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[bookmark: _Toc280628648]Responding to this paper 
The European Supervisory Authorities (ESAs) welcome comments on this consultation paper setting out the proposed Regulatory Technical Standards (hereinafter “RTS”) on content and presentation of disclosures pursuant to Article 8(4), 9(6) and 11(5) of Regulation (EU) 2019/2088 (hereinafter Sustainable Finance Disclosure Regulation “SFDR”) and in particular on the specific questions summarised in Section 3 of the consultation paper under “Questions to stakeholders”. 
Comments are most helpful if they:
· contain a clear rationale; and
· describe any alternatives the ESAs should consider.
When describing alternative approaches the ESAs encourage stakeholders to consider how the approach would achieve the aims of SFDR.

Instructions
In order to facilitate analysis of responses to the Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
· Insert your responses to the questions in the Consultation Paper in the present response form. 
· Please do not remove tags of the type <ESA_QUESTION_ESG_1>. Your response to each question has to be framed by the two tags corresponding to the question.
· If you do not wish to respond to a given question, please do not delete it but simply leave the text “TYPE YOUR TEXT HERE” between the tags.
· When you have drafted your response, name your response form according to the following convention: ESA_ESG_nameofrespondent_RESPONSEFORM. For example, for a respondent named ABCD, the response form would be entitled ESA_ESG_ABCD_RESPONSEFORM.
· The consultation paper is available on the websites of the three ESAs and the Joint Committee. Comments on this consultation paper can be sent using the response form, via the ESMA website under the heading ‘Your input - Consultations’ by 12 May 2021.
· Contributions not provided in the template for comments, or after the deadline will not be processed.


Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise in the respective field in the template for comments. A standard confidentiality statement in an email message will not be treated as a request for non-disclosure. A confidential response may be requested from us in accordance with ESAs rules on public access to documents. We may consult you if we receive such a request. Any decision we make not to disclose the response is reviewable by ESAs Board of Appeal and the European Ombudsman.


Data protection

The protection of individuals with regard to the processing of personal data by the ESAs is based on Regulation (EU) 2018/1725[footnoteRef:2]. Further information on data protection can be found under the Legal notice section of the EBA website and under the Legal notice section of the EIOPA website and under the Legal notice section of the ESMA website. [2:  Regulation (EU) 2018/1725 OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL of 23 October 2018 on the protection of natural persons with regard to the processing of personal data by the Union institutions, bodies, offices and agencies and on the free movement of such data, and repealing Regulation (EC) No 45/2001 and Decision No 1247/2002/EC, OJ L 295, 21.11.2018, p. 39.] 





General information about respondent

	Name of the company / organisation
	Swedish Investment Fund Association
	Activity
	Other Financial service providers

	Are you representing an association?
	☒
	Country/Region
	Sweden


Introduction
Please make your introductory comments below, if any:

<ESA_COMMENT_ESG_1>
SIFA is supportive of the single rulebook approach proposed in this consultation. However, the timing issue will be very challenging. It appears unlikely that that financial market participants will have sufficient time to implement the new templates (in particular if the official translations are not available until published in the OJ). 
Initially there will be a lack of taxonomy data, as non-financial undertakings will not publish information until later in the year. Additionally, there will be a lack of technical screening criteria for most of the environmental objectives in the taxonomy. This means that financial products will run the risk of appearing much less green than they actually are. This aspect will be very difficult, if not impossible, to explain to investors. Taken together, the initial disclosures run the risk of being so inadequate that they may not be appropriate for retail investors. 
The calculation of green asset ratio proposed in this consultation raises an important question in relation to the relationship between the SFDR and the TR. It is clear that in the TR green should be determined at the level of an economic activity. It seems however that in the SFDR sustainability should be determined at the level of an undertaking and that it is either sustainable or not, i.e. it cannot be partially sustainable (for instance there is a reference to making “one or more sustainable investments”). This will inevitably lead to inconsistencies when calculating the green asset ratio under the TR and the level of sustainability under the SFDR. Additionally, the SFDR only makes references to investee companies which could be interpreted as not regarding sovereign green bonds as sustainable under the SFRD. These discrepancies will need to be addressed going forward. <ESA_COMMENT_ESG_1>


: Do you have any views regarding the ESAs’ proposed approach to amend the existing SFDR RTS instead of drafting a new set of draft RTS?
<ESA_QUESTION_ESG_1>
SIFA believes it is beneficial that the rules are as coherent as possible and are therefore supportive of introducing the changes in the existing RTS, rather than developing a separate RTS. <ESA_QUESTION_ESG_1>

: Do you have any views on the KPI for the disclosure of the extent to which investments are aligned with the taxonomy, which is based on the share of the taxonomy-aligned turnover, capital expenditure or operational expenditure of all underlying non-financial investee companies? Do you agree with that the same approach should apply to all investments made by a given financial product?
<ESA_QUESTION_ESG_2>
SIFA does not object to the proposed approach. We believe that the same KPI should apply to all investments made by a given financial product. Further clarification would be welcome on the application of the KPIs to debt instruments. <ESA_QUESTION_ESG_2>

: Do you have any views on the benefits and drawbacks of including specifically operational expenditure of underlying non-financial investee companies as one of the possible ways to calculate the KPI referred to in question 2?
<ESA_QUESTION_ESG_3>
We agree with the disclosure of Op Ex. <ESA_QUESTION_ESG_3>

