




Reply form
on the Joint Consultation Paper on the review of SFDR Delegated Regulation regarding PAI and financial product disclosures


		
										12 April 2023											ESMA34-45-1218									
Responding to this paper 
The ESAs invite comments on all matters in the Joint Consultation Paper and in particular on the specific questions in this reply form. Comments are most helpful if they:
· respond to the question stated;
· indicate the specific question to which the comment relates;
· contain a clear rationale; and
· describe any alternatives the ESAs should consider.
ESMA will consider all comments received by 4 July  2023. 

Instructions
In order to facilitate analysis of responses to the Joint Consultation Paper, respondents are requested to follow the below steps when preparing and submitting their response:
· Insert your responses to the questions in the Joint Consultation Paper in this reply form. 
· Please do not remove tags of the type <ESMA_QUESTION_SFDR_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 responses, save the reply form according to the following convention: ESMA_CP SFDR Review_nameofrespondent. 
For example, for a respondent named ABCD, the reply form would be saved with the following name: ESMA_CP SFDR Review_ABCD.
· Upload the Word reply form containing your responses to ESMA’s website (pdf documents will not be considered except for annexes). All contributions should be submitted online at www.esma.europa.eu under the heading ‘Your input - Consultations’. 



Publication of responses
All contributions received will be published following the close of the consultation, unless you request otherwise. Please clearly and prominently indicate in your submission any part you do not wish to be publicly disclosed. 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 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 ESMA’s 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:1]. 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. [1:  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
	Federation of European Securities Exchanges
	Activity
	Regulated markets/Exchanges/Trading Systems

	Are you representing an association?
	☒
	Country/Region
	Europe


Questions
1. [bookmark: _Hlk131609827]: Do you agree with the newly proposed mandatory social indicators in Annex I, Table I (amount of accumulated earnings in non-cooperative tax jurisdictions for undertakings whose turnover exceeds € 750 million, exposure to companies involved in the cultivation and production of tobacco, interference with the formation of trade unions or election worker representatives, share of employees earning less than the adequate wage)?
<ESMA_QUESTION_SFDR_1>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_1>

1. [bookmark: _Hlk131609829]: Would you recommend any other mandatory social indicator or adjust any of the ones proposed?
<ESMA_QUESTION_SFDR_2>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_2>

1. [bookmark: _Hlk131609830]: Do you agree with the newly proposed opt-in social indicators in Annex I, Table III (excessive use of non-guaranteed-hour employees in investee companies, excessive use of temporary contract employees in investee companies, excessive use of non-employee workers in investee companies, insufficient employment of persons with disabilities in the workforce, lack of grievance/complaints handling mechanism for stakeholders materially affected by the operations of investee companies, lack of grievance/complaints handling mechanism for consumers/ end-users of the investee companies)?
<ESMA_QUESTION_SFDR_3>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_3>

1. [bookmark: _Hlk131609831]: Would you recommend any other social indicator or adjust any of the ones proposed?
<ESMA_QUESTION_SFDR_4>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_4>

1. [bookmark: _Hlk131609833]: Do you agree with the changes proposed to the existing mandatory and opt-in social indicators in Annex I, Table I and III (i.e. replacing the UN Global Compact Principles with the UN Guiding Principles and ILO Declaration on Fundamental Principles and Rights at Work)? Do you have any additional suggestions for changes to other indicators not considered by the ESAs?
<ESMA_QUESTION_SFDR_5>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_5>

1. [bookmark: _Hlk131609834]: For real estate assets, do you consider relevant to apply any PAI indicator related to social matters to the entity in charge of the management of the real estate assets the FMP invested in?
<ESMA_QUESTION_SFDR_6>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_6>

1. [bookmark: _Hlk131609836]: For real estate assets, do you see any merit in adjusting the definition of PAI indicator 22 of Table 1 in order to align it with the EU Taxonomy criteria applicable to the DNSH of the climate change mitigation objective under the climate change adaptation objective?
<ESMA_QUESTION_SFDR_7>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_7>

1. [bookmark: _Hlk131609837]: Do you see any challenges in the interaction between the definition ‘enterprise value’ and ‘current value of investment’ for the calculation of the PAI indicators?
<ESMA_QUESTION_SFDR_8>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_8>

