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The EU Regulations on sustainability-related disclosures and
on the framework for environmentally sustainable

investment

Regulatory Alert
23 October 2020

Dear Ladies and Gentlemen,

EU Regulation 2019/2088 on sustainability-related disclosures in the financial sector, as amended,
(the “Regulation on sustainability-related disclosures in the financial sector”) lays down
transparency requirements for financial market participants (including Investment Fund Managers –
IFMs) and financial advisers on transparency with regard to the integration of sustainability risks and
the consideration of adverse sustainability impacts in their processes.

Regulation (EU) 2020/852 on the establishment of a framework to facilitate sustainable investment
(the “Regulation on the framework for environmentally sustainable investment”) details the criteria
for determining whether an economic activity qualifies as environmentally sustainable for the
purposes of establishing the degree to which an investment is environmentally sustainable. It also
amends the “Regulation on sustainability-related disclosures in the financial sector.

In this Alert, we look at the impact of the Regulation on sustainability-related disclosures in the
financial sector and the Regulation on the framework for environmentally sustainable investment on
investment funds and their managers.

Kind regards,

Marcus Wolf
Senior Compliance Officer

Yann Power
Regulatory Expert

This alert is intended to provide general information on recent legal developments. It does not cover every aspect of the
topics with which it deals.
This alert is not designed to provide legal or other advice and it is not a substitute for legal or any other type of advice.
ME Business Solutions (“mebs”) takes no responsibility for any person who acts or fails to act on the basis of the information
provided in this alert.
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Executive Summary

The Regulation on sustainability-related disclosures in the financial sector lays down harmonised rules
for financial market participants (including IFMs) and financial advisers on transparency with regard
to:
§ The integration of sustainability risks and the consideration of adverse sustainability impacts in

their processes
§ The provision of sustainability-related information with respect to financial products

The Regulation on the framework for environmentally sustainable investment details the criteria for
determining whether an economic activity qualifies as environmentally sustainable for the purposes
of establishing the degree to which an investment is environmentally sustainable. It amends the
Regulation on sustainability-related disclosures in the financial sector.

The Regulation on sustainability-related disclosures in the financial sector and the Regulation on the
framework for environmentally sustainable investment lay down requirements at two levels:
§ Financial market participant (e.g. IFM) level
§ Product (e.g. Fund) level

Key requirements of the Regulation on sustainability-related disclosures in the financial sector
and implementation deadlines

Level Requirements Deadline
All financial market participants
(e.g. IFM)

Implementation of a policy on the
integration of sustainability risks in
their investment decision-making
process, and publication of the policy
on the website (Article 3)

10 March 2021

Remuneration policies must be
consistent with the integration of
sustainability risks, and publication of
the policy on the website (Article 5)

10 March 2021

All financial market participants Website disclosure (Article 4) of either
of the following:
§ A statement on their due diligence

policies on the consideration of
principal adverse impacts of
investment decisions on
sustainability factors

§ Clear reasons for why they do not
consider the principal adverse
impacts of investment decisions on
sustainability factors and, where
relevant, information as to
whether and when they intend to
consider such adverse impacts

10 March 2021
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Key requirements of the Regulation on sustainability-related disclosures in the financial sector
and implementation deadlines

Level Requirements Deadline
Large financial market
participants (>500 employees at
entity or group consolidated
level)

Website disclosure of a statement on
their due diligence policies with
respect to the principal adverse
impacts of investment decisions on
sustainability factors (Article 4)

30 June 2021

All financial products Pre-contractual disclosure (e.g.
prospectus or issuing document)
(Article 6) of either of the following:
§ The manner in which sustainability

risks are integrated into
investment decisions and the
results of the assessment of the
likely impacts of sustainability risks
on the returns

§ The reasons why the financial
market participant deems
sustainability risks not to be
relevant

10 March 2021

Financial products which
promote, among other
characteristics, environmental or
social characteristics, or a
combination of those
characteristics

Additional pre-contractual disclosure
(Article 8)

10 March 2021

Website disclosures (Article 10) 10 March 2021

Periodic report (annual report)
disclosures (Article 11)

