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EFAMA'’s Position Paper on SFDR 2

EFAMA welcomes the Commission’s proposal to revise the Sustainable Finance Disclosure Regulation
(SFDR) and considers it an important step in reinforcing the EU sustainable finance framework. SFDR
remains a central pillar of the EU’s sustainable finance architecture. We commend the Commission for
proposing a framework that enhances clarity for retail investors while building on approaches already
operational in the market. Below, we outline the key elements where we see alignment with our industry’s
views.

I. Areas of alignment

Product categories: We support the introduction of a categorisation regime that enhances clarity for
retail investors, while remaining sufficiently flexible to reflect the wide range of ESG strategies currently
used in the market. Categories should be anchored in a clear set of criteria, allowing different
approaches, objectives and indicators to qualify for a given category. This flexibility is essential to
preserve freedom in portfolio construction and to accommodate diverse investment strategies, while
still ensuring that the categories remain understandable and meaningful to investors.

Simplified and focused product-level disclosures: We welcome the simplification of the disclosure
framework, in particular:
o the move to a single, shorter template,
o simplification of website disclosures,
e the discontinuation of most of the entity-level disclosures including mandatory entity-level (PAI)
reporting and
e the removal of the translation requirement for website disclosures.

Experience under the current regime shows that demand for entity-level information has been very
limited, while investors continue to prioritise product-level disclosures when making investment
decisions. In this context, we support the Commission’s proposal to focus SFDR on product-based
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disclosures and reporting, which also acknowledges the persistent challenges in achieving meaningful
comparability across financial market participants.

This is essential for retail investors, as disclosures are most effective when they are clear, comparable
and directly relevant to investment choices.

Targeted and material product-level PAIl disclosures: We also welcome the Commission’s approach
to product-level principal adverse impact (PAl) disclosures. Disclosures should focus on what is material
and relevant to the specific product and its investment strategy. This is consistent with recent ESMA
guidance on greenwashing, which emphasises that sustainability-related disclosures should be clear,
relevant and not misleading, and limited to information that is meaningful for understanding the product.

In this context, we also welcome that a future list of PAl indicators should be made voluntary and their
use should not be enforced by regulation.

Alignment across the investment chain: EFAMA supports tailoring SFDR more to the needs of retail
investors. Alignment of the SFDR product categories and the MiFID/IDD sustainability preferences is
therefore essential. The framework should operate as a single, coherent system across product
manufacturing and distribution.

In parallel, we welcome the alignment of naming and marketing rules with product categories and support
the proposal that, where a financial product makes sustainability-related claims in its name, it should fall
within one of the SFDR product categories, ensuring consistency between product naming and the
relevant category.

We also support the Commission’s call for the framework to be consumer-tested once co-legislators
find an agreement, particularly in relation to how product distributors identify the products that match
investors' sustainability preferences based on the categories, and ensure that investor-facing information
can be easily understood.

Il. Areas requiring further clarification or adjustments

To ensure that the revised framework delivers stable and meaningful outcomes for investors while providing
legal certainty to market participants, EFAMA highlights the following elements as particularly important in
the ongoing legislative process.

1. Proper sequencing and a predictable transition to SFDR 2.0
Experience under the current SFDR regime showed that misaligned timelines and late finalisation of key
rules led to repeated updates to fund documentation. As a result, end investors were confronted with ever-

changing disclosures over short periods, undermining clarity and comparability.

To prevent a repetition of this outcome, SFDR 2.0 must be implemented in a structured and coordinated
manner. The following elements are therefore critical:
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e Level 1 and Level 2 should apply at the same time. SFDR Level 1 and the Delegated Acts (Level
2) must enter into application simultaneously. In parallel, MiFID/IDD sustainability preference rules
should be aligned in timing and substance to ensure early legal certainty and a stable framework
across the investment chain.

o Early preparation of Level 2 measures (SFDR DAs and MiFID/IDD DAs). Preparatory drafting
and stakeholder consultations should begin as soon as a sufficiently stable political direction
emerges from the Council and the European Parliament, ensuring near-final Level 2 measures are
available well ahead of the application. Early availability of the Level 2 rules is essential, as product
disclosures cannot be finalised without clarity on the underlying templates and technical
requirements.

e Maintain a realistic implementation period. The 18-month implementation period should remain
intact and reflect the actual time required for prospectus updates, governance processes (including
AGMs where relevant), supervisory approvals, operational redesign and client communications.