1. [bookmark: _Hlk131609838]: Do you have any comments or proposed adjustments to the new formulae suggested in Annex I?  
<ESMA_QUESTION_SFDR_9>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_9>

1. [bookmark: _Hlk131609840]: Do you have any comments on the further clarifications or technical changes to the current list of indicators? Did you encounter any issues in the calculation of the adverse impact for any of the other existing indicators in Annex I?  
<ESMA_QUESTION_SFDR_10>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_10>

1. [bookmark: _Hlk131609841]: Do you agree with the proposal to require the disclosure of the share of information for the PAI indicators for which the financial market participant relies on information directly from investee companies?
<ESMA_QUESTION_SFDR_11>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_11>

1. : What is your view on the approach taken in this consultation paper to define ‘all investments’? What are the advantages and drawbacks you identify? Would a change in the approach adopted for the treatment of ‘all investments’ be necessary in your view?
<ESMA_QUESTION_SFDR_12>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_12>

1. : Do you agree with the ESAs’ proposal to only require the inclusion of information on investee companies’ value chains in the PAI calculations where the investee company reports them? If not, what would you propose as an alternative?
<ESMA_QUESTION_SFDR_13>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_13>

1. : Do you agree with the proposed treatment of derivatives in the PAI indicators or would you suggest any other method?
<ESMA_QUESTION_SFDR_14>
In the current sustainable finance framework, derivative instruments are neither reflected in sustainable investment ratios, i.e., PAI ratios, nor reflected equally in numerators as well as denominators of sustainable investment ratios, i.e., GAR/GIR. Leaving derivatives out of the sustainable investment ratios or disincentivising their use undermines the overarching sustainable investment movement and green transition. In this consultation, we appreciate the ESAs taking a step forward and including derivatives into the framework and the PAI ratios, as well as reflecting them in both the numerator and denominator of these ratios. 
This initiative draft addresses the primary concern of “including or excluding” derivatives in sustainable investment ratios. However, it seems clarity is lacking to pursue a single approach on the secondary issue of “how to include derivatives”. For that reason, we put forward our arguments regarding the benefits and shortcomings of the various approaches, as well as certain improvement proposals for, certain aspects of this consultation.  
Subsequently, we would like to share our key points on the current ESAs initiatives.
I. ESAs take initiative to reflect derivatives equally in sustainable investment ratios: Until now, derivatives have not been taken holistically into account and we commend the ESAs for taking the initiative to include derivatives in sustainable investment ratios in an equal manner, namely by including derivatives in both the numerator and the denominator of the relevant ratios. We fully support the direction the ESAs are taking.
II. Derivatives are considered sustainable investment vehicles per se: This notion is further substantiated regarding the PAI calculations, where the ESAs accept derivatives to “also constitute investment decision on sustainability factors” according to the proposed draft RTS recital (4) in this consultation. This further encourages the progress that derivatives themselves are also considered to contribute to sustainable investments. As a consequence, and as a next step, alignment in Taxonomy-aligned ratios would be required to reflect derivatives proportionately. 
III. Careful scrutinising is required with the market before giving the final decision on the netting approach: In the current proposal, ESAs suggest including only “net long positions” of derivatives into numerators of PAI ratios. In our view, netting is a difficult approach, and it can be complex. We would abstain from mandating the use before scrutinising it extensively with the market players who might need more time to provide final views as it is difficult to distinguish between long and short positions.
Derivatives can contribute to sustainable objectives/adverse impacts, no matter in long or short positions, due to their mechanism, while potentially their corresponding underlying asset might not. The important point here is to focus on assessing correctly if the derivative instrument has a sustainable purpose in its use. If we focus shortsightedly on a single netting model, we may risk the assessment of the actual contribution of derivatives. Intelligence from the market also suggests that short positions could also be treated equally to long positions when they are used for hedging and ESG exposure purposes. Particularly these views have been reflected also in past consultation responses, as the ESMA consultation paper on guidelines on funds’ names using ESG or sustainability-related terms closed in February 2023. Even if the feedback has been related to SFDR/Taxonomy sustainable ratios, it should also be valid for PAI calculations in the current consultation at hand. 