1 January 2022

Financial products which have
sustainable investment or a
reduction in carbon emissions as
their objective

Additional pre-contractual disclosure
(Article 9)

10 March 2021

Website disclosures (Article 10) 10 March 2021

Periodic report disclosures (Article 11) 1 January 2022

Financial products which
promote environmental
characteristics of:
§ Climate change mitigation
§ Climate change adaptation

Additional pre-contractual disclosures
(Article 8)

1 January 2022

Additional periodic report disclosures
(Article 11)

1 January 2022

Additional pre-contractual disclosures
(Article 8)

1 January 2023
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Key requirements of the Regulation on sustainability-related disclosures in the financial sector
and implementation deadlines

Level Requirements Deadline
Financial products which
promote environmental
characteristics of:
§ The sustainable use and

protection of water and
marine resources

§ The transition to a circular
economy

§ Pollution prevention and
control

§ The protection and
restoration of biodiversity and
ecosystems

Additional periodic report disclosures
(Article 11)

1 January 2023

All financial products of financial
market participants which
consider the principal adverse
impacts of investment decisions
on sustainability factors, and all
financial products of large
financial market participants

Additional pre-contractual disclosure
on adverse impacts on sustainability
factors (Article 7)

30 December 2022

Financial products which do not
promote, among other
characteristics, environmental or
social characteristics, or a
combination of those
characteristics and do not have
sustainable investment or a
reduction in carbon emissions as
their objective

Additional pre-contractual disclosure
regarding the fact that it does not take
into account criteria for
environmentally sustainable economic
activities (Regulation on the
framework for environmentally
sustainable investment)

1 January 2022

Additional periodic report disclosures
regarding the fact that it does not take
into account criteria for
environmentally sustainable economic
activities (Regulation on the
framework for environmentally
sustainable investment)

1 January 2022
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Key considerations for Investment Funds and their Managers

IFMs and internally managed Funds may wish to consider:
§ Developing or enhancing policies on the integration of sustainability risks in their investment

decision-making process and publishing these policies on their websites
§ Performing due diligence on the integration of sustainability risks by delegate portfolio

managers and investment advisers
§ Ensuring that they are able to make the required disclosures on the website:
§ Policy on the integration of sustainability risks in their investment decision-making

process
§ The consideration of principal adverse impacts of investment decisions on sustainability

factors at financial market participant level
§ Reviewing their remuneration policies in relation to the integration of sustainability risks
§ Ensuring that they are able to meet the product-level requirements on:
§ Pre-contractual disclosures
§ Publication on the website

§ Ensuring that marketing materials disclosures are consistent with the requirements
§ Reviewing their sustainability-related disclosures on a regular basis

IFMs and internally managed Funds may wish to consider implementing the EU Directive on the
Encouragement of Long-Term Shareholder Engagement at the same time as the EU Regulations
covered by this Alert. The EU Directive on the Encouragement of Long-Term Shareholder Engagement
aims to encourage long-term shareholder engagement to ensure that decisions are made for the long-
term stability of a company and take into account environmental and social issues  (see mebs
Regulatory Alert entitled The impact of Long-Term Shareholder Engagement requirements on
Investment Fund Managers, 17 April 2020)
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EU Regulations on sustainability-related disclosures and on the
framework for environmentally sustainable investment

Scope

The Regulation on sustainability-related disclosures in the financial sector applies to “financial market
participants” which include inter alia:
§ UCITS management companies and self-managed UCITS
§ Alternative investment fund managers (AIFMs) and authorised internally managed AIFs1

§ Managers of European venture capital funds (EuVECAs) and European social entrepreneurship
funds

§ Banks and investment firms which provide portfolio management
§ Insurance undertakings
§ Occupational pension schemes (institutions for occupational retirement provision - IORPs)
§ Financial Adviser

IFMs (UCITS management companies and AIFMs) are required to apply the relevant requirements of
the Regulation to:
§ The funds they manage (i.e. UCITS and AIF)
§ The additional services they provide:
§ The portfolios they manage on a discretionary client by client basis
§ The investment advice they provide

EU Regulation 2020/852 on the framework for environmentally sustainable investment lays down the
criteria for determining whether an economic activity qualifies as “environmentally sustainable”.

