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Sustainable finance can be complex…
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Sustainable Finance Literacy is low

 SFL: “knowledge and skills needed to identify and evaluate sustainable finance 

products to make informed investment choices” (Filippini et al., 2024)

 SFL is low – barrier to sustainable investments

 Experiment: provide education for SFL, link with incentivized investment 

experiment
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What happens if we give investors a map?
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1. Refine SFL measure from Filippini et al. (2024) and create educational treatment 

2. Treatment effect on incentivized investment experiment, four dimensions:

 Extensive/intensive margin

 The role of sustainability attitudes

 Complementary: effect on return chasing and sustainability perceptions
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Research Objectives
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• 2021 experienced retail investors from German-speaking 

Switzerland (with high financial literacy)

• 60% of CH pop market-based “401k” pension plan

• Survey experiment in March/April 2024

• Active and passive control groups (Haaland et al. 2023)

• Incentivized choice experiment

• 4 winners: we invest 1000 CHF in their choice

• Preregistered on OSF
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Study Design & Data
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 Authors‘ interpretation of EU Sustainable Finance Disclosure Regulation (SFDR)

 Four types: Art. 9, Art. 8 (+), Art. 8, and Art (6)

 3 „General“ dimensions that apply to all markets

 2 „Specific“ dimensions on the EU context

 Less than 400 words

 Consulted experts from academia, EU and CH policymakers, financial industry

 correctness and relevance

 Multiple pre-tests for validation

 Five multiple-choice questions to measure SFL
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Creating a SFL educational treatment
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Descriptive Results – SFL level
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Choice Cards
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Investment Attitudes

AI-based semi-manual classification 

by Wekhof and Houde (2023): 

• 51% mention sustainability
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 Single hurdle model: separately extensive and intensive margins

 Model 1, Logit: 

 Model 2, Zero-truncated Poisson:
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Empirical Strategy
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Econometric Results: Extensive margin with attitudes

 Treatment effect for most sustainable 

fund: 5%

 No Heterogeneous treatment effect

 Sustainable attitudes:

 +22% (Art.9)

 -16% (Art.8) and -22% (Art.6)
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Econometric Results: Intensive margin with attitudes

 Treatment effect for least sustainable 

fund: -2.5%

 Heterogeneous treatment effect:

 +3.5% (Art.9)

 - 3.5 % (Art.8 plus) and - 4 % (Art.8)

 Sustainable attitudes:

 +17% (Art.9)

 - 4.5 % (Art.8) and - 12.5 % (Art.6)
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What’s next?
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Possible to teach 

Sustainable Finance

Helps investors align 

money with values

Provide banks with 

our crash course

Presenter-Notizen
Präsentationsnotizen
What do we learn from that experiment?
First, it is possible to teach sustainable finance in a short and concise way.
Second, it helps investors to align their money with their personal values. Like Michael, who would like to help fight climate change with his pension fund but faces too many difficult choices.
Lastly, our crash course has the potential to be employed on a larger scale; for example, banks could provide it to their customers.
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Knowledge Empowers Investors!
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Presenter-Notizen
Präsentationsnotizen
After all, not only my friend Michael can profit from our crash course and navigate the maze of sustainable finance. Many retail investors want to put their money where their values are but do not know how. And providing that knowledge not only helps their finances but empowers investors to contribute to our sustainable future.
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Paper

https://papers.ssrn.com/sol3/papers.

cfm?abstract_id=5001691

https://ethz.ch/content/dam/ethz/speci

al-interest/mtec/cepe/energy-and-

public-econ-

dam/documents/PolicyBriefs/SFL_RC

T_policy_brief_301024.pdf

Policy Brief
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 Authors‘ interpretation of EU Sustainable Finance Disclosure Regulation (SFDR)

 Four types: Art. 9, Art. 8 (+), Art. 8, and Art (6)

 Extensive Validation of treatment and SFL measure:

 Consulted several experts from academia, EU and CH policymakers, financial 

industry, and NGOs

 correctness and relevance

 Multiple pre-tests with more than 600 participants 

 ensure understanding, attention, clarity, and alignment of crash course to questions, 
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Creating a SFL educational treatment
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SFL Measure

Question Goal

SFL 1 Lack of uniform standards

SFL 2 ESG risk integration ≠ sustainable

SFL 3 ESG not always impact investing

SFL 4 EU SFDR (light green): characteristics

SFL 5 EU SFDR (dark green): objective

General

General + 

Specific

 Omega Score (McDonald, 1999): 

 General + Specific: 0.71; General: 0.76; Financial Literacy (Big Three): 0.76
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 Impact on SFL score (OLS)

 Impact on investment choice: single hurdle model: separately extensive and 

intensive margins (logit and zero-truncated poisson)

 Including effect of attitudes
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Empirical Strategy
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 SFL Treatment: more investment in 

Art 9, less in other funds.

 Additionally: High zero-shares for all 

funds (between 25% and 60%)
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Descriptive Results – Portfolio allocation

SFL Awareness Placebo

Art. 9

Mean (CHF) 380 340 352.8

Art. 8 (+)

Mean (CHF) 226.4 240.7 228.6

Art. 8

Mean (CHF) 240.8 259.2 270.4

Art. 6

Mean (CHF) 152.9 160.1 148.2
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 SFL-Treatment increases literacy 

score.

 Awareness/Placebo treatments show 

no difference.
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Econometric Results: SFL Treatment on SFL Score
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Econometric Results: Hurdle Model

 Extensive margin: SFL treatment 

increases Art. 9 by 6%.

 Intensive margin: SFL treatment 

decreases Art. 8 by 3% and Art 6 by 

2.5%.

 Financial literacy: similar magnitude 

but opposite effect.
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 The intervention increased retail investors in the most sustainable fund by 6% and 

reduced shares in less sustainable funds by 2.5% to 3%.

 Confirms suggestive evidence by Filippini et al. (2024)

 The treatment effect was about 50% larger for investors with sustainability-friendly 

attitudes.

 Importance of attitudes for sustainable investing (Bauer et al., 2021; Riedl and Smeets, 2017)

 Possibly, treated investors get a more realistic perception of mid-range funds.
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Discussion
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 Return Chasing

 Subjective Sustainability Rating
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Empirical Strategy (2)
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 Returns chasing is significant for 

extensive and intensive margin

 Extensive: 1% higher return ~ 4% to 8% 

higher probability to invest

 Intensive: 1% higher return ~ 5% to 6% 

more investments

 SFL reduces return chasing for 

sustainable funds

 Extensive: 20% less for Art 9

 Intensive: 17% less Art. 9 and 26% less 

Art 8 (+)

Econometric Results – Return chasing
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Econometric Results – Subjective Sustainability Rating

 SFL Treatment decreases 

sustainability perception for mid-

range funds

 No difference between Placebo and 

Awareness treatments
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Open-ended topics
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Sustainability Topic Dictionary
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