We believe that, currently, the market has not settled on a specific direction whether including “only net long positions” of derivatives into PAI ratios is sufficient because:
on the one hand, long positions can provide direct exposure for the sustainable underlying/adverse impact at the transaction.
On the other hand, always a green investment/adverse impact possibility exists with the cash received from shorting a derivative instrument which is overlooked by ESAs in the proposed initiative.
However, it does not seem right to ignore short positions totally. As explained, derivatives have different working mechanisms than other assets and short positions can still contribute to ESG objectives/adverse impacts indirectly even if the corresponding underlying does not. As long as the shortened position is not “brown”, it is technically not contributing to adverse impacts and, if at the end, the cash from the transaction is used for green investment, that derivative technically allows a direct contribution to sustainability. In our view, adding short positions into the numerator is a good step, but realistic and practical implementations of it should be considered given its technical complexity. We urge ESAs to carefully scrutinise with the market players on the inclusion of short positions into the numerators.
Another aspect raised in the consultation under the netting methodology is the initiative proposing to not allow the netting to go below zero. We cannot assess the immediate consequences of this rule. We would suggest the ESAs not dive into too many technicalities before concluding the discussion about net long/short positions. We would rather suggest taking this “zero flooring” approach as a second step discussion afterwards. In addition, we would appreciate it if the ESAs could provide more examples on the zero-flooring initiative because the various approaches discussed render it difficult to imagine immediately how to make all these calculations practically, given the introduction of various amounts of new technical approaches in this consultation.
All in all, given the derivatives’ mechanism, the final decision of how to include derivatives into PAI ratios cannot be seen as either a black or white decision. Our suggestion is to take into consideration both, the benefits, and drawbacks, of both approaches and come to a conclusion which fits the entire market before mandating the current proposals. For the moment, we do not see merit in a single approach but, instead a flexible approach, especially based on the different dynamics of various asset classes, can be considered with all pros and cons.
IV. Scope of derivatives: On top of the netting discussion above, we would also like to state that we find it reasonable to include underlyings in companies’ “equity” and “debt” asset classes of the derivatives into PAI ratios. Companies are real actors of the economy able to influence the re-allocation of capital flows toward the green sectors and they are capable of ESG assessments. Hence, equity and debt asset classes are the most obvious ones that can create an impact on company financing and are assessable against the EU Taxonomy/sustainability objectives, more so than other derivatives. The most important thing to be cautious of is that the inclusion of these asset classes should be reflected proportionately also to the other sustainable ratios, i.e. Taxonomy-alignment and sustainable investment, for equal treatment and harmonisation purposes. 
V. Flexible methodologies are proposed to convert derivative positions into equivalent underlying positions in the portfolios: We emphatically commend the ESAs in proposing calculation methodologies to convert derivative positions into equivalent underlying positions to reflect derivatives’ exposures in portfolios. Until now, derivatives have not been the focus and therefore the approach to which they could be captured has been neglected. With the proposal at hand, the ESAs provide a very good basis to allow for flexibility to the market with the proposed conversion methodology regulations per different asset/sub-asset classes referenced under AIFMD. We would nonetheless like to highlight that extending conversion methodologies are a good starting point and mostly fit for purpose, we would also strongly encourage including risk-based methodologies regarding bond futures and interest rate futures such as the delta approach or DV01 (dollar duration). The reason is that specifically for bond futures and interest rate futures, risk-based methodologies reflect the sustainable investment exposures of derivatives in the portfolios in a way that is closest to the actual exposure. Given that the aim is to provide market participants with methodologies to be used in the most meaningful way to reflect sustainable investment exposures of derivatives, we would ask for the ESAs to take this point into consideration. In addition, we would like to have more clarification regarding the notion of “plain vanilla” derivatives mentioned in the methodologies list. Even if the industry has a general understanding, the corresponding law itself does not specify objectively which exact product falls into the plain vanilla category and which does not. For example, it is not clear to distinguish if an option on ETFs falls under the category of plain vanilla equity options or if equity total return futures fall under the category of single stock futures. We would appreciate some clarity on that point as well.