Sustainability-related definitions

“Sustainable investment” means an investment in an economic activity that contributes to:
§ An environmental objective, as measured, for example, by key resource efficiency indicators on

the use of energy, renewable energy, raw materials, water and land, on the production of waste,
and greenhouse gas emissions, or on its impact on biodiversity and the circular economy, or

§ A social objective, in particular an investment that contributes to tackling inequality or that fosters
social cohesion, social integration and labour relations, or an investment in human capital or
economically or socially disadvantaged communities

Provided that such investments do not significantly harm any of those objectives and that the investee
companies follow good governance practices, in particular with respect to sound management
structures, employee relations, remuneration of staff and tax compliance.

“Sustainability risk” means an environmental, social or governance event or condition that, if it
occurs, could cause an actual or a potential material negative impact on the value of the investment.

‘‘Sustainability factors” mean environmental, social and employee matters, respect for human rights,
anti-corruption and anti-bribery matters.

1 Registered AIFMs are not in scope
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Environmental sustainability-related definitions

The Regulation defines “environmental objectives” as:
§ Climate change mitigation
§ Climate change adaptation
§ The sustainable use and protection of water and marine resources
§ The transition to a circular economy
§ Pollution prevention and control
§ The protection and restoration of biodiversity and ecosystems

The Regulation defines when economic activity is considered to “significantly harm” environmental
objectives as, in relation to:
§ Climate change mitigation, where that activity leads to significant greenhouse gas emissions
§ Climate change adaptation, where that activity leads to an increased adverse impact of the current

climate and the expected future climate, on the activity itself or on people, nature or assets
§ The sustainable use and protection of water and marine resources, where that activity is

detrimental:
§ To the good status or the good ecological potential of bodies of water, including surface water

and groundwater, or
§ To the good environmental status of marine waters

§ The circular economy, including waste prevention and recycling, where:
§ That activity leads to significant inefficiencies in the use of materials or in the direct or indirect

use of natural resources such as non-renewable energy sources, raw materials, water and land
at one or more stages of the life cycle of products, including in terms of durability, reparability,
upgradability, reusability or recyclability of products

§ That activity leads to a significant increase in the generation, incineration or disposal of waste,
with the exception of the incineration of non-recyclable hazardous waste, or

§ The long-term disposal of waste may cause significant and long-term harm to the environment
§ Pollution prevention and control, where that activity leads to a significant increase in the

emissions of pollutants into air, water or land, as compared with the situation before the activity
started, or

§ The protection and restoration of biodiversity and ecosystems, where that activity is:
§ Significantly detrimental to the good condition and resilience of ecosystems, or
§ Detrimental to the conservation status of habitats and species, including those of European

Union interest

The European Commission is required to adopt a delegated act clarifying the meaning of a substantial
contribution to each environmental objective and the meaning of significant harm to that objective:
§ By 31 December 2020 in relation to:
§ Climate change mitigation
§ Climate change adaptation

§ By 31 December 2021 in relation to:
§ The sustainable use and protection of water and marine resources
§ The transition to a circular economy
§ Pollution prevention and control
§ The protection and restoration of biodiversity and ecosystems



Page 8 of 21

To qualify as “environmentally sustainable”, an economic activity must:
§ Contribute substantially to one or more of the “environmental objectives”
§ Does not significantly harm any of the “environmental objectives”
§ Is carried out in compliance with the minimum safeguards
§ Comply with technical screening criteria to be established by the Commission

An “transitional activity” may be considered as contributing substantially to climate change mitigation
where it supports the transition to a climate-neutral economy consistent with a pathway to limit the
temperature increase to 1.5˚C above pre-industrial levels subject to certain conditions.

