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What has happened so far?
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2021-2025
Sustainability specifications for 

CRR2 and CRD5

The EU Sustainable Finance Action Plan paves the way for a stricter regulatory environment, with 
amendments to existing directives and the creation of new regulations

2015 
Paris Agreement

Target of 2°C maximum global 
warming by the end of the 
century

2

2018
EU Commission’s Action Plan

Three main recommendations comprising 
10 actions targeting specific sectors of 
the financial system

3

2019
SFDR

Regulation 2019/2088 
requiring sustainability 
disclosure in the financial 
services sector

5
2019

Climate Benchmark

Regulation 2019/2089 
allowing the establishment 
of "climate transition" and 
"Paris Agreement" 
benchmarks

6

2021
Sustainability requirements for 

MIFID / IDD / UCITS / AIFMD

Proposal to integrate the 
consideration of ESG criteria** 
into these various regulations

8 1. Redirecting capital flows to sustainable investments to 
achieve sustainable and inclusive growth 

2. Manage financial risks induced by climate change, resource 
depletion, environmental degradation and social issues 

3. Promoting transparency and a long-term vision in economic 
and financial activities

2014 
NFRD 

Directive 2014/95 
defining the new extra-
financial performance 
declaration, which 
replaces the CSR* report

1

2019
Ecolabel

First technical report of the Ecolabel 
aiming to propose criteria that will allow 
the development of a European label for 
financial products

4

2020
EU Taxonomy

Regulation 2020/852 
establishing a framework 
for sustainable 
investment

7

* CSR = Corporate Social Responsibility; ** ESG = Environmental, Social, Governance

European Banking Authority 
mandated to develop standards 
for disclosure on ESG risks

9
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2 February 
2021 ESAs 
published 
final RTS

10 March 2021
SFDR 
application date 
(Level 1)

FMP can benefit 
from a reduced 
subscription tax 
rate if funds are 
sustainable 
investments 
according to the 
taxonomy

April 2021 
Application date for 
the Luxembourg 
reduced subscription 
tax rate for 
sustainable 
investments

FMP must 
publish their 
pre-
contractual 
disclosures and 
website 
statements at 
product and 
entity level

1 January 2022 
Application date of SFDR level 2

FMP must publish their 
pre-contractual disclosures 
and periodic reports, 
incorporating EU 
Taxonomy

1 January 2022
Application date of Taxonomy 
Delegated act 1

30 December 2022
Application date for PAI 
disclosure at product level

FMP must include PAI 
information in pre-contractual 
disclosures

FMP should collect investor’s 
ESG preference (suitability test)

FMP must publish 
their PAI statement 
at entity level 
including the 
mandatory KPIs

30 June 2023
Application date for 
PAI statement at 
entity level

Taxonomy related
SFDR

Legend:

10 March 2021
Go-live EMT 
v3.1

Sustainable-related regulations require FMP to take a number of actions in the coming years

21st April-2021
Adoption of DA 1

June 2021
Specifying 
disclosures 
obligations for 
companies

31 December 2021
Technical screening criteria for other 
environmental objectives

FMP must disclose in 
relation to cc mitigation & 
adaptation in periodic 
reports, pre-contractual 
disclosures and websites

FMP must disclose in relation 
to all environmental objectives 
in periodic reports, pre-
contractual disclosures and 
websites

1 January 2023
Application date of Taxonomy 
Delegated act 2
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In what year did your organization start working on the SFDR implementation?

According to a 2021 Deloitte survey, most of FMP started working on the SFDR implementation in 2020 
which also fostered the review of their sustainable investing strategy
Start of SFDR implementation

Retrospective

Looking back, do you consider that your organization has started to implement the SFDR:

6%

56%
13%

13%

6%
6%

Too late, because we waited for the publication of the ESAs final report

Too early, because we over-estimated the required efforts to comply with the SFDR

Too late, because we under-estimated the required efforts to comply with the SFDR

At the right time

Too late, because at first, we were not aware that we would fall under the scope of the SFDR

Other

24%

63%

13%

2019 2020 2021

SFDR is a key driver for a new or renewed sustainable investment 

strategy, 63% of surveyed companies declared the 
objective to review their sustainability strategy

Investment strategies

Survey participants

50

DPM

UCITS

75

Advisory

AIFs

6
38

38

Other

Source: Deloitte Survey “Implementing the SFDR: Your views, approaches and perceived challenges”; Deloitte Performance Magazine, May 2021. 

