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Eurosif — the European Sustainable Investment Forum — presents its latest with
recommendations for the review of the Sustainable Finance Disclosure Regulation (SFDR). This
report presents a roadmap for a fit-for-purpose SFDR framework that would unleash its potential to
strengthen the EU’s competitiveness, scale up investments for the industrial decarbonisation and
sustainable growth and prevent greenwashing.

The SFDR is an important element of the EU sustainable finance framework. Since its
implementation in 2021, it has improved transparency on the integration of sustainability risks and
the consideration of impacts of investments on the environment and society.

“When you do something for the first time, it is rarely perfect from the start.” said Eurosif Executive
Director, Aleksandra Palinska. After several years of application, some issues with the rules have
been revealed. “The forthcoming review of the SFDR, announced by the European Commission, constitutes
a great opportunity to address them and to ensure the framework can unleash its full potential”, she added.

The SFDR was conceived as a transparency regime. However, financial markets used it as a de facto
product classification framework. This is problematic as labels or product categories need clear
criteria to underpin them, which the SFDR is missing. Moreover, certain concepts and definitions are
not sufficiently clear, which leads to diverging interpretations from financial market participants and
supervisors. This, in turn, has led to market fragmentation and even greenwashing concerns in
certain cases.

To contribute to fostering investment in decarbonisation and sustainable growth, and to address the
framework’s current issues, Eurosif is proposing three key policy recommendations:
|I. Establish clear categories of ESG/sustainability-related products based on
minimum criteria.

2. Empower end-investors with meaningful disclosure requirements.

3. Beyond SFDR: create a reliable and consistent sustainable investment
framework.

Pierre Garrault, Senior Policy Adviser, commented: “Eurosif sees the SFDR review as an opportunity to
fix and build upon the rules already in place. If we get this right, the SFDR can become an efficient tool to
clearly determine which investments contribute to financing sustainable companies, to supporting those
demonstrating decarbonisation efforts, or to achieving other ESG or sustainability-related objectives.
Additionally, it can help to mobilise and channel the savings of EU retail investors towards the real economy,
by leveraging on their strong appetite for sustainable investments.”

For a full overview of the proposals, please consult our full report
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Notes to Editors

The European Commission started a comprehensive assessment of the SFDR in December 2022 and is
currently exploring policy options before publishing the review, expected in Q4 2025.

Key recommendations from the report

I. Establish clear categories of ESG/sustainability-related products based on minimum
criteria.

o

LT3

SFDR should establish three categories of products: “sustainable”, “transition”, and
“binding environmental and social factors”

Add an “impact layer” across the sustainable & transition categories for impact products,
with dedicated criteria and disclosures.

Name these categories following an EU-wide consumer survey, to ensure their names
and the explanation of their objectives are meaningful to end investors.

Minimum criteria for these categories should include the demonstration of progress
against a specific ESG/sustainability-related objective using credible indicators, and on
minimum exclusions avoiding carbon lock-ins.

Consider the specifics of different types of funds, such as private equity funds, pension
funds, passive funds, and fund-of-funds, and tailor the SFDR criteria accordingly.

2. Empower end-investors with meaningful disclosure requirements.

o

Establish minimum disclosure requirements on sustainability risks and impacts for all
financial products, to facilitate comparison and improve the understanding of
sustainability features by end investors.
For products categorised under the SFDR:
Introduce a streamlined mandatory list of improved Principal Adverse Impact (PAI)
disclosures that are relevant to all products categorised under the SFDR.
Introduce clearer consumer-facing disclosures summarising the product’s negative
footprint (adverse impacts), as well as the positive handprint (what the product is doing
to avoid/mitigate these).
For products not categorised under the SFDR:
® Introduce a disclaimer clearly flagging this to end investor
=  For products that do not apply the Paris-Aligned Benchmark (PAB) exclusions,
include an additional disclaimer that the product may entail exposures to
companies deriving revenues from the activities listed in the PAB exclusions.
Retain and adjust entity-level disclosures covering policies on the identification,
management and mitigation of the actual and potential adverse impacts of their
investments, as well as covering positive sustainability outcomes.
= This should include their range of financial products categorised under the
SFDR, explanations regarding their methodologies and process to establish
proprietary models, and details on their sustainability-related due diligence and
engagement commitments.

3. Beyond SFDR: create a reliable and consistent sustainable investment framework.

O

Strike the right balance between stakeholders’ needs with regard to the Omnibus
simplification proposals, to resolve the current challenges regarding data availability for
investors and to avoid fragmentation in the corporate sustainability reporting landscape.
Reflect the SFDR review changes in the retail investor advisory process under
MiFID/IDD.

Introduce the simplifications of consumer-facing disclosures for products categorised
under the SFDR in the KID under the PRIIPs Regulation.

Adjust the Benchmarks Regulation disclosure requirements for benchmarks promoting
ESG features, in line with the minimum criteria of the SFDR categories and the ESMA
guidelines on fund names.
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=  Create additional benchmarks for environmental or social investment objectives
and ensure they are in line with the minimum criteria established in the SFDR
review.
o Extend the current transparency framework for ESG rating providers to include ESG
data providers.

For any queries, please contact:

Pierre Garrault, Senior Policy Officer:
About Eurosif

Eurosif — the European Sustainable Investment Forum, is the leading pan-European association
promoting sustainable finance at the European level. Its membership is comprised of Sustainable
Investment Fora (SIFs) from across the EU, Switzerland and the United Kingdom. Most of these SIFs
have a broad and diverse membership themselves, including asset managers, institutional investors,
index providers and ESG (Environmental, Social and Governance) research and analytics firms.

Eurosif and its members are committed to the growth and integrity of meaningful sustainable
investment flows. Eurosif actively contributes to the development of EU rules which are fit-for-purpose
and facilitate the financial industry’s contribution to a just transition.
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