An economic activity qualifies as contributing substantially to one or more of the environmental
objectives (an “enabling activity”) by directly enabling other activities to make a substantial
contribution to one or more of those objectives, provided that such economic activity:
§ Does not lead to a lock-in of assets that undermine long-term environmental goals, considering

the economic lifetime of those assets
§ Has a substantial positive environmental impact, on the basis of life-cycle considerations

Other definitions

“Investment advice” means the provision of personal recommendations to a client, either upon its
request or at the initiative of the investment firm, in respect of one or more transactions relating to
financial instruments.

“Professional investor” means a person, who possesses the experience, knowledge and expertise to
make its own investment decisions and properly assess the risks that it incurs.

“Retail investor” means an investor who is not a professional investor.

Transparency of sustainability risk policies (Article 3)

Financial market participants are required to publish information about their policies on the
integration of sustainability risks in their investment decision-making process on their websites.

In addition, financial advisers are required to publish information about their policies on the
integration of sustainability risks in their investment advice on their websites.

Transparency of adverse sustainability impacts at entity level (Article 4)

Where financial market participants consider principal adverse impacts of investment decisions on
sustainability factors, they are required to publish and maintain on their websites a statement on due
diligence policies with respect to the principal adverse impacts of investment decisions on
sustainability factors, taking due account of their size, the nature and scale of their activities and the
types of financial products they make available.
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This statement must cover at least the following:
§ Information about their policies on the identification and prioritisation of principal adverse

sustainability impacts and indicators
§ A description of the principal adverse sustainability impacts and of any actions in relation thereto

taken or, where relevant, planned
§ Brief summaries of shareholder engagement policies, where applicable
§ A reference to their adherence to responsible business conduct codes and internationally

recognised standards for due diligence and reporting and, where relevant, the degree of their
alignment with the objectives of the Paris Agreement.

Where financial market participants do not consider adverse impacts of investment decisions on
sustainability factors, they are required to publish on their websites clear reasons for why they do not
do so, including, where relevant, information as to whether and when they intend to consider such
adverse impacts.

Large financial market participants are required to publish and maintain a statement on their due
diligence policies with respect to the principal adverse impacts of investment decisions on
sustainability factors on their websites:
§ Financial market participants exceeding on their balance sheet dates the criterion of the average

number of 500 employees during the financial year
§ Financial market participants which are parent undertakings of a large group exceeding on the

balance sheet date of the group, on a consolidated basis, the criterion of the average number of
500 employees during the financial year

Financial advisers are required to publish and maintain on their websites following:
§ The size, the nature and scale of their activities and the types of financial products they advise on,

they consider in their investment advice or insurance advice the principal adverse impacts on
sustainability factors

§ Where financial market participants do consider principal adverse impacts of investment decisions
on sustainability factors, they are required to publish and maintain on their websites a statement
setting out clear reasons for why they do not do consider principal adverse impacts of
investment decisions on sustainability factors, including, where relevant, information as to
whether and when they intend to consider such adverse impacts

The European Commission may adopt Regulatory technical standards specifying the content,
methodologies and presentation of information in respect of the sustainability indicators in relation
to adverse impacts:
§ On climate and other environment-related adverse impacts
§ In the field of social and employee matters, respect for human rights, anti-corruption and anti-

bribery matters
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According to the draft regulatory technical standards to be adopted by the European Commission, the
disclosure should be structured as follows:
§ Summary
§ Description of principal adverse sustainability impacts
§ Climate and other environment-related indicators (16 required indicators)
§ Social and employee, respect for human rights, anti-corruption and anti-bribery matters (16

required indicators)
§ Additional climate and other environment-related indicators (at least one required indicator)
§ Additional indicators for social and employee, respect for human rights, anti-corruption and

anti-bribery matters (at least one required indicator)
§ Any other adverse impact on a sustainability factor that qualifies as principal

§ Description of policies to identify and prioritise principal adverse sustainability impacts
§ Description of actions to address principal adverse sustainability impacts
§ Engagement policies
§ References to international standards

Transparency of remuneration policies in relation to the integration of sustainability risks
(Article 5)

Financial market participants and financial advisers are required to include in their remuneration
policies information on how those policies are consistent with the integration of sustainability risks,
and are required to publish that information on their websites.