An optional additional phasing-in period should be granted for complex structures such as fund-of-
funds and multi-manager or third party-managed products. These products are structurally
dependent on the timely categorisation and updated disclosures of their underlying funds, over which
they have limited control. The shift from a disclosure-based regime to a categorisation framework
requires coordination across multiple product layers and managers. Without an extended timeline,
there is a risk that such products would not be given sufficient time to transition in an orderly and
compliant manner.

o Periodic reporting requirements should not apply until a year after pre-contractual disclosures
have been made. Periodic reports are meant to provide information on how a financial product has
performed against commitments made in pre-contractual documents.

e Clarify interaction with ESMA Fund Naming Guidelines. SFDR 2.0 should replace the ESMA
Fund Naming Guidelines at application, ensuring that sustainability-related naming and marketing
rules are governed by a single legislative framework. ESMA and EC should communicate this to the
market in a transparent and timely manner to facilitate preparatory work for implementation.

e Allow sufficient time for consumer testing before finalising implementing measures, particularly
in relation to how product distributors communicate on distinguishing features of sustainable
products and ensure that product-related investor-facing information can be easily understood.

e Consistency across the sustainable finance regulatory framework. In the medium to long term,
the sustainable finance framework should be coherent across EU legislation, with consistent and
aligned disclosures and criteria applied throughout the architecture, including related instruments
such as the Benchmark Regulation (BMR). Such alignment would help ensure a level playing field
across products, including in situations where equivalence provisions apply, and avoid the
emergence of differing criteria within the same product category.

2. Immediate application of simplified measures in the interim period.

e The proposed deletion of entity-level reporting requirements under Articles 4 and 5, notably annual
PAI reporting, and the removal of portfolio management and investment advice from SFDR are
important simplification measures. These obligations have generated significant operational costs
without delivering investor benefits.
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e To ensure effective burden reduction, discontinued requirements should cease to apply upon
entry into force of SFDR 2.0 and should not remain subject to the 18-month implementation period
applicable to new obligations. Maintaining reporting duties that are explicitly being removed would
create an unnecessary burden without enhancing investor protection.

e During the interim period, supervisory expectations should reflect this policy direction and ensure
that provisions being removed are not prioritised during the interim period. Whilst we understand
that it is too late to introduce any ‘stop the clock’ mechanism in relation to annual PAI statements
due by 30 June 2026, clarity should be provided sooner rather than later in relation to PAl statements
due by 30 June 2027. This is particularly important if negotiations extend beyond the end of this
year.

e Given the expected volume of prospectus updates and reclassifications, national competent
authorities should also consider streamlined or fast-track approval procedures to facilitate an
orderly transition.

3. Opt-out possibility for products offered exclusively to professional investors

SFDR’s standardised categorisation and minimum safeguards are primarily designed to enhance
comparability and protection for retail investors. Professional investors (such as insurance companies,
pension funds and large corporates), by contrast, typically invest through tailored investment solutions
that reflect their specific objectives, preferences and regulatory requirements.

This also applies to sustainability, where professional investors often have very specific views on which
criteria are relevant and require detailed, customised information. Standardised ESG disclosures provide
little or no added value, while creating unnecessary costs and operational burdens for product providers
and, ultimately, for investors themselves. Products marketed exclusively to professional investors
should therefore be allowed greater flexibility to reflect their investors’ preferences in design and
disclosures, and be able to opt out of the standardised product classification under SFDR. With this, the
SFDR framework remains focused on the needs and expectations of retail investors.

4. Treatment of Portfolio Management under SFDR: removal from scope with retail safeguards

EFAMA supports removing of portfolio management from the scope of SFDR. These services are
already subject to MiFID sustainability preference requirements, and their inclusion in SFDR would continue
to create duplication of disclosures and inconsistencies in strategy categorisation. This is particularly the
case for tailored portfolio management, where the bespoke nature of mandates and sub-advisory
arrangements means that SFDR product categorisation and the associated disclosures add limited value.