VI. Derivatives should not be looked at as causing potential greenwashing but in a comprehensive manner, including the contribution side: As expressed before, we strongly agree to include derivatives in the sustainable investment ratios. We advocate this position since derivatives can often contribute positively to sustainable investment, besides their potential negative contribution. However, the approach chosen by the ESAs is one-sided and focuses only on the negative contribution of derivatives due to the ESAs’ greenwashing concerns. The ESAs seem to insinuate greenwashing risks are caused by derivatives only, which results in the proposal of including derivatives in PAI ratios. To us, this is a false and misleading starting point. This motivation might cause continuing misunderstandings with regard to derivatives right from the onset in future greenwashing discussions under the SFDR/Taxonomy framework. If the motivation is to solve the greenwashing issue in the entire sustainable finance framework, the discussion should encompass a more comprehensive approach and should not lead to the misrepresentation of a certain asset class. Overall, we advocate that the ESAs should broaden their perspective also in the direction of derivatives’ positive contribution to sustainable investments, not only of potential greenwashing risks they could cause. In this way, the general asymmetry problem with derivatives’ inclusion into the sustainable investment ratios occurring due to a one-sided representation towards negatively contributing derivatives in this consultation could be solved. 
VII. It is misleading to include derivatives with any kind of underlyings into PAI calculations: The PAI calculations include “any derivative” (consultation document page 16, item 34) which seems rather misleading. The predominant reason is that some underlying asset classes are not included in the Taxonomy and SFDR scope since they are considered Taxonomy-neutral, such as interest rates, commodities, and foreign exchange. There might be limited or no KPIs identified for these asset classes by market players. Hence, it is questionable to include those derivatives in PAI ratios since they are not considered in any other sustainable ratios currently. A clarification and harmonization of scope are recommended.  
VIII.  ”All” derivatives should be included in PAI ratios, not only the physically-delivered ones: In the current proposal by the ESAs, for those derivative exposures which do not ultimately result in a physical investment in the underlying security by the counterparty – or any other intermediary in the investment chain – the FMP would be allowed to consider that a derivative investment does not result in an adverse impact and should therefore be allowed to exclude it from the numerator (consultation document page 16, item 34). However, this approach should be reconsidered by the ESAs, first of all for harmonization reasons, since there is no similar approach described for any other sustainable investment ratios. Secondly, the argument that including all derivatives, not only physically delivered ones, would be less limiting given the type of derivatives they are using currently. Based on the derivatives’ mechanism when deploying strategies and the purpose of their use, they contribute to sustainable investments i.e., the proceeds received from a cash derivatives transaction might in turn be used to invest in green companies. 
In our view, physical ownership is not a necessary criterion and/or evidence to demonstrate sustainable impacts. Therefore, its inclusion or exclusion should not be a condition for the calculation of ESG indicators such as PAI, Taxonomy-alignment or Sustainable Investment. Furthermore, derivatives help to share corporates’ business risk and modify the cost of capital (via changing the amount of capital available at a given cost). Whether cash or physically settled derivatives are used, they are optimising the cost of capital of firms which is equally important. Without enough capital investors would not be able to make sustainable investments.  Ultimately, effectively using derivatives allows to efficiently allocate capital, this holds true for general investments, but also in particular for sustainable investments.
<ESMA_QUESTION_SFDR_14>