Transparency of the integration of sustainability risks in pre-contractual disclosures (Article
6)

Financial market participants are required to include descriptions of the following in pre-contractual
disclosures:
§ The manner in which sustainability risks are integrated into their investment decisions
§ The results of the assessment of the likely impacts of sustainability risks on the returns of the

financial products they make available

Financial advisers are required to include descriptions of the following in pre-contractual disclosures:
§ The manner in which sustainability risks are integrated into their investment or insurance advice
§ The results of the assessment of the likely impacts of sustainability risks on the returns of the

financial products they advise on.

Where the financial market participants or financial adviser deems sustainability risks not to be
relevant, the descriptions has to include a clear and concise explanation of the reasons therefor.
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The information must be disclosed in the following pre-contractual disclosures:
§ UCITS: in the prospectus
§ AIFs: in the disclosures to investors before they invest
§ ELTIFs: in the prospectus
§ Managers of qualifying venture capital and social entrepreneurship funds: in information provided

to investors before they invest
§ Investment firms and banks which provide portfolio management or provide investment advice:

in the information to be provided in good time to clients or potential clients with regard to the
investment firm and its services

Transparency of adverse sustainability impacts in pre-contractual disclosures (Article 7)

By 30 December 2022, the pre-contractual disclosures for each financial product must include the
following:
§ Clear and reasoned explanation of whether, and, if so, how a financial product considers principal

adverse impacts on sustainability factors
§ Statement that information on principal adverse impacts on sustainability factors is available in

the information to be disclosed in the annual or periodic reporting

For a financial market participant that does not consider adverse impacts of investment decisions on
sustainability factors, the pre-contractual disclosures for each financial product must include a
statement that the financial market participant does not consider the adverse impacts of investment
decisions on sustainability factors and the reasons therefor.

Transparency of the promotion of environmental or social characteristics in pre-contractual
disclosures (Article 8)

A financial product which promotes, among other characteristics, environmental or social
characteristics, or a combination of those characteristics, provided that the companies in which the
investments are made follow good governance practices, the pre-contractual disclosures on the
integration of sustainability risks for each financial product must include the following:
§ Information on how those characteristics are met
§ In case of an index designated as a reference benchmark, information on whether and how this

index is consistent with those characteristics, and an indication of where the methodology used
for the calculation of the index is to be found

The European Commission may adopt regulatory technical standards specifying the details of the
content and presentation of the information.



Page 12 of 21

According to the draft regulatory technical standards, the disclosure should cover:
§ Environmental or social characteristics promoted by the financial product
§ Standard wording indicating that there is no sustainable investment objective or explanation of

how the sustainable investment does not significantly harm the sustainable investment objectives
§ Investment strategy
§ Sustainability indicators
§ Use of derivatives
§ Website reference
§ If an index has been designated for the financial product as a reference benchmark, information

in relation to the use of the reference benchmark

Pre-contractual disclosures of a financial product which promote environmental characteristics must
include: a “do no significant harm” statement by the following dates:
§ By 1 January 2022 in respect of the following environmental objectives:
§ Climate change mitigation
§ Climate change adaptation

§ By 1 January 2023 in respect of the following environmental objectives:
§ The sustainable use and protection of water and marine resources
§ The transition to a circular economy
§ Pollution prevention and control
§ The protection and restoration of biodiversity and ecosystems

Where a financial product does not promote, among other characteristics, environmental or social
characteristics, or a combination of those characteristics and does not have a sustainable investment
or a reduction in carbon emissions as its objective then an additional disclosure regarding the fact that
it does not take into account criteria for environmentally sustainable economic activities must be
included in the pre-contractual disclosures by 1 January 2022.

