring robust governance around retail investor access to high risk investments 
such as those associated with private markets. With regulatory scrutiny on these types of investments 
only likely to increase, firms are turning to digitised solutions in order to strengthen their regulatory 
position while removing operational bottlenecks, freeing up internal resources, and scaling the number 
of opportunities they can offer clients. 

Some of the key ways technology is enabling firms to improve their regulatory processes include:

• Assigning, tracking and recording data across all stages of the investment process to create ‘one 
true view’ of client interactions; 

• Digitising regulatory workflows to mitigate against the risk of approval processes being side-
stepped, either deliberately or due to human error;

• Cross-referencing investment opportunities against investor classifications to ensure that only 
appropriate dealflow is shared;

• Assign, track and record document access to improve data sharing governance;

• Restrict access to confidential or sensitive information through permission control and  
password protection.
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4. Concluding remarks

The FCA’s publication of PS22/10 is another clear demonstration of the Regulator’s commitment to 
strengthening the protection of retail investors in relation to high-risk investments. With private markets 
playing an increasingly important role in the portfolios of retail investors, it’s unsurprising that they have 
taken action to ensure that firms are promoting these investment opportunities in a way that enables 
clear and informed decision making.

For financial institutions, there is now a clearly defined timescale in which they must update their 
regulatory processes. Firms that are promoting high-risk investment opportunities now face the 
challenge of implementing additional governance protocols in a way that satisfies their regulatory 
obligations, without slowing internal processes and impacting the client experience.

As always, achieving these targets in a cost-effective, efficient and timely manner will be high on the 
priority list; the use of technology to digitise firms’ regulatory strategy has arguably never been more 
important.
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Private markets are evolving.  

We'll help you to join the dots.
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