However, one must account for standardised portfolio management solutions/model portfolio services with
sustainability features. These services are being offered in the market as alternatives to fund investments,
primarily for retail clients. They are characterised by pre-defined strategies determined by the provider
rather than the client. These solutions are analogous to collective investment vehicles, so they should be
treated in a manner that ensures comparability with SFDR-categorised products. This will also ensure a
consistent application of sustainability preferences at the point of sale and a level playing field
between fund-based and mandate-based retail offerings. Without appropriate safeguards, exclusion
from the SFDR’s scope could lead to legal uncertainty regarding the criteria for marketing such services as
sustainable.
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In order to ensure the operability of the revised framework, the refined scope must be accompanied by
corresponding adjustments to the MIFID Il implementing measures. The logic of the new SFDR product
categorisation system should be appropriately reflected in MiFID sustainability preference rules so that
services and instruments falling outside the revised SFDR can also be used to meet clients’ sustainability
preferences.

EFAMA will provide further technical proposals for operationalising this objective in a dedicated follow-up
paper.

5. Minimum exclusions: keep the framework coherent, credible and investable

EFAMA supports the introduction of minimum exclusions to enhance credibility and comparability across
SFDR product categories. However, exclusions should align with each category’s objective, workable
across asset classes and geographies, and consistent with existing EU frameworks, including the
Benchmark Regulation (BMR) and ESMA Fund Naming Guidelines.

EFAMA therefore recommends alignment of SFDR minimum exclusions with the CTB and PAB exclusions
under the BMR, namely:

e CTB exclusions (Article 12(1)(a) to (c)) for the Transition and ESG Basics categories;
e PAB exclusions (Article 12(1) for the Sustainable category.

Introducing exclusions beyond these established baselines would create unnecessary operational
complexity, generate duplicative compliance costs, and undermine regulatory coherence.

Specific challenges with the transition category

The objective of the Transition category is to channel capital towards companies on a credible
decarbonisation pathway, including those operating in carbon-intensive sectors and those enabling the
transition. To fulfil this objective, exclusions must remain proportionate and aligned with the category’s
name and stated purpose. Otherwise, they risk creating confusion for end investors and limiting their
ability to support the transition of companies in the most carbon-intensive sectors. Investors expect
transition products to reflect the reality of economy-wide corporate transformation, including
engagement with sectors that must decarbonise.

Systematically excluding sectors such as oil and gas would be counterintuitive to the category’s
objective. These sectors are among the most carbon-intensive and therefore central to achieving
economy-wide decarbonisation. Removing them from the investable universe would not accelerate
transition but would instead reduce investors’ capacity to allocate capital to credible transition leaders and
to exercise shareholder engagement as a tool for accountability and change. We refer to the technical
section for supporting data.

The framework should also clearly accommodate investments in transition-enabling activities
(including energy infrastructure, district heating networks, battery storage, hydrogen and related assets),
even where such activities are not themselves on a transition pathway at the issuer level. Explicit
recognition is necessary to ensure that transition-focused products can support these essential
components of decarbonisation.

Moreover, the Transition category must function globally. Criteria calibrated primarily to EU market
developments, such as requirements linked to coal phase-out plans, risk excluding credible transition
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investments in jurisdictions where energy systems and policy frameworks differ. A globally workable
framework is essential to mobilise capital where the transition challenge is most acute.

EFAMA therefore advocates aligning Transition category exclusions strictly with CTB exclusions (Article
12(1)(a) to (c)) and relying on the assessment of credible, science-based transition targets and plans,
supported by shareholder engagement to ensure accountability, track progress, and support the
effective implementation of these plans in practice.

In any event and in due time, we would welcome the issuance of soft guidance clarifying the definitions of
the final exclusions and exclusion criteria, to foster a common market understanding and reduce divergent
interpretations by data providers and financial market participants, which currently lead to inconsistent
outcomes.

Further technical clarifications are set out in the annex in the event that additional exclusions are retained.

6. Sovereigns should be meaningfully integrated within the framework

Investments in sovereign bonds should remain meaningfully integrated within the SFDR framework and
be generally eligible for sustainability assessment. Governments are central actors in the sustainable
transition: through international commitments, national climate targets and regulatory frameworks, they set
the conditions upon which corporate sustainability efforts depend. Given this pivotal role, the current
proposal acknowledges sovereign exposures only to a limited extent.

Under the proposed approach, general-purpose government bonds would be confined to the “ESG Basics”
category, while only narrowly defined use-of-proceeds instruments may qualify for the “transition” or
“sustainable” categories in line with to Articles 7 and 9. However, green bonds issued by sovereigns
represent only a small fraction of overall issuance, approximately 4.2% in the EU, meaning that the
exclusion of general-purpose sovereign bonds would significantly restrict the practical availability of
sovereign exposures within higher sustainability categories.