Transparency of sustainable investments in pre-contractual disclosures (Article 9)

For a financial product which has sustainable investment as its objective:
§ Where an index designated as a reference benchmark, the pre-contractual disclosures on the

integration of sustainability risks for each financial product must be accompanied by the following:
§ Information on how the designated index is aligned with that objective
§ The information why and how the designated index aligned with that objective differs from a

broad market index
§ In case no index has been designated as a reference benchmark, the information to be disclosed

in pre-contractual disclosures on the integration of sustainability risks must include an explanation
of how that objective would be attained
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For financial products with a reduction of carbon emissions as its objective, the pre-contractual
disclosures on the integration of sustainability risks for each financial product must include the
objective of low carbon emission exposure in view of achieving the long-term global warming
objectives of the Paris Agreement.

In case no EU Climate Transition Benchmark or EU Paris-aligned Benchmark is available, the pre-
contractual disclosures on the integration of sustainability risks for each financial product must include
a detailed explanation of how the continued effort of attaining the objective of reducing carbon
emissions is ensured in view of achieving the long-term global warming objectives of the Paris
Agreement.

Financial market participants are required to disclose an indication of where the methodology used
for the calculation of the indices and the benchmarks referred to are to be found.

The European Commission may adopt regulatory technical standards specifying the details of the
content and presentation of the information.

According to the draft regulatory technical standards, the disclosure should be structured as follows:
§ Sustainable investment objective of the financial product
§ Explanation of how the investments of the financial product do not significantly harm the

sustainable investment objectives
§ Investment strategy
§ Sustainability indicators
§ Use of derivatives
§ Website reference
§ For a financial product which has sustainable investment as its objective and an index has been

designated as a reference benchmark, an explanation of how that sustainable investment
objective is to be attained

§ For a financial product which has a reduction in carbon emissions as its objective, a statement
regarding the objective of a reduction in carbon emissions

Pre-contractual disclosures of a financial product which has sustainable investment or reduction in
carbon emissions as its objective and which invests in an economic activity that contributes to an
environmental objective (environmentally sustainable investments) must include
§ Information on the environmental objective or environmental objectives to which the investment

underlying the financial product contributes
§ A description of how and to what extent the investments underlying the financial product are in

economic activities that qualify as environmentally sustainable
By the following dates:
§ By 1 January 2022 in respect of the following environmental objectives:
§ Climate change mitigation
§ Climate change adaptation

§ By 1 January 2023 in respect of the following environmental objectives:
§ The sustainable use and protection of water and marine resources
§ The transition to a circular economy
§ Pollution prevention and control
§ The protection and restoration of biodiversity and ecosystems
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The description must specify the proportion of investments in environmentally sustainable economic
activities selected for the financial product, including details on the proportions of “enabling activities”
and “transitional activities”, respectively, as a percentage of all investments selected for the financial
product.

Transparency of the promotion of environmental or social characteristics and of sustainable
investments on websites (Article 10)

Where a financial product meets one of the following criteria:
§ It promotes, among other characteristics, environmental or social characteristics, or a

combination of those characteristics, provided that the companies in which the investments are
made follow good governance practices

§ It has sustainable investment or a reduction in carbon emissions as its objective
Financial market participants are required to disclose and to maintain the following information on
their websites:
§ A description of the environmental or social characteristics or of the sustainable investment

objective
§ The methodologies used to assess, measure and monitor the environmental or social

characteristics or the impact of the sustainable investments selected for the financial product,
including its data sources, screening criteria for the underlying assets and the relevant
sustainability indicators used to measure the environmental or social characteristics or the overall
sustainable impact of the financial product

§ The information which must be included in pre-contractual disclosures on the promotion of
environmental or social characteristics (see Transparency of the promotion of environmental or
social characteristics in pre-contractual disclosures (Article 8))

§ The information which must be included in pre-contractual disclosures on sustainable investments
(See Transparency of sustainable investments in pre-contractual disclosures (Article 9))

§ The information which must be included in periodic reports on promotion of environmental or
social characteristics and of sustainable investments (see Transparency of the promotion of
environmental or social characteristics and of sustainable investments in periodic reports (Article
11))

The information to be disclosed has to be clear, succinct and understandable to investors. It must be
published in a way that is accurate, fair, clear, not misleading, simple and concise and in a prominent
easily accessible area of the website.