1. : What are your views with regard to the treatment of derivatives in general (Taxonomy-alignment, share of sustainable investments and PAI calculations)? Should the netting provision of Article 17(1)(g) be applied to sustainable investment calculations? 
<ESMA_QUESTION_SFDR_15>
 First of all, similarly to Q14, we would like to repeat that we welcome the ESAs’ initiative to address the treatment of derivatives in sustainable finance. Until now, the understanding of whether derivative instruments contribute to the sustainable objectives of investors seemed disregarded. We consider this consultation a step in the right direction, after various consultations, discussions among market participants and the comprehensive work of experts in the ad-hoc platform of sustainable finance for Taxonomy regulation to envisage a comprehensive and proportionate approach for the inclusion of derivatives into the sustainable investment framework.   
From our perspective, the consultation forms a good starting point by addressing the issue with the inclusion of derivatives into sustainable ratios but, there seems to be an underlying misleading bias towards derivatives in general addressing PAI ratios vs. Taxonomy-alignment ratios and sustainable investment ratios. The proposed initiatives in this consultation do not treat negatively and positively contributing derivatives in sustainable investments equally and fairly across different sustainable investment ratios. To us, this is a prior problem to be solved before delving into the netting and conversion methodology discussions. ESAs’ one-sided consideration of negatively contributing derivatives into sustainability, PAIs, seems disconnected from all the past work done by the industry, i.e., ad hoc sustainable finance platform group, to show how derivatives positively contribute to and facilitate the sustainability and green transition. 
We would like to remind that having an increase in the level of sustainable investments and a decrease in adverse impacts of investments on the environment is the ultimate goal and all financial instruments without exception have the potential to serve this goal. In that sense, sustainable investment ratios cannot be treated separately. More specifically, PAI ratios, Taxonomy-alignment ratios, and shares of sustainable investment should be considered as different sides of the same coin. It is difficult for us to see the logic behind the way they are treated as if they are disconnected. In our view, this fundamental point is missing in the overall sustainable finance framework and creates an artificial gap between negatively and positively contributing derivatives into sustainable investment ratios.  
When we zoom into the chosen approach by ESAs for Taxonomy-alignment ratios and shares of sustainable investments, we see certain shortcomings. Derivative exposures are not treated as instruments contributing to sustainable investments if they amount to an equivalent long net exposure and it is deemed that they are being used only to inflate Taxonomy-alignment and/or sustainability ratios artificially. Contrarily, net short positions of derivatives are considered in Taxonomy and sustainable investment ratios to reduce the long net exposure on a given Taxonomy-alignment / SFDR sustainable investment issuer. This is an unfair approach as if derivatives in these ratios can only ever have negative ESG impacts but not positive ones. As discussed in Q14, further intelligence gathering on the netting approach for any derivatives, not only for PAIs or Taxonomy alignment ratios is required. As put forward in Q14, including only net long positions or both net long or short positions of derivatives into the numerators of sustainable investment ratios should be further scrutinised and exemplified. Once, a conclusion is reached, ideally the same approach should be reflected both on PAIs, Taxonomy-alignment ratios and sustainable investment ratios for harmonization and equal treatment. Thus, the current artificial gap created between the approaches taken towards the negatively and positively contributing derivatives could be closed. 
Lastly, we would like to highlight that the conversion methodologies proposed to translate derivatives into equivalent underlyings in PAI calculations are considered as an adequate starting point to be applied to Taxonomy-alignment and sustainable investment ratios. This would provide the same flexibility also for Taxonomy-alignment and sustainable investment ratios. Importantly, first, the netting methodology shall be identified, and once this has been established, we would support the proposal by the ESAs to use the conversion methodologies under AIFMD for all derivatives in sustainable ratios in general. However, we would also strongly recommend augmenting them with risk-based methodologies described in Q14, such as the delta and DV01 approaches. 
All in all, our general opinion regarding the treatment of derivatives is that an alignment in the netting and conversion methodologies for all sustainable investment ratios would be imperative to reflect both sides of the coin appropriately. Currently, we see an asymmetric approach. We understand the ESAs’ potential greenwashing concerns behind the initiatives but, to see the full and most realistic reflection of derivative exposures in all sustainable investment ratios and to find a balance in a meaningful direction, the best possible approach(es) should be seized. Only if this kind of harmonization is done, can derivatives be treated in the sustainable finance framework in a holistic manner. We would like to raise awareness that the adverse facet is only one side of the coin and that the ESAs should similarly expand also to review the treatment of derivatives in the scope of frameworks towards positive contributions in sustainable finance such as GAR/GIR in the Taxonomy scope. We would urge the ESAs to not only take initiative in the narrow scope of PAI, but to address the topic holistically. Addressing the subject only with regards to greenwashing and PAI overlooks other functions/purposes of derivatives, which are key objectives such as contributing to sustainability and lowering greenwashing risks.
<ESMA_QUESTION_SFDR_15>