Such limitations would have material implications for portfolio construction. Sovereign bonds are a
cornerstone of fixed-income strategies and a primary source of diversification and risk stabilisation,
particularly in globally invested and defensive multi-asset products. As a result, products classified under
the highest sustainability categories are structurally pushed towards higher-risk, less diversified portfolios.

The proposed treatment also concerns coherence. The Commission’s Notice on the European Green
Bond Regulation recognises National Climate Plans as the public-sector equivalent of corporate transition
plans. On this basis, sovereign bonds issued by Member States with credible climate strategies should be
able to contribute to the 70% threshold under the “transition” and “sustainable” categories. Furthermore,
excluding general-purpose sovereign bonds would diverge from several existing national sustainability
labels, under which such instruments may count towards minimum allocation thresholds.

While no single universally agreed methodology exists for assessing sovereign sustainability, this should
not preclude its recognition. Widely used industry frameworks - including ASCOR, the Net Zero
Investment Framework for Sovereigns, and the Climate Change Performance Index (CCPI) - provide
structured and credible reference tools. Methodologies have evolved significantly in recent years, and asset
managers already rely on a combination of quantitative and qualitative indicators, drawing on extensive
publicly available data. In some cases, ESG-related data for sovereigns is more comprehensive than for
corporates, as illustrated by datasets maintained by institutions such as the World Bank.
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EFAMA therefore encourages co-legislators to ensure that general-purpose sovereign bonds may
qualify under the “transition” and “sustainable” categories, subject to transparent, robust and
consistently applied sustainability assessment frameworks. In the longer term, the Commission could
consider developing common guidelines or a shared approach to enhance comparability and support
consistent market interpretation. EFAMA stands ready to contribute practical insights to the development
of a workable and proportionate methodology.

EFAMA shares the views expressed by the International Capital Market Association (ICMA) regarding the
treatment of use-of-proceeds bonds and related fund investments, and supports the approach outlined in
ICMA’s recent position paper on this issue.

7. Provide quality safeguards on third-party data provision and introduce proportionality in
requirements for FMPs

The significant reduction in the CSRD’s scope under “Omnibus I” will further limit the availability of
comparable sustainability data. As a result, asset managers will inevitably need to rely more frequently on
estimates and third-party ESG data providers to meet their SFDR obligations.

EFAMA agrees that where firms produce their own estimates, they should explain the methodologies and
assumptions used. However, the current drafting of Article 12a creates a significant imbalance in the
treatment of financial market participants and ESG data providers. It places extensive transparency
and accountability obligations on regulated entities, while leaving data providers outside the scope of
comparable requirements. This asymmetry risks further undermining data quality and investor protection.

As drafted, Article 12a focuses exclusively on the obligations of data users, without imposing any equal
obligations on providers whose estimates are widely relied upon across the market. This risks reinforcing
an imbalance in which regulated entities must justify and document their methodologies in detail. In
contrast, external providers who increasingly influence investment decisions face no parallel duty to ensure
data quality, methodological robustness or transparency.

To ensure a more balanced and reliable framework, EFAMA believes that regulatory expectations regarding
ESG data providers should be further developed at the EU level. EFAMA recommends that the co-
legislators introduce at least a recital (or additional paragraph in Article 12a) expressing a clear expectation
that the Commission will encourage the development of minimum transparency and governance
standards for ESG data providers, for instance through a code of conduct. Such an approach could draw
on existing international initiatives, including IOSCQO’s recommendations and already established codes of
conduct such as the UK Code of Conduct for ESG Ratings and Data Product Providers, as well as similar
initiatives emerging in other jurisdictions (e.g. Hong Kong, Singapore, Japan).

Embedding this expectation in at least a recital (or additional paragraph in Article 12a) would provide
an important policy signal while relying on pragmatic, industry-led solutions without the additional costs of
regulation. A possible development of a voluntary code of conduct, under the Commission’s oversight,
would promote higher data quality over time and support competitive level playing field.