The European Commission may adopt regulatory technical standards specifying the information
presentation requirements.
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According to the draft regulatory technical standards, the disclosure for a financial product which
promotes, among other characteristics, environmental or social characteristics, should be structured
as follows:
§ Summary
§ Environmental or social characteristics of the financial product
§ Proportion of investments
§ Standard wording indicating that there is no sustainable investment objective or explanation of

how the sustainable investment does not significantly harm the sustainable investment objectives
Investment strategy

§ Monitoring of environmental or social characteristics
§ Methodologies
§ Due diligence
§ Engagement policies
§ Data sources and processing
§ Limitations to methodologies and data
§ For financial products with an index designated as a reference benchmark, the designated

reference benchmark

According to the draft regulatory technical standards, the disclosure of a financial product which has
a sustainable investment as its objective, should be structured as follows:
§ Summary
§ Sustainable investment objective of the financial product
§ Proportion of investments
§ Explanation of how the investments of the financial product do not significantly harm the

sustainable investment objectives Investment strategy
§ Monitoring of sustainable investment objective
§ Methodologies
§ Due diligence
§ Engagement policies
§ Data sources and processing
§ Limitations to methodologies and data
§ Attainment of the sustainable investment objective
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Transparency of the promotion of environmental or social characteristics and of sustainable
investments in periodic reports (Article 11)

From 1 January 2022:
§ Where a financial product promotes, among other characteristics, environmental or social

characteristics, or a combination of those characteristics, provided that the companies in which
the investments are made follow good governance practices, financial market participants are
required to disclose the extent to which environmental or social characteristics are met in periodic
reports

§ Where a financial product has sustainable investment as its objective or a reduction in carbon
emissions as its objective, financial market participants are required to disclose in periodic reports
on either:
§ The overall sustainability-related impact of the financial product by means of relevant

sustainability indicators, or
§ Where an index has been designated as a reference benchmark, a comparison between the

overall sustainability-related impact of the financial product with the impacts of the
designated index and of a broad market index through sustainability indicators

The European Commission may adopt regulatory technical standards specifying the details of the
content and presentation of the information.

According to the draft regulatory technical standards, the disclosure of a financial product which
promotes, among other characteristics, environmental or social characteristics, should be structured
as follows:
§ Attainment of the environmental or social characteristics promoted by the financial product
§ Explanation of how that sustainable investment has not harmed significantly the sustainable

investment objectives during the reference period
§ Top investments of the financial product
§ For a financial product with an index designated as a reference benchmark that is not aligned with

an environmental or social characteristic promoted by the financial product, Sustainable
performance of the index designated as a benchmark

§ Proportion of sustainability-related investments
§ Actions taken to attain environmental or social characteristics

According to the draft regulatory technical standards, the disclosure a financial product which has a
sustainable investment as its objective, should be structured as follows:
§ Attainment of the sustainable investment objective of the financial product
§ Explanation of how the investments of the financial product have not significantly harmed the

sustainable investment objectives during the reference period
§ Top investments of the financial product
§ For a financial product which sustainable investment as its objective and an index has been

designated as a reference benchmark, an explanation of the performance of the index designated
as a benchmark and the performance of the financial product

§ For a financial product which has a reduction in carbon emissions as its objective, a statement on
the objective of a reduction in carbon emissions

§ Proportion of sustainability-related investments
§ Actions taken to attain the sustainable investment objective
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In addition, the periodic report of a financial product which promotes environmental characteristics
must include a “do no significant harm” statement by the following dates:
§ By 1 January 2022 in respect of the following environmental objectives:
§ Climate change mitigation
§ Climate change adaptation

§ By 1 January 2023 in respect of the following environmental objectives:
§ The sustainable use and protection of water and marine resources
§ The transition to a circular economy
§ Pollution prevention and control
§ The protection and restoration of biodiversity and ecosystems

