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r

Article 6: Transparency of the integration of sustainability risks

1. Financial market participants shall include descriptions of the following in pre-contractual disclosures:
(a) the manner in which sustainability risks are integrated into their investment decisions; and
(b) the results of the assessment of the likely impacts of sustainability risks on the returns of the financial products...
Where ... sustainability risks [deem] not to be relevant, the descriptions ... shall include a clear ... reasons therefor.

Article 8: Transparency of the promotion of environmental or social characteristics in pre-contractual disclosures
1. Where a financial product promotes, among other characteristics, environmental or social characteristics, or a
combination of those characteristics ... the information to be disclosed...shall include the following:

(a) information on how those characteristics are met;

(b) if an index has been designated as a reference benchmark ... how this index is consistent with those characteristics.

Article 9: Transparency of sustainable investments in pre-contractual disclosures
1. Where a financial product has sustainable investment as its objective and an index has been designated as a
reference benchmark, the information to be disclosed...shall be accompanied by the following:

(a) information on how the designated index is aligned with that objective;

(b) an explanation as to why and how the designated index aligned with that objective differs from a broad market index.
3. Where a financial product has a reduction in carbon emissions as its objective, the information to be disclosed ... shall
include the objective of low carbon emission exposure in view of achieving the long-term global warming objectives of the
Paris Agreement.

(HFr) REGULATION (EU) 2019/2088 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 27 November 2019 on sustainability-related disclosures in the
financial services sector
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Figure 5: General views on the need for a categorization system regulated at EU level

There is no need for product categories. Pure disclosure requirements of sustainability |_ 83 | 41 14 .11
5 information are sufficient
Sustainability product categories regulated at EU level are necessary to have efficient l 14 43 ' 118 _ 23
E distribution systems based on investors’ sustainability preferences 3 . = : =
Sustainability product categories regulated at EU level are necessary to avoid -10 42 75 _ 36
fragmenting the capital markets union
Sustainability product categories regulated at EU level are necessary to combat . 18 58 o3 _ 13
greenwashing L . = _—

Sustainability product categories regulated at EU level would facilitate professional -
investor understanding of products’ sustainability-related strategies and objectives l 13 52 _ 103 _ =
Sustainability product categories regulated at EU level would facilitate retail | ' ' :
. . , S . 8 36 104 10
investor understanding of products’ sustainability-related strategies and
objectives
0% 10% 20% 30% 40% 50% 60% 70% 80% S0% 100%

M 1(totally disagree) 2(mostly disagree) 3(partially disagree and partially agree) B 4(mostly agree) B 5(totally agree) Don’t know -No opinion —Not applicable

(HPAF) European Commission “Summary Report of the Open and Targeted Consultations on the SFDR assessment” 1§3
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. Disclosure of sustainability-related information

« A manager must prepare the disclosures ... in accordance with this chapter where it:
: (a) is undertaking sustainability in-scope business in relation to a sustainability product ... ; and
(b) uses either a sustainability label or one or more of the terms in ESG ... in relation to that product.

i «  The disclosures are: (a) a consumer-facing disclosure for retail clients ... ; and (b) a pre-contractual disclosure ...

Specific criteria: sustainability impact
« A manager may only use the ‘sustainability impact’ label where the sustainability product’s sustainability objective is

consistent with the aim of achieving a pre-defined, positive, measurable impact in relation to an environmental and/or
social outcome.

: Pre-Contractual disclosures

« where the manager uses the sustainability label ‘sustainability impact’, it must include the following information:
(a) the manager’s theory of change, with clear examples that emphasise how the manager expects its investment i
activities and the product’s assets to contribute to achieving a positive environmental and/or social impact; and |
(b) a summary of the method used to measure and demonstrate that the manager’s investment activities and the
sustainability product’s assets are achieving a positive environmental and/or social impact;
(LEP) ZEEFCA “Sustainability Disclosure Requirements (SDR) and investment labels”
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6. Attitudes towards ESG issues and Responsible
Investments 2%
I would like the way my money is

invested to do some good as well
as provide me with a financial return

1%

I would like to invest in a way 3%
that has a positive social impact
e.g. knowing that my money is being
used to build social housing or
ocal hospitals, tackle modern slavery,
or provide access to education or
clean water

2%

_ _ _ ) 2%
I would like to invest in companies

that have strong governance
practices
e.g. those who pay their employees
fairly, who have a diverse workforce,
and monitor executive pay

m Strongly agree
m Neither agree nor disagree
m Strongly disagree

2%

u Slightly agree
m Slightly disagree

Base: All UK adults who have any retail investment, or have a DC pension in
accumulation, or have decumulated a DC pension in the last 4 years
(2022:2,838) excluding ‘don’t know" responses (4%/5%/5%/5%)

Question: P_ESG5_a/b/f/g (Rebased). To what extent do you agree or disagree
with the following statements?

(HPr) =EFCA “Financial Lives 2022 survey” Consumer investments and

Sustainability Disclosure Requirements (SDR)
and investment labels regime

consumers feel uncertain about what sustainability
means:

 There is no single agreed definition of what a
sustainable or ESG investment is.

» For those starting out in investing, there is a lot of
information to take in and understand.

Consumers feel the information currently provided on
sustainable investing can be confusing :

» Across all levels of experience consumers felt that
some of the current sustainable investment
information lacked conciseness, was untrustworthy
and contained jargon.

Of the 25 consumers engaged in the online community, six had not
yet started investing, five began investing in the last year, seven
had been investing for up to 9 years and seven had been investing
for over 9 years.

(tPRT) REFCA “Sustainability Disclosure Requirements (SDR) and
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.+ a materially deceptive and misleading name of a fund includes:

i (2) Names suggesting an investment focus ... a particular industry or group of industries; particular countries or geographic
. regions; or... particular characteristics (e.g., ... such as “growth” or “value,” or terms indicating that the fund’s investment
i decisions incorporate one or more environmental, social, or governance factors), unless:

(i) The fund has adopted a policy to invest ... at least 80% of the value of its assets in investments ... that the fund’s
{ name suggests.

(tHPR) KESEC, Investment Company Names - Final Rule (88 FR 70436)

_________________________________________________________________________________________________________________________________________________________________________________________________________________

» While the Commission has not generally prescribed specific disclosures for particular investment strategies, ESG
. strategies differ in certain respects that we believe necessitate specific requirements and mandatory content to
assist investors in understanding the fundamental characteristics of an ESG fund or an adviser’s ESG strategy ...

« “ESG Integration” strategies consider one or more ESG factors alongside other, non-ESG factors in investment decisions

... Integration Fund to summarize in a few sentences how the fund incorporates ESG factors into its investment selection
i process, including what ESG factors the fund considers ...

+ “ESG-Focused” strategies focus on one or more ESG factors by using them as a significant or main consideration in
i selecting investments or in engaging with portfolio companies.

» ... ESG-Focused Fund, which would include an ESG Impact Fund, to provide specific disclosure about how the fund
i focuses on ESG factors in its investment process ...

(HFRr) KESEC, Enhanced Disclosures by Certain Investment Advisers and Investment Companies about Environmental, Social, and Governance Investment
Practices - Proposed Rule (87 FR 36654)