At the same time, supervisory expectations regarding firms’ own estimation methodologies should follow
a clear proportionality principle, recognising that data availability at the investee or asset level will
remain constrained for the foreseeable future. Importantly, proportionality should not result in a de
facto transfer of responsibility for data quality from ESG data providers to financial market
participants. While the latter should be expected to conduct due diligence on data providers and on the
methodologies and policies they disclose, where applicable and available, they should not be held liable
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for the intrinsic quality of the data or estimates produced by the external data providers, nor for the
operational and control frameworks underpinning those outputs.

lll. Other technical topics

Art.6a Voluntary transparency for non-categorised products

EFAMA broadly recognises and supports the objective of Article 6a to prevent greenwashing and to ensure
that sustainability-related statements are clear, comparable and not misleading. At the same time, there is
a shared view that, as currently drafted, Article 6a would benefit from further clarification to ensure
it does not unintentionally restrict factual transparency.

Need for greater clarity on the scope of integration of sustainability factors: Further guidance or
targeted amendments to Article 6a are needed to clarify which types of statements qualify as integration of
sustainability factors and which do not. In particular, it would be helpful to clarify that statements of
descriptive and/or factual nature are not covered by the restrictions envisaged under this article.

Such statements could include, in particular, the following firm-level activities:
e disclosures on engagement and stewardship activities, and
e disclosures on company-wide exclusion criteria.

Such information should be permitted for non-categorised products, as their motivation is not necessarily
driven by sustainability-related considerations. In particular, stewardship is fundamentally about long-term
value creation and is not, in itself, a sustainability or ESG activity. SFDR 2 should therefore expressly
recognise that disclosures relating to stewardship activities aimed at long-term value creation fall outside
the scope of restrictions on references to sustainability features in prospectuses, periodic reports and
marketing materials.

Factual ESG disclosures for non-categorised products: We also underline that non-categorised
products should be able to make short, factual statements about ESG elements of their investment process,
provided these do not amount to sustainability-related claims. By way of example, products currently
disclosed under Article 8 SFDR that will not qualify for a product category in future should still be able to
include information about their exclusion criteria. In addition, it is our understanding that explanations of
how sustainability risks are identified, assessed, or managed are still permitted under Article 6 and are not
subject to any limitations as regards their breadth, and are positioned as applicable under Article 6a(1).
Limiting such factual disclosures would otherwise risk losing meaningful information to investors. Not being
able to mention exclusions in KIDs and/or marketing materials appears inconsistent with ensuring that fund-
related materials are aligned in the information they provide.

Use of clear disclaimers as a safeguard: To avoid confusion between categorised and non-categorised
products, and to ensure that factual ESG disclosures coexist with appropriate consumer safeguards,
members consider that non-categorised products making statements beyond what is required under Article
6 should include a clear disclaimer in the appropriate place in the precontractual documentation, indicating
that the product is not a sustainability-related financial product, and that the product does not comply with
the SFDR categorisation system. (The exact wording of the disclaimer could be consumer tested)
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Such an approach would preserve transparency while maintaining the integrity of the categorisation
framework and mitigating greenwashing risks.

Art.7 (1)(b) & (c) | Exclusions for transition products

As mentioned above, exclusion criteria should be limited to the standards for climate-transition
benchmarks (Art. 12(1)(a) to (c) DR 2020/1818). The reference to Art. 12(1)(d) DR 2020/1818 and the
new exclusions in case of new projects for the use of fossil fuels proposed in Art. 7(1)(c) should be
deleted.

Quantitative impact - example:

This concern is not merely theoretical. A member’s analysis of the proposed Article 7 exclusions against
the MSCI ACWI suggests that approximately 4% of index weight would be excluded for equities and
around 8% for global corporate fixed income. However, the impact is significantly more severe at the
sector and country level:

o Energy: ¢.90-95% of global sector weight excluded (close to 100% in developed markets);
o Ultilities: ¢.20% excluded globally, rising to 50-60% in EM equities and 30-40% in fixed income;
o Materials: ¢.8% excluded in equities.
At the country level, several major markets (including the UK, Australia, Canada and Brazil) would see

10-20% reductions in index weight, while certain fixed income indices (e.g. Asian dollar bonds, high
yield) would experience even more pronounced distortions, materially undermining diversification.

If a coal-related exclusion is nevertheless retained for the Transition category, it should be designed in a
simple and operationally workable manner across asset classes and geographies, including for emerging
markets, for example through the use of a clearly defined maximum revenue threshold (e.g. 20%).The
same applies to the exclusions for the ESG Basics category.

With respect to exclusions relating to new fossil fuel projects, it should also be recognised that certain
transition or renewable infrastructure projects may require limited backup energy sources, including gas.
Where gas activities are Taxonomy-aligned, this should be explicitly recognised in order to preserve
regulatory coherence and avoid unintended constraints on transition-enabling investments, particularly in
infrastructure strategies.