In addition, the periodic report of a financial product which has sustainable investment or reduction
in carbon emissions as its objective and invest in an economic activity that contributes to an
environmental objective (environmentally sustainable investments) must include:
§ Information on the environmental objective or environmental objectives to which the investment

underlying the financial product contributes
§ A description of how and to what extent the investments underlying the financial product are in

economic activities that qualify as environmentally sustainable
The description must specify the proportion of investments in environmentally sustainable
economic activities selected for the financial product, including details on the proportions of
“enabling activities” and “transitional activities”, respectively, as a percentage of all investments
selected for the financial product

By the following dates:
§ By 1 January 2022 in respect of the following environmental objectives:
§ Climate change mitigation
§ Climate change adaptation

§ By 1 January 2023 in respect of the following environmental objectives:
§ The sustainable use and protection of water and marine resources
§ The transition to a circular economy
§ Pollution prevention and control
§ The protection and restoration of biodiversity and ecosystems
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Where a financial product does not promote, among other characteristics, environmental or social
characteristics, or a combination of those characteristics and does not have sustainable investment or
a reduction in carbon emissions as its objective then an additional disclosure regarding the fact that it
does not take into account criteria for environmentally sustainable economic activities must be
included in periodic reports by 1 January 2022.

The information is required to be disclosed in the following manner:
§ UCITS: in the annual report
§ AIFs: in the annual report
§ Qualifying venture capital funds: in the annual report
§ Qualifying social entrepreneurship funds: in the annual report
§ Investment firms which provide portfolio management: in a periodic report
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Review of disclosures

Financial market participants are required to ensure that any information published is kept up to date.
Where a financial market participant amends such information, a clear explanation of such
amendment has to be published on the same website.

Marketing communications

Financial market participants are required to ensure that their marketing communications do not
contradict the information published.

Regulatory technical standards

The Joint Committee of European Securities Authorities (ESAs) published a consultation paper in April
2020 with the draft of regulatory technical standards clarifying Regulation on sustainability-related
disclosures in the financial sector, including the draft European Commission delegated Regulation and
templates for the adverse impacts statements. The draft regulatory technical standards must be
published by 30 December 2020.

The Joint Committee of European Securities Authorities (ESAs) are also required to draft regulatory
technical standards on the sustainability indicators in relation to adverse impacts in the field of social
and employee matters, respect for human rights, anti-corruption and anti-bribery matters by 30
December 2021.

In addition, the Joint Committee of European Securities Authorities (ESAs) are required to draft
regulatory technical standards on the content and presentation of the additional pre-contractual
disclosures and periodic report disclosures:
§ By 1 June 2021 for financial products which promote environmental characteristics of:
§ Climate change mitigation
§ Climate change adaptation

§ By 1 June 2022 for financial products which promote environmental characteristics of:
§ The sustainable use and protection of water and marine resources
§ The transition to a circular economy
§ Pollution prevention and control
§ The protection and restoration of biodiversity and ecosystems
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Regulatory references

Regulation (EU) 2019/2088 of 27 November 2019 on sustainability-related disclosures in the financial
services sector, as amended
https://eur-lex.europa.eu/eli/reg/2019/2088/oj (refer to Current consolidated version)

Draft regulatory technical standards with regard to the content, methodologies and presentation of
disclosures pursuant to Article 2a, 4(6) and (7), Article 8(3), Article 9(5), Article 10(2) and Article 11(4)
of Regulation (EU) 2019/2088
Consultation Paper
Joint Committee of the European Supervisory Authorities (ESMA, EBA and EIOPA), April 2020
https://www.esma.europa.eu/sites/default/files/jc_2020_16_-
_joint_consultation_paper_on_esg_disclosures.pdf

Regulation (EU) 2020/852 of 18 June 2020 on the establishment of a framework to facilitate
sustainable investment, and amending Regulation (EU) 2019/2088
http://data.europa.eu/eli/reg/2020/852/oj

Directive 2014/65/EU of 15 May 2014 on markets in financial instruments and amending Directive
2002/92/EC and Directive 2011/61/EU (MiFID II)
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A32014L0065

United Nations Climate Change - Paris Agreement
https://unfccc.int/process-and-meetings/the-paris-agreement/the-paris-agreement
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