1. : Do you see the need to extend the scope of the provisions of point g of paragraph 1 of Article 17 of the SFDR Delegated Regulation to asset classes other than equity and sovereign exposures?
<ESMA_QUESTION_SFDR_16>
 As mentioned in our responses to Q14 and Q15, we see both benefits and shortcomings of including net short positions into the numerators of sustainable investment ratios, and we see merit to scrutinise and finalise the decision with industry players based on their purposes on to use of derivatives. Provisions of point g of paragraph 1 of Article 17 of the SFDR Delegated Regulation are cross-referencing the Short-Selling Regulation ((EU) 236/2012) where netting methodologies for short positions are laid out. Before deciding on the appropriate legal cross-references to the Short Selling Regulation, we propose to first focus on deciding on the final netting methodology once more details have been clarified. Once it has crystallised which direction to take on netting, it then makes sense to refer to the appropriate laws and regulations.
<ESMA_QUESTION_SFDR_16>

1. : Do you agree with the ESAs’ assessment of the DNSH framework under SFDR?
<ESMA_QUESTION_SFDR_17>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_17>

1. : With regard to the DNSH disclosures in the SFDR Delegated Regulation, do you consider it relevant to make disclosures about the quantitative thresholds FMPs use to take into account the PAI indicators for DNSH purposes mandatory? Please explain your reasoning.
<ESMA_QUESTION_SFDR_18>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_18>

1. : Do you support the introduction of an optional “safe harbour” for environmental DNSH for taxonomy-aligned activities? Please explain your reasoning.
<ESMA_QUESTION_SFDR_19>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_19>

1. : Do you agree with the longer term view of the ESAs that if two parallel concepts of sustainability are retained that the Taxonomy TSCs should form the basis of DNSH assessments? Please explain your reasoning.
<ESMA_QUESTION_SFDR_20>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_20>

1. : Are there other options for the SFDR Delegated Regulation DNSH disclosures to reduce the risk of greenwashing and increase comparability?
<ESMA_QUESTION_SFDR_21>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_21>

1. : Do you agree that the proposed disclosures strike the right balance between the need for clear, reliable, decision-useful information for investors and the need to keep requirements feasible and proportional for FMPs? Please explain your answers.
<ESMA_QUESTION_SFDR_22>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_22>

1. : Do you agree with the proposed approach of providing a hyperlink to the benchmark disclosures for products having GHG emissions reduction as their investment objective under Article 9(3) SFDR or would you prefer specific disclosures for such financial products? Do you believe the introduction of GHG emissions reduction target disclosures could lead to confusion between Article 9(3) and other Article 9 and 8 financial products? Please explain your answer. 
<ESMA_QUESTION_SFDR_23>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_23>

1. : The ESAs have introduced a distinction between a product-level commitment to achieve a reduction in financed emissions (through a strategy that possibly relies only on divestments and reallocations) and a commitment to achieve a reduction in investees’ emissions (through investment in companies that has adopted and duly executes a convincing transition plan or through active ownership). Do you find this distinction useful for investors and actionable for FMPs? Please explain your answer.
<ESMA_QUESTION_SFDR_24>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_24>

1. : Do you find it useful to have a disclosure on the degree of Paris-Alignment of the Article 9 product’s target(s)? Do you think that existing methodologies can provide sufficiently robust assessments of that aspect? If yes, please specify which methodology (or methodologies) would be relevant for that purpose and what are their most critical features? Please explain your answer. 
<ESMA_QUESTION_SFDR_25>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_25>

1. : Do you agree with the proposed approach to require that the target is calculated for all investments of the financial product? Please explain your answer.
<ESMA_QUESTION_SFDR_26>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_26>

1. : Do you agree with the proposed approach to require that, at product level, Financed GHG emissions reduction targets be set and disclosed based on the GHG accounting and reporting standard to be referenced in the forthcoming Delegated Act (DA) of the CSRD? Should the Global GHG Accounting and Reporting Standard for the Financial Industry developed by PCAF be required as the only standard to be used for the disclosures, or should any other standard be considered? Please justify your answer and provide the name of alternative standards you would suggest, if any. 
<ESMA_QUESTION_SFDR_27>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_27>