We would also like to highlight that under the EC proposal, an apparent but potentially unintended
discrepancy arises whereby, under the Transition category, exclusions related to the development of new
fossil fuel supply projects and hard coal or lignite power generation (or the absence of a credible phase-out)
are applied to Use-of-Proceeds (UoP) bonds at the entity level. However, these exclusions do not apply to
UoP bonds under the Sustainable category. This results in a stricter set of requirements for the Transition
category compared to the Sustainable category, which may not reflect the policy intent and therefore
warrants further clarification or adjustment.
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Art.7-9.3.(c)(ii) | Disclosures on “relative share of investments”

The requirement to specify the relative share of eligible investments in the pre-contractual
disclosures should be deleted. The pre-contractual disclosures should be confined to those features of
sustainable investment products that are essential for the understanding by (retail) investors.

We see merit in disclosing which types of eligible investments are used to meet the 70% commitment,
particularly, where not all categories are relevant for a given product. However, requiring disclosure of the
precise relative shares of each category within the 70% commitment would not provide additional
meaningful transparency and could create disproportionate reporting complexity.

At least in actively managed funds, asset managers wish to retain full flexibility to pursue the best
investment opportunities and to over- or underweight investments in line with their asset selection process
and market developments. In such circumstances, no reliable specifications on the relative share of
investments could be made in the pre-contractual disclosures. lllustrative specifications, on the other hand,
would be meaningless for investors who, in general, are not interested in this level of detail. If at all, the
relative share of applicable investments could be disclosed ex-post as part of the periodic reports under
Article 11.

Art.7-9.3.(c)(iii) | Phase- in and ongoing application of quantitative thresholds

We welcome the explicit recognition of phase-in periods in the SFDR proposal, which appropriately
reflects the need for portfolio ramp-up. This clarification is essential and aligns quantitative thresholds with
the point at which a fund is fully invested.

However, similar clarity is also needed for the ongoing application of these thresholds after the ramp-
up phase. Quantitative requirements should not be assessed on a static or continuous basis without
flexibility, as temporary deviations may arise in the normal course of portfolio management, including due
to market movements, subscriptions and redemptions, or rebalancing activity.

It should therefore be confirmed that such temporary deviations, once a fund has entered the relevant
category, do not, in themselves, lead to a loss of categorisation, provided the product continues to pursue
the stated sustainability objective and/or strategy and that the instances when the underlying assets could
be below 70% are adequately disclosed, and that the fund is managed with the intention of restoring
compliance. Similarly, closed-ended categorised funds should be permitted to deviate from the qualifying
criteria during their ramp-down or wind-down (liquidation) phase at the end of the fund’s life, when
investments are being sold. Regarding the length of the phase-in period, this can vary significantly between
funds, so we propose that the rules require clear disclosure of what the phase-in period is and a rationale
for it, but do not prescribe what the minimum or maximum length is.

To ensure greater alignment with other jurisdictions, notably the UK SDR, firms should be permitted, across
all three categories, to implement a time-bound escalation plan that sets out the actions to be taken when
assets do not sufficiently demonstrate progress against the sustainability objective or relevant key
performance indicators. Assets subject to such an escalation plan should be considered as remaining within
the 70% threshold for the purposes of categorisation.
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Art.8 Bottom-up versus top-down

The way the criteria for eligible investments in “ESG basics” products have been written gives the
impression that top-down approaches will not be sufficient. However, ESG outperformance of the
average investment universe or reference benchmark must not be measured exclusively at the level
of individual investments, but can also be assessed at the portfolio level. In fact, it is common practice
for funds with ESG characteristics disclosed under Art. 8 SFDR to commit to portfolio-level outperformance
in ESG terms in reference to a benchmark. Portfolio-level assessment is the market standard for PAB and
CTB, and shall be generally allowed for the “transition” category according to Art. 7(2)(g).

Therefore, it should be clarified that the criteria envisaged under Article 8(2)(a) and (b) can also be achieved
at portfolio level. We understand that this is the Commission’s intention. However, this should be clarified
within the operative text to ensure consistent application. Clarification should also be provided in relation to
the ‘reference benchmark’ in Article 8(2)(a) and (b). This concept is not defined in the legislative proposal
and is currently only set out in the existing SFDR templates. As drafted, this implies that a ‘reference
benchmark’ cannot be a general or broad market index. We would not support a narrow definition of
‘reference benchmark’ and would expect it to also encompass general or broad market indices.