: The proposed KPI includes equity and debt instruments issued by financial and non-financial undertakings and real estate assets, do you agree that this could also be extended to derivatives such as contracts for differences?
<ESA_QUESTION_ESG_4>
No, we do not believe that it should be extended to derivatives, this would be overly complex. <ESA_QUESTION_ESG_4>

: Is the use of “equities” and “debt instruments” sufficiently clear to capture relevant instruments issued by investee companies? If not, how could that be clarified? Are any specific valuation criteria necessary to ensure that the disclosures are comparable?
<ESA_QUESTION_ESG_5>
Yes, this is sufficiently clear. <ESA_QUESTION_ESG_5>

: Do you have any views about including all investments, including sovereign bonds and other assets that cannot be assessed for taxonomy-alignment, of the financial product in the denominator for the KPI?
<ESA_QUESTION_ESG_6>
We have no objections to this suggestion.<ESA_QUESTION_ESG_6>

: Do you have any views on the statement of taxonomy compliance of the activities the financial product invests in and whether those statements should be subject to assessment by external or third parties?
<ESA_QUESTION_ESG_7>
SIFA has interpreted the statement mentioned in article 16a.3 a)-c) as a statement provided by the financial market participant, rather than the investee company (supported also by para. 36 of the background analysis). However, clarification that this is indeed the intention would be welcome. 
Additionally, clarification is needed regarding the reference to third parties. In the articles reference is made to “an auditor or third party” while in the templates only the term “third party” is used. Could an ESG-information provider be a regarded as a third party?  
The framework as it stands is too complex and the practical application is too unclear for it to be appropriate to require assurance. At a later stage such requirements could be relevant for investee companies. This issue could possibly be addressed again in a few years’ time when the framework has been fully implemented.<ESA_QUESTION_ESG_7>

Q1 : Do you have any views on the proposed periodic disclosures which mirror the proposals for pre-contractual amendments?

<ESA_QUESTION_ESG_8>
No comments.<ESA_QUESTION_ESG_8>

: Do you have any views on the amended pre-contractual and periodic templates?
<ESA_QUESTION_ESG_9>
As a general comment, we believe there is too much information in the templates. We don’t believe this will be useful for retail investors. 
It is unclear how taxonomy-alignment for sustainable investments focusing on the last 4 taxonomy objectives should be disclosed. The screening criteria will not be done for these 4 objectives by 2022. This question was raised at the ESA open hearing.  We don’t believe it is entirely appropriate to disclose to investors that investments in these 4 objectives is not at all taxonomy-aligned. This will be misleading for investors, in particular to retail investors, given the complexity of the issue and inter-links with SFDR. We would suggest that some interim solution is necessary.  

In the interest of shortening and simplifying the templates, we don’t see the need for the following question in the templates: “Why does the financial product invest in economic activities that are not environmentally sustainable?”
This question seems to be based on article 16a.1.ii and 23a.1.ii “where the financial product invests in economic activities that are not environmentally sustainable economic activities, a clear explanation of the reasons for doing so.” (and article 61a.2.c and 67a.2.c “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.”).
This requirement is introduced based on article 5 and 6 in the taxonomy. However, SIFA is not convinced that such requirement can be derived from the taxonomy. Additionally, SIFA believes that such disclosure risks misleading a retail client that sustainable investments that are not taxonomy-aligned (e.g. the last 4 objectives) are less beneficial than those that are taxonomy-aligned. <ESA_QUESTION_ESG_9>

[bookmark: _Hlk18829484]: The draft RTS propose unified pre-contractual and periodic templates applicable to all Article 8 and 9 SFDR products (including Article 5 and 6 TR products which are a sub-set of Article 8 and 9 SFDR products). Do you believe it would be preferable to have separate pre-contractual and periodic templates for Article 5-6 TR products, instead of using the same template for all Article 8-9 SFDR products?
<ESA_QUESTION_ESG_10>
SIFA believes that the same template should be used. <ESA_QUESTION_ESG_10>

: The draft RTS propose in the amended templates to identify whether products making sustainable investments do so according to the EU taxonomy. While this is done to clearly indicate whether Article 5 and 6 TR products (that make sustainable investments with environmental objectives) use the taxonomy, arguably this would have the effect of requiring Article 8 and 9 SFDR products making sustainable investments with social objectives to indicate that too. Do you agree with this proposal?
<ESA_QUESTION_ESG_11>
Disclosure of taxonomy-alignment should not be required for products with social sustainability objectives as such objective are not within the scope of the current taxonomy. There is a considerable risk that retail investors do not fully grasp the classification of sustainability objectives in environmental objectives and social objectives. If such disclosure was required, products with social objectives would comparatively appear less sustainable as these products would always need to disclose 0% alignment (as there are no screening criteria), despite it being impossible to achieve a higher level of alignment. Such disclosure is not be relevant until there is a taxonomy for social sustainability objectives. <ESA_QUESTION_ESG_11>

: Do you have any views regarding the preliminary impact assessments? Can you provide more granular examples of costs associated with the policy options?
<ESA_QUESTION_ESG_12>
The proposals will entail significant costs, in particular for smaller asset managers. However, we are unable to give an estimate. <ESA_QUESTION_ESG_12>

image1.png
* * %
* * EUROPEAN
* esm European Securities and EBA T JOINT COMMITTEE OF THE EUROPEAN

. . Markets Authority AUTHORITY E’lea SUPERVISORY AUTHORITIES
INSUR/

* * EUROPEAN LI ANCE
* AND OCCUPATIONAL PENSIONS AUTHORITY





image2.jpeg