1. : Do you agree with the approach taken to removals and the use of carbon credits and the alignment the ESAs have sought to achieve with the EFRAG Draft ESRS E1? Please explain your answer.
<ESMA_QUESTION_SFDR_28>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_28>

1. : Do you find it useful to ask for disclosures regarding the consistency between the product targets and the financial market participants entity-level targets and transition plan for climate change mitigation? What could be the benefits of and challenges to making such disclosures available? Please explain you answer.
<ESMA_QUESTION_SFDR_29>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_29>

1. : What are your views on the inclusion of a dashboard at the top of Annexes II-V of the SFDR Delegated Regulation as summary of the key information to complement the more detailed information in the pre-contractual and periodic disclosures? Does it serve the purpose of helping consumers and less experienced retail investors understand the essential information in a simpler and more visual way?
<ESMA_QUESTION_SFDR_30>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_30>

1. : Do you agree that the current version of the templates capture all the information needed for retail investors to understand the characteristics of the products? Do you have views on how to further simplify the language in the dashboard, or other sections of the templates, to make it more understandable to retail investors?
<ESMA_QUESTION_SFDR_31>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_31>

1. : Do you have any suggestion on how to further simplify or enhance the legibility of the current templates?
<ESMA_QUESTION_SFDR_32>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_32>

1. : Is the investment tree in the asset allocation section necessary if the dashboard shows the proportion of sustainable and taxonomy-aligned investments?
<ESMA_QUESTION_SFDR_33>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_33>

1. : Do you agree with this approach of ensuring consistency in the use of colours in Annex II to V in the templates?
<ESMA_QUESTION_SFDR_34>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_34>

1. : Do you agree with the approach to allow to display the pre-contractual and periodic disclosures in an extendable manner electronically?
<ESMA_QUESTION_SFDR_35>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_35>

1. : Do you have any feedback with regard to the potential criteria for estimates?
<ESMA_QUESTION_SFDR_36>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_36>

1. : Do you perceive the need for a more specific definition of the concept of “key environmental metrics” to prevent greenwashing? If so, how could those metrics be defined?
<ESMA_QUESTION_SFDR_37>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_37>

1. : Do you see the need to set out specific rules on the calculation of the proportion of sustainable investments of financial products? Please elaborate.
<ESMA_QUESTION_SFDR_38>
 For derivative instruments, we do not see the need to set out specific rules on the calculation of the proportion of sustainable investments. As we explained in detail in our responses to Q14 and Q15, we propose to use a single methodology applicable to derivatives in all sustainable investment ratios without exemption. After agreeing on the right netting approach, that approach can also be used for the calculation of the proportion of the sustainable investments of derivatives. The AIFMD-based conversion methodologies to translate these derivatives into equivalent underlyings and augmented by risk-based methodologies, as put forward in the response to Q14, could similarly also be used for these ratios. Different treatments in different ratios undermine the fair approach and holistic structure of the overarching sustainable investment framework.
<ESMA_QUESTION_SFDR_38>

1. : Do you agree that cross-referencing in periodic disclosures of financial products with investment options would be beneficial to address information overload?
<ESMA_QUESTION_SFDR_39>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_39>

1. : Do you agree with the proposed website disclosures for financial products with investment options?
<ESMA_QUESTION_SFDR_40>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_40>

1. : What are your views on the proposal to require that any investment option with sustainability-related features that qualifies the financial product with investment options as a financial product that promotes environmental and/or social characteristics or as a financial product that has sustainable investment as its objective, should disclose the financial product templates, with the exception of those investment options that are financial instruments according to Annex I of Directive 2014/65/EU and are not units in collective investment undertakings? Should those investment options be covered in some other way?
<ESMA_QUESTION_SFDR_41>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_41>

1. : What are the criteria the ESAs should consider when defining which information should be disclosed in a machine-readable format? Do you have any views at this stage as to which machine-readable format should be used? What challenges do you anticipate preparing and/or consuming such information in a machine-readable format?
<ESMA_QUESTION_SFDR_42>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_42>

1. : Do you have any views on the preliminary impact assessments? Can you provide estimates of costs associated with each of the policy options?
<ESMA_QUESTION_SFDR_43>
TYPE YOUR TEXT HERE
<ESMA_QUESTION_SFDR_43>
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