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Brussels, 10 January 2023 

EFAMA's RESPONSE TO ESMA's "CALL FOR EVIDENCE ON GREENWASHING" 

INTRODUCTION

EFAMA welcomes ESMA’s call for evidence on potential greenwashing practices in the EU financial 
sector. The fund industry takes greenwashing risks and its responsibility very seriously. To tackle these 
concerns head-on, EFAMA is in constant exchanges with the ESAs and other stakeholders to ensure a 
clear and harmonised understanding of what constitutes greenwashing. This is indispensable given that 
the sustainable finance (regulatory) landscape is still a nascent area and in constant flux, creating a 
climate of uncertainty. The growth in both demand and offer of sustainable financial products, combined 
with unprecedented regulatory reforms, are creating additional and increasing risks for financial markets, 
financial market participants, and – mostly importantly – the end investor.  

This situation is reinforced by the fact that the existing regulations are not always harmonised or consistent 
with each other (between domestic regulations and national competent authorities, but also among 
sectors of the financial industry, due to a European sectorial approach). This creates an uneven regulatory 
playing field which is a material risk for all market actors and could have prejudicial and detrimental 
impacts on the confidence of the investors and Financial Market Participants (FMPs), even before the 
market has had a real chance to develop market standards and best practices. As such, we consider it 
crucial to first have a unified understanding of the core attributes of greenwashing within the market and 
to have harmonised supervisory action to address greenwashing risks. Otherwise, this could have the 
potential to severely undermine investor confidence in sustainable finance and threaten efforts to 
transition to a more sustainable economy.  

To address this challenge, EFAMA believes that the term greenwashing should be considered in a 
proportionate manner, taking into account all current market and regulatory conditions. In particular, we 
see frequent claims of “greenwashing” that imply a universally agreed definition of what constitutes a 
sustainable product, which is not the aim of the existing regulatory framework. Currently, the most 
important component to assess greenwashing is whether a firm’s disclosures fail to meet the requirements 
to be ‘fair, clear and not misleading’. This is developed in more detail later in our response. 

Based on the current situation, EFAMA endorses initiatives to create, first and foremost, a consistent and 
harmonised approach of common sustainable finance-related terms, at both the European and 
international levels. This should ensure that key concepts are applied consistently and therefore 
contribute to avoiding greenwashing and misselling to end investors. 
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