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Public

Overview
1. Strategy for positive change: our ESG priorities
• Target outcomes and core principles
• Key themes and actions
2. The Government’s Roadmap to Sustainable Investing
• Potential tiered structure
• Possible approach to labelling/product classification
3. Next steps
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Public

•

Societal expectations on ESG are shifting and new instruments, products and
services are coming to market

•

The financial sector can be a force for good – but it needs a supportive regulatory
foundation and adequate guard-rails

•

The market needs:
•

high quality information

•

a well-functioning ecosystem

•

clear standards

•

And consumers need to be able to rely on firms to deliver on their ESG promises

•

We have delivered on our initial 2019 priorities and have refreshed our
strategy
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Outcomes, themes and actions
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Roadmap to Sustainable Investing
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Public

Potential tiered structure
Discussion Paper DP21/4 – published 3 November
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Possible approach to labelling/product classification
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Next steps
Progress near-term committed actions,
including

•

Finalising TCFD-aligned
disclosure rules

•

Stakeholder engagement on
SDR/labels and policy proposals

•

Transition Plans Taskforce

•

Feedback Statement ESG and
capital markets

•

Continued collaboration with
IOSCO/ISSB
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Today’s agenda

1 SFDR / TR update
2 FCA rules on climate-related financial disclosures for asset managers

3 FCA Guiding Principles on ESG fund design, delivery and disclosure
4 Sustainability Disclosure Requirements (SDR)
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Sustainable Finance Disclosure Regulation (SFDR)

SFDR

Sets out requirements for disclosure of
sustainability risks and principal adverse
impacts of investment decisions on
sustainability factors
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RTS

High level,
principled-based
approach

In February 2021, the European Supervisory
Most provisions of the SFDR came into
Authorities (ESAs) published its Final report
effect on 10 March 2021.
setting out regulatory technical standards
The application date of the Level 2 RTS was
(RTS) under the SFDR, followed by further
deferred, firstly until 01 January 2022 and
Final Report in October 2021 on RTS
then until 01 July 2022.
regarding Taxonomy-related disclosures
under SFDR.

SFDR Articles 8 and 9 varying “Shades of Green”

Light Green

Dark Green

Article 9 products that have
an environmental objective
or those that only have
sustainable investment as
their objective
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Article 8 products that have an
environmental objective and
make sustainable investments

Article 8 products that only
make sustainable investments

Article 8 products that only
promote environmental or
social characteristics

TCFD-aligned disclosures for asset managers
Firms will be required to publish an annual TCFD entity report, containing the following:

Entity-level
disclosures

•

Consistent disclosures;

•

Explanation of the firm’s approach where it is materially different to the entity approach;

•

How strategy has influenced decision-making, and the process by which it delegates functions offered by third parties;

•

Climate-related scenario analysis;

•

Any targets the firm has set to manage climate-related risks and opportunities.

The product/portfolio disclosures would be required to contain the following:

Comparable
product and
portfolio
disclosures
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•

a consistent baseline;

•

KPIs used to measure progress against climate-related targets;

•

Disclosures in respect of governance, strategy and risk management where these differ at product/portfolio level from
those made at entity level.

FCA guiding principles on ESG funds
When were the
guiding principles
published?
On 19 July 2021, the FCA published its
guiding principles on design, delivery and
disclosure of ESG and sustainable
investment funds, appearing in a Dear
Chair Letter.

Why have they been
introduced?

Help consumers to understand the basis on which
sustainability claims are being made, increase
transparency, and reduce the risk of consumers
buying products that do not meet their needs.

Who do they apply
to?

FCA authorised funds that pursues a
responsible or sustainable investment
strategy and claims to pursue sustainability
characteristics, themes or outcomes.

.
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Overarching guiding principle

Consistency
ESG/sustainability goal should be reflected
consistently in the fund’s design, delivery, and
disclosure. This captures the fund’s name, stated
objectives, documented investment policy and
strategy, and it’s holdings.

Principle 3

Principle 1
Principle 2
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Supporting principles
Principle 2: the delivery of ESG investment funds and
ongoing monitoring of holdings.
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-

Appropriate resources to pursue the stated ESG objectives.