Total: 14 participants
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PAI were partially adopted in March 2020 as FMP were preparing their framework and waiting for the 
final adoption of the RTS

Sustainability risk disclosure good practices

Define key terms (e.g., “Sustainability risks”) in accordance with the SFDR’s definition

Describe the governance structure in place that continuously monitor the 
sustainability risk policy’s execution, by identifying responsible stakeholders and their roles, 
disclosing information about the lines of defence

Define and provide examples of sustainability risks types (e.g. physical, 
transitional and reputational) that could affect investors

Explain the sustainability risks identification and prioritization process 
considering the existing types of sustainability risks, the products’ management style and 
their investment strategy and sectors

Disclose how sustainability risks are monitored (e.g. exclusion lists, 
controversies screening, and respecting international norms)

Provide information about limitations of sustainability risk assessment 
in terms of subjectivity regarding the expected likelihood and impact

PAI policies good practices

Specify in which stage(s) of the investment process 
PAI are considered

Define and list the mix of quantitative and qualitative 
measures use to assess PAI while waiting for the final list provided 
by the RTS

56,0%
44,0%

Opt-in

Opt-out

Have you opted to consider Principal Adverse Impacts at entity level (Article 4) for 
March 2021?

54% of respondents have more than 80% of their financial product 
considering sustainability risks because they are deemed relevant
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The SFDR requires financial market participants to classify their products into one of three 
defined categories…

SFDR creates two categories of sustainable products which were adopted by ~25% of the market

Luxembourg-domiciled funds’ classification

78%

18% 4%

Article 8Article 6 Article 9

SFDR 
product 

categories

Incorporation of ESG limited to consideration of sustainability 
risks, if at all

Promotion of 
environmental 
and/or social 

characteristics

Sustainable 
investment 
objective

Art. 9

Art. 8

Art. 6

Consideration 
of sustainability 

risks

Consideration 
of sustainability 

risks

Neutral 
product

Light 
Green 

Product

Dark 
Green 

Product

“Do no 
significant 

harm” across 
entire 

portfolio

“Do no 
significant 

harm” 
optional

25% of European 
fund assets

…according to their level of ambition regarding ESG 

ESG as binding aspect of 
investment process

ESG as discretionary aspect of 
investment process

Sustainability 
focus

Financial 
focus

Art. 6

Art. 8

Art. 9

Source: Morningstar preliminary assessment.

The Belgian Financial Supervisory Market Authority (FSMA) assessed SFDR’s implementation in its local fund 
industry reporting that 68% funds remain categorized under Article 6 while those compliant with the 

regulation’s Article 8 and 9 formed 25% and 3% 
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The SFDR and EU Taxonomy impose new requirements in pre-contractual documents for articles 8 and 9 
products

1. Information on whether the 
product considers sustainable 
investments

2. E or S characteristics promoted 
by the financial product

3. No sustainable investment 
objective 

4. Investment strategy

5. Asset allocation & derivatives

6. Sustainability indicators;

7. PAI considerations and alignment 
with inter-national standards

8. Website reference

9. Reference benchmark/index

In addition to SFDR requirements, if a financial product 
includes sustainable investments, explain to which objectives 
do the sustainable investments contribute to and how do 
they not cause significant harm:

• pie chart of the minimum taxonomy alignment of 
investments

• where the financial product invests in economic activities 
that are not environmentally sustainable economic 
activities, a clear explanation of the reasons for doing

• description of the investments underlying the financial 
product that are in environmentally sustainable economic 
activities (precision if the taxonomy alignment is 
measured by turnover or CAPEX or OPEX, breakdown of 
investments between enabling and transitional activities, 
details on how the data is gathered )

• description of how the sustainable investments contribute 
to a sustainable investment objective and DNSH any of the 
sustainable investment objectives1. Sustainable investment objective 

of the financial product

2. No significant harm to the 
sustainable investment objective

3. Objective of a reduction in 
carbon emissions

SFDR Taxonomy

Pre-
contractual 
document

Art. 8

Art. 9

Template from draft Taxonomy RTS
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The SFDR and EU Taxonomy impose new requirements in annual reports for articles 8 and 9 products

SFDR Taxonomy

Periodic 
reports

Art. 8

Art. 9

1. Extent to which E/S 
characteristics promoted are met

2. Top investments

3. Proportion of sustainability-
related investments

4. Actions taken to meet the 
environmental and/or social 
characteristics during the 
reference period

5. Performance compared to the 
designated reference benchmark

In addition to SFDR requirements, for financial products that 
include a commitment to make sustainable investments:

• an explanation of how the sustainable investments have 
contributed to a sustainable investment objective and not 
harmed significantly

• a breakdown of the proportion of each of the 
environmental objectives

• description of the sustainable investments in 
environmentally sustainable economic activities 
including: 

• pie chart of the taxonomy alignment of the 
investments

• breakdown of the proportions of investments 
during the reference period in the enabling and 
transitional activities

• historical comparison of the taxonomy 
alignment of the investments of the reference 
period with previous reference periods

• If the financial product invested in economic activities 
that are not environmentally sustainable economic 
activities during the reference period, a clear explanation 
of the reasons for doing so

Same as above with 2 additional 
elements:

1. Extent to what sustainable 
investment objective is met

2. Alignment of carbon emission 
reduction objective with Paris 
Agreement 

Template from draft Taxonomy RTS



Sustainable investing market trends
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In the UCITS market, the number of ESG funds have been growing steadily with equity, multi-assets and 
bond products being the most attractive

1

17.7%

20192016 2017 2018

8.6%

2020

8.8%

13.6%

8.1%
9.5%

18.7%

7.4%

18.0%

4.4%

Yearly change in the number of ESG vs. Non-ESG 
funds, %

UCITS market shows an increasing number of ESG funds 
launched every year compared to non-ESG funds

Equity products are the most attractive followed by multi-
assets and bonds

Impact funds are more niche products and mostly focus 
on environmental aspects and community development

ESG +20% CAGR Non-ESG -16% CAGR

Estimated number of ESG-Committed funds by asset 
class, % 

20172016 2018

10%

2019

38%

7%

15%
9%

21%

2020

+40%

General Environment +33%

Water-Focused +57% Gender and Diversity +41%

Renewable Energy +46%

Low-Carbon - Fossil-Fuel Free +34%

Community Development +61%

Estimated growth of impact funds by specific issue area, 
%

Environmental 
impact funds

Social impact 
funds

Source: Preqin Impact Report, 2020; EFAMA Market Insights 2021; Deloitte analysis.

20192016 20182017

56%

15%
14%
14%

2020

Bond +17%
Equity +20% Other -2%MMF +8%

Multi-Assets +19%



Public© 2021, Deloitte Tax & Consulting, SARL 13

Likewise, the alternative market is strongly welcoming ESG products with all asset classes under 
significant growth

1
ESG funds are proving more successful in attracting capital 
across the years compared to non-ESG funds (+11% CAGR)

Private equity and infrastructure are the two asset classes 
representing 65% of the ESG private market

Across ESG-committed funds, impact vehicles are a small 
proportion mostly present in private equity

Source: Preqin Impact Report, 2020; EFAMA Market Insights 2021; Deloitte analysis.

Aggregate capital raised by ESG vs. Non-ESG funds, 
€bn

2017 2018

37%

63%

38%

2016

42%40%

62%60% 58%

2019

43%

57%

Oct. 2020

918

607

1.031 1.048 1.117
+7%

ESG
Non-ESG

+11% CAGR*
+4% CAGR*

* Not including 2020 data

2016

13%

2017

15%

2018 2019

50%

15% 6%

2020

+18%

Infrastructure +19%

Private Equity +15%

Real Estate +6%

Private Debt +41%

Venture Capital +57%

Estimated ESG-Committed private capital by asset 
class, %

0
50

100
150
200
250
300

Private 
Equity

Private 
Debt

Infrastructure Real 
Estate

Venture 
Capital

Non-ImpactImpact

Estimated proportion of impact funds within ESG-
Committed funds, €bn
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ESG has become one of the banking sector’s top priorities worldwide

1

Drivers of ESG integration in German capital markets Barriers to ESG integration in German capital markets Wealth management industry in Asia

Financial institutions leading the way in promoting 
ESG-driven investment

42%

22%

20%

16%

Global brand private banks

Boutique international private banks

Local/regional private banks

IAMs/EAMs/Multi-family offices

The Evolution of ESG and Sustainable Investing in the Asian Wealth 
Management Community -Asian Wealth Management and Asian Private 
Banking (hubbis.com)

39% 36% 31% 30% 25%
38% 33% 32% 30%

23%

0%

20%

40%

60%

80%

100%

1 2 3 4 5
Equity investment Fixed-income investment

1 Lack of comparable and historical data Lack of comparable and historical data

2 Limited understanding of ESG issues 
and ESG integration

Limited understanding of ESG issues and 
ESG integration

3 Lack of company culture Lack of company culture

4 Too much nonmaterial information Too much nonmaterial information

5 No evidence of investment benefits Limited amount of ESG research

59% 59%

20% 16% 13%

53% 50%

28%
22%

8%

0%

20%

40%

60%

80%

100%

1 2 3 4 5
Equity investment Fixed-income investment

1 Risk management Risk management

2 Client demand Client demand

3 Regulation Fiduciary responsibility

4 Fiduciary responsibility Regulation

5 Generate alpha Incentives

ESG Integration in Europe, the Middle East, and Africa: Markets, Practices, and Data – CFA Institute

We selected two examples: the case of ESG integration in Europe with Germany, and the weight of fiduciary duty considerations, along with barriers to 
proper ESG integration existing before SFDR; We also looked at the major financial institutions currently leading the way in Asia, and global brand private 
banks helping to expend ESG adoption worldwide.Europe Asia

https://hubbis.com/article/the-evolution-of-esg-and-sustainable-investing-in-the-asian-wealth-management-community
https://www.unpri.org/download?ac=6036


