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A GUIDE TO THE EU SUSTAINABLE FINANCE 
DISCLOSURE REGULATION

The Sustainable Finance Disclosure 
Regulation (SFDR), also known as Disclosure 
Regulations, came into force on 10th March 
2021, imposing new transparency and 
sustainability-related disclosure 
requirements to the financial services 
sector. Despite a recently announced delay 
and reduction in the number of disclosures 
that organisations are required to make (32 
down to 15), financial service providers will 
still be required to make ‘principle’-based 
sustainability disclosures from this month 
onward at both product and corporate 
level.

WHAT IS THE EU SFDR? 

SFDR is a new regulation requiring financial 
service providers and owners of financial 
products to assess and disclose 
environmental, social, and governance 
(ESG) considerations publicly.

The regulation is directed at Financial 
Market Participants (FMPs), including firms 
who oversee financial transactions (e.g. 
fund managers or pension providers) or 
advise on investment strategy (e.g. banks 
and investment firms) and their products 
(e.g. investment and mutual funds, 
insurance-based investment products and 
advice, and pensions).

WHAT MUST FIRMS DISCLOSE?

The SFDR disclosure obligations are divided into three categories:

2
0

2
2

THE SFDR TIMELINE

The principal adverse 

impacts of investment 

decisions on sustainability 

factors 

Obligated firms must disclose the 

potentially negative consequences an 

investment decision may have on 

sustainability factors and how they are 

mitigating the impacts. These 

sustainability factors include 

environmental aspects, such as energy 

performance and water usage, as well 

as social aspects like employee 

matters and respect for human rights.

Large companies or the parent 

undertaking of a large group (with 

>500 employees) must publish this 

information on their websites. Firms 

with <500 employees can use a comply 

or explain rule, meaning that they can 

either explain their adverse impacts 

and subsequent mitigation strategies 

or explain why these are not 

considered. 

01 Considering sustainability 

(ESG) risk

From March 2021, firms will need to 

disclose where an ESG event could 

negatively impact material 

investment and align their 

remuneration policies with 

sustainability risk management. 

This involves firms stating how their 

remuneration policies are consistent 

with the integration of sustainability 

risk into key investment decisions. 

Firms will be required to publish an 

updated policy or statement detailing 

how the policy is consistent with 

integrating sustainability risks on 

their website.

02 Product-specific obligations

Where a product is categorised as an 

Article 8 or Article 9 product (see 

below), additional disclosures need to 

be made. These will eventually be 

enforced by the delayed Regulatory 

Technical Standards (now expected in 

January 2022).

• Article 8 products: financial 

products where the primary 

objective is not sustainable 

investment but promote, among 

other things, environmental or 

social characteristics.

• Article 9 products: financial 

products with sustainable 

investment as its core objective.
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WHAT SHOULD FIRMS DO 

NOW?

While further industry guidance is expected, 

firms can take the following proactive steps 

now to ensure smooth implementation of the 

SFDR:

• Review your European footprint. Firms 

should clarify which of their EU investors 

and clients or their EU regulated activities 

and products will fall under the SFDR.

• Review potential Article 8 or Article 9 

products. Prepare these products to be held 

against the higher disclosure standards by 

reviewing any marketing documents and 

assessing if any additional product 

disclosures need to be made. 

• Undertake a gap analysis. An understanding 

of the steps the firm is currently undertaking 

is essential to be able to project the scale of 

the task ahead. Firms need a clear 

understanding of how they currently disclose 

their sustainability risks to investors and 

clients and where the gaps lie for SFDR 

compliance.

HOW CAN ANTHESIS HELP?

Anthesis’ Strategy, Brand and ESG team can 

help to align corporate sustainability and 

private equity strategy against the ever-

changing landscape of standards and 

regulations. This support can involve an 

assessment of materiality, benchmarking and 

peer reviews, ESG metrics and KPI setting, 

annual report writing and conducting climate 

risk assessments in line with the 

recommendations of the TCFD.
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WHICH FMPS ARE IMPACTED?

• EU regulated FMPs

• Non-EU FMPs with European connections

• UK FMPs when providing services into the EU post-
Brexit

The SFDR has not been retained in UK law during the 
Brexit process. However, a UK-specific regime similar to 
the SFDR will be developed between 2021 and 2022 
according to the European Leveraged Finance 
Association. Currently, if a UK firm is providing services 
into the EU, it is considered likely that the SFDR will still 
need to be adhered to as best practice and to facilitate 
access to investor capital. 

A firm that has no European connections, no marketing 
in the EEA, and whose European clients do not require 
the firms’ compliance with the SFDR because they have 
their own regulation e.g., in the reverse solicitation 
process, may be exempt from the SFDR. However, best 
practice and market expectations may still influence 
their approach to ESG reporting.

HOW DO FIRMS NEED TO REPORT?

FMPs can adhere to their disclosure obligations through 

three reporting channels:

• Mandatory website disclosures. Firms can disclose in 

detail both the remuneration policies that integrate 

sustainability risk management into investment 

processes and due diligence activities addressing the 

principle adverse impact of investment decisions on 

sustainability risk on their website.

• Pre-contractual disclosures. Mostly for financial 

products, firms must disclose the integration of 

sustainability risk management of the product, for 

example in marketing materials and private placement 

memorandums.

• Periodic reporting to investors. This involves 

reporting the adverse impact of investment decisions on 

sustainability risk directly to their investors.

To find out more about how we can 

support you, contact:

Sarah Gilby

Technical Director

Sarah.Gilby@anthesisgroup.com
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