-

Implementation and investments should be consistent with
ESG/sustainability objectives on an ongoing basis.

-

Monitoring of the research, data and analytical tools used in its
investment process.

Principle 1: the design of responsible or
sustainable investment funds and disclosure
of key design elements in fund
documentation.
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Principle 1

-

References to ESG must not be misleading.

-

Investment strategy of funds that pursue ESG/sustainability
characteristics should include key elements of the strategy.

-

AFMs are expected to have an effective stewardship approach.
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Principle 2

Principle 3: pre-contractual and
ongoing periodic disclosures of
ESG investment funds should be
easily available to consumers and
contain information that helps
them make investment decisions.
- ESG information should be easily available
and use clear language.

Principle 3

- Periodic disclosures should include
evaluation against stated ESG/sustainability
characteristics, themes, or outcomes.
- Key performance indicators.
- Reporting should include examples of
actions taken to support the aims of the fund.

Sustainability Disclosure Requirements (SDR)

What is SDR?
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How does it
work?

In October, the Government
published its Roadmap to
Sustainable Investing, setting
out plans for new SDR.

The SDR will cover three
types of disclosure:

The SDR aim to introduce an
integrated framework for
decision-useful disclosures on
sustainability across the
economy.

(2) asset manager and asset
owner disclosure

(1) corporate disclosure

(3) investment product
disclosure.

Timeline

The SDR will be introduced
via a phased approach over
the next 3+ years, with new
sustainability disclosures
likely to become applicable
to asset managers in 2-3
years.

Entity-level labels
In order to use a ‘Sustainable or
‘Responsible’ product label, the entity must
meet certain entry-level criteria on ESG
integration.

Disclosures
The FCA will introduce two layers of
disclosure, which will support the
sustainable product labels:
•

Consumer-facing product-level
disclosures to provide standardised
information on the product’s key
sustainability attributes for
consumers.

•

Detailed disclosures to be made at
entity-level and product-level,
providing more granular information
for institutional investors.

Product-level labels

FCA Discussion
Paper 21/4 on
Sustainability
Disclosure
Requirements
(SDR) and
investment
labels

Sustainable – Products that pursue
specific sustainability characteristics
alongside delivering a financial return.
Three types of product:
1.
2.
3.

Impact
Aligned
Transitioning

Responsible – Products that consider the
impact of material sustainability factors on
financial risk and return.
Not promoted as sustainable – Products
that do not integrate sustainability risks
into investment decisions and have no
specific sustainability goals.

23

Law around the world
nortonrosefulbright.com

Norton Rose Fulbright US LLP, Norton Rose Fulbright LLP, Norton Rose Fulbright Australia, Norton Rose Fulbright Canada LLP and Norton Rose Fulbright South Africa Inc are separate legal entities
and all of them are members of Norton Rose Fulbright Verein, a Swiss verein. Norton Rose Fulbright Verein helps coordinate the activities of the members but does not itself provide legal services
to clients.
References to ‘Norton Rose Fulbright’, ‘the law firm’ and ‘legal practice’ are to one or more of the Norton Rose Fulbright members or to one of their respective affiliates (together ‘Norton Rose
Fulbright entity/entities’). No individual who is a member, partner, shareholder, director, employee or consultant of, in or to any Norton Rose Fulbright entity (whether or not such individual is
described as a ‘partner’) accepts or assumes responsibility, or has any liability, to any person in respect of this communication. Any reference to a partner or director is to a member, employee or
consultant with equivalent standing and qualifications of the relevant Norton Rose Fulbright entity.
The purpose of this communication is to provide general information of a legal nature. It does not contain a full analysis of the law nor does it constitute an opinion of any Norton Rose Fulbright
entity on the points of law discussed. You must take specific legal advice on any particular matter which concerns you. If you require any advice or further information, please speak to your usual
contact at Norton Rose Fulbright.
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THE LANDSCAPE
Organisations that represent £130trn of capital, all making
commitments to hitting net zero but 2050.

Calling on individuals, organisations, the government and
industry to take the necessary action to make pensions
work for the future of our society and planet.
Working with government, regulators and consumers to
establish a framework that allows consumers to review the
sustainability of their investments in an objective and
comparable way.
Bringing Investing to Life – business partnerships that give
consumers transparency of where there money is invested
and giving them a voice on issues that matter to them.