Challenges faced by financial 
market participants (FMP)
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92
77 77

31
23

15
0 0 0

ESG data 
availability

ESG data
quality

Pressure to
Implement

the final RTS,
once published,

In time for 1
January 2022

Risk of
Non-compliance

with the SFDR 
because of

misinterpretation or lack 
of detail of the text 

despite our best effort  

In 2021, Deloitte produced a survey that highlighted a number of concerns with regards to SFDR 
adoption…

Lack of internal
resources to

meet ongoing
periodic 
reporting

requirements

Smooth 
alignment in

the simultaneous
Implementation 

of SFDR and
EU Taxonomy

Loss of clients
because our 
products are

mostly classified 
under art. 6, not
matching client

demand   

Loss of clients because 
our products are mostly 

classified under art. 8 
and 9, not matching 

client demand

Insufficient
IT resources to

address website
requirements 

Identified concerns
Which of the below are your top three concerns regarding SFDR adoption for January 2022? (% of answers) 

Source: Deloitte Survey “Implementing the SFDR: Your views, approaches and perceived challenges”.



…which turned in key challenges that FMPs are currently facing

Implementation of 
SFDR under a tight 
regulatory timeline

Product classification 
and investors 
expectations

Reporting and 
disclosure

ESG data availability 
and quality

Sustainability risks 
identification and 

mitigation

• Most financial market 
participants and 
advisors started 
working on SFDR in 
2020

• Problems arisen from 
underestimation of the 
required efforts 

• For multinational 
entities, management 
at group level with 
complexities on 
product classification 
for non-EU entities

• No common ground 
regarding principal 
adverse sustainability 
impacts, and need for 
more time to formalize 
the related framework

• First approach of 
product classification 
required a complete 
assessment of available 
products and portfolios

• Clients following 
international standards 
to market sustainable 
funds may not be 
compliant with SFDR 
classification 
requirements, 
especially regarding 
dark green (article 9) 
products

• Most products are 
classified as article 6 
(integrating 
sustainability risks) 
when unsure

• Importance of the 
Shareholder Rights 
Directive and 
engagement policies in 
PASIs statement*

• Complete update of 
responsible investments 
policies originally based 
on voluntary standards 
and codes of conduct

• Complexity of timeline 
and overlap between 
SFDR RTS and 
Taxonomy delegated 
act (level 2)

• Nature of the PASIs 
statements before June 
2022, clarified by the 
ESAs

• Issues on data 
availability, quality and 
comparability 

• Diverging 
methodologies from 
third-party providers

• Lack of standardization 
compounded by 
proprietary 
methodologies 

• Lack of transparency on 
data acquisition, 
materiality, aggregation 
and metrics 

• On data collection 
methodologies, 
hesitations between 
ESG data vendors and 
internal ESG research 
teams

• Complexity around ESG 
risk definition and 
(physical, transition) 
and quantification

• Assessment of risk 
materiality

• Integration into 
operational, market 
and liquidity risks

• Updates on 
sustainability risk
scoring and risk 
appetite

• Staff upskilling and 
training required

• CSSF Guidance On the 
Management of 
Climate-related and 
Environmental Risks 
(Circular 21/773)

* Article 3g of Directive 2007/36/EC



ESG opportunities and adapting market practices

C-suite essential focus

• Will for exemplary
leadership with proper 
governance

• Endorsement of 
strategic ESG 
positioning and 
operational agenda

• Looking forward: 
considering long-term 
benefits over the short-
term 

• Evolution of 
employment: banks are 
looking for experienced 
professionals for Head 
of ESG positions

Leadership & 
stakeholders' 
engagement

• Set of a clear ambitions 
for 2022 and onwards 
defining a climate 
change transition plans

• Development of green 
and social offering and 
lending

• Integration of active 
ownership in all 
investment processes

• Responsible investing 
and solutions provider

• UN PRI signatories
• Publishing on 

sustainability trends 
(magazine, eBooks…)

• SRI ratio for clients' 
portfolios

• Sustainability reporting 
using GRI standard

• Incorporation of ESG 
risks into pricing, 
budgeting, financial 
reporting etc. 

Culture and employees

• Staff training and 
upskilling

• ESG culture (gender 
equality, diversity 
inclusion, green labels 
and certifications..)

• Impacts and materiality 
of climate related risks 

• Integrity of business 
control frameworks to 
support compliance

• Internal ESG research 
teams for mandatory 
KPIs

Compliance, risk 
management and controls

• Prudent risk 
management

• Impacts and materiality 
of climate-related risks

• Sustainability reporting 
using GRI standard

• Internal ESG research 
teams for mandatory 
KPIs

• Training employees in 
EU regulations

• SRI ratio for clients' 
portfolios

• Regular disclosure in 
line with TCFD
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Questions & Answers
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