Furthermore, the proposals, appear to be designed for UCITS equity and bond funds. However, private
funds might not qualify as securities funds, and even where they do, they may not be benchmark users.
Certain requirements, therefore, raise practical challenges when applied across asset classes. This
includes, for example, the application of minimum exclusions to real estate funds whose investments are
not companies or to a fund that invests in asset-backed securities secured on a large pool of corporate
assets (where such pool can be blind pool or have very limited data about constituents), or compliance
with Article 8(2) for funds without a benchmark or reasonable proxy.

If an opt-out for products offered exclusively to professional investors is not reinstated, it is essential that
the framework be genuinely asset-class agnostic and operate effectively across all fund types,
including AlFs and private funds. This would require introducing tailored provisions better suited to their
specific structures and investment characteristics, particularly when marketed exclusively to professional
investors.

Art.9a(1) | Scope and categorisation of portfolios with direct holdings
Art.9a(2)

Further precision is required for fund-of-fund products and those that combine investments in other funds
with direct exposures to instruments that are not themselves SFDR products, such as equities, fixed income
or structured instruments. We understand that Article 9a is not exclusively for products composed solely of
other funds but also covers products with a material proportion of direct investments. In practice, such direct
exposures often account for a substantial share of mixed asset portfolios.

The current proposal does not foresee further Level 2 specifications for the application of the 70%
threshold to fund of funds and mixed asset portfolios. This is a missing component of the framework
that might raise many issues in practice and should be properly resolved. Our view is that for the purpose
of calculating the 70% threshold in relation to fund-of-funds, there shouldn’t be a need to look through to
the underlying funds for operational reasons.
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Where direct investments meet the relevant sustainability conditions under SFDR, they should be
treated in the same way as investments in other categorised funds. To ensure legal certainty and
consistent market practice, Level 2 measures should explicitly address the calculation of the 70% threshold
for funds-of-funds and mixed portfolios comprising direct and indirect investments.

Furthermore, the categorisation of financial products that combine other categorised financial products
and/or other investments that meet the requirements of the relevant category should be transferred from
recital 23 to the main body of the regulation. This is to ensure consistent application and supervision.

The reference to “combine” financial products in the plural (see highlight below) appears to exclude
investments in a single master fund from the scope of Art. 9a(1): “Financial products that claim that they
combine financial products that are categorised as sustainability-related financial products shall be deemed
to be compliant with the requirements of Articles 7, 8 or 9 if they meet the 70% threshold of investments
referred to in paragraph 1 point (a) of those Articles by way of investments in categorised products or other
investments that meet the requirements of Articles 7, 8 or 9, and comply with the exclusions in Articles 7(1),
8(1) or 9(1).” We suggest amending the wording in a way that ensures that investments in categorised
financial products in general can be assessed under Art. 9a(1), thus accounting for master-feeder-
structures. Alternatively, the below provision could be added within Article 9a to address master-feeder
relationships:

Financial product that is a feeder fund may use the same category as that used by the relevant master
fund, provided that the manager of the feeder fund ensures that shareholders in the feeder fund are
provided with easy access to disclosures produced by the relevant master fund.

Art.13 Use of ESG- and sustainability-related names linked to SFDR product categorisation

Recital 23 states that products that meet the 70% threshold by investing solely in sustainable products
could be considered sustainable, while those investing across categories would fall either within the
transition (if mixing sustainable or transition products) or ESG basics (if mixing products from any of the
three). Given this recital, it is our expectation that these products investing in other sustainable products
may include sustainability-related claims in their names.

However, Article 13 only references sustainability-related claims in the marketing communications
(and not in the names) of financial products referred to in Article 9a. As with the naming rules, we
understand that there is no distinction between direct and indirect holdings. As such, Article 13 should be
amended such that Article 9a(1) products could also reference sustainability-related claims in their
names and we believe this was the Commission’s intention, given recital 23. Also, reference to Article
9a(1), points (a) to (c) in Article 13 should be replaced with Article 9a(2) as 9a(1) does not have
subparagraphs (a) to (c).
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EFAMA is the voice of the European investment management industry, which manages around
EUR 34 trillion of assets on behalf of its clients in Europe and around the world. Its membership
consists of 29 national associations, 46 global asset managers, and 29 associate members. We
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