This activity is set against a backdrop of increased scrutiny from government and regulators around the world on globe
on sustainable financial products.

LEGISLATION & REGULATION

EU Sustainable Finance Disclosure – Requires
funds to be classified as either Article 8 or 9.
FCA – It is expected that in the UK, the FCA will
introduce new sustainability labelling
requirements in 2022, with climate disclosures
also likely.
Pension Scheme Act 2021 – Climate Change
Governance and Reporting.

DATA ON FUND FLOWS & MARKETSHARE
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• September 2021 data confirmed total fund
inflows in the UK were £2.3bn, with £1.6bn of
this in responsible or sustainable funds.
• Responsible investment funds under
management stood at £85bn at end
September 2021, of a total of the £1.5trn funds
under management. This is only a 5.5% share,
which has grown from 3.9% at the end of
September 2020.
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• At end of July 2021, Morningstar data
confirmed that sustainable funds were in
inflow, while non sustainable funds were in
outflow.
• Data shows that this is both new money being
allocated to sustainable funds, alongside
reallocation from non sustainable funds.
• However, the data also showed that in Q2 the
level of inflows into sustainable funds had
slowed slightly from Q1.

Source 1 - Investment Association Fund Reporting figures Sep 21 https://www.theia.org/sites/default/files/fund-statistics/stats-0921-12.pdf
Source 2 – Morningtar Fund flow trends 2021 https://www.morningstar.co.uk/uk/news/214056/fund-flow-trends-in-2021.aspx

CUSTOMERS WANT SUSTAINABLE PRODUCTS AND SERVICES

52%

Describe the need to introduce new sustainable finance products to the
market as urgent.

53%

Said they would use sustainable finance products if they were more
accessible.

60+

Age group cares more about all areas of sustainability than any other
age group.

Source PA Consulting

http://www2.paconsulting.com/rs/526-HZE-833/images/FinancialServicesCanChangeTheWorld.pdf

CUSTOMERS WANT TO UNDERSTAND

58%

Don’t think financial institutions do enough to educate existing
customers on sustainable finance products.

41%

Are under the impression sustainable finance products are less effective
than non sustainable products.

48%

Don’t know how financial products can help them live more sustainably.

Source PA Consulting

http://www2.paconsulting.com/rs/526-HZE-833/images/FinancialServicesCanChangeTheWorld.pdf

CUSTOMERS WANT AUTHENTICITY

17%

Think financial institutions do well at contributing positively to the
environment, social causes and conducting themselves responsibly.

63%

Think financial institutions could build more loyalty by offering more
sustainable options.

60%

Think financial institutions could increase brand value by offering more
sustainable options.

Source PA Consulting

http://www2.paconsulting.com/rs/526-HZE-833/images/FinancialServicesCanChangeTheWorld.pdf

INVESTING WITH PURPOSE - FOR EVERYONE
Access

Support

Choice

Remove barriers – make it easy
for people to access sustainable
funds.

Information – intuitive,
educational content on
products and services.

Sustainable v’s ‘Traditional’ – Are
sustainable products positioned as
an alternative?

Access must be based on being
inclusive, with a focus on
removing jargon.

Compliment technology with
human capital.

Themes – How can customers filter
in line with their own values.

Customer Experience – The bar
is high in terms of user
experience.

Transparency – everyone
should be able to easily find out
what their money is funding.

Financial Return & Risk – Clarity on
the correlation between these
factors and sustainability.

Panel discussion

Industry perspective

Panel discussion

ESG in the DC market

Shaid Moughal,
Head of CASS,
Standard Life
Aberdeen
Caroline Escott,
Trustee Director,
Standard Life
Master Trust

Christian
Thrussell, Head
of CASS & Risk,
Walker Crips
Veronica Humble,
Head of DC
Investment Strategy,
Legal & General
Investment
Management

James Wharton,
Head of Custody
Operations,
Winterflood
Securities
Tim Orton, Managing
Director, Investment
Solutions, Aegon

www.tisa.uk.com
Tisa UK

