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The ten actions of the EU initial Action Plan 

EU Action Plan on Sustainable Finance

1: Establishing an EU classification system 
for sustainable activities

2: Creating standards and labels for green 
financial products

3: Fostering investment in sustainable 
projects

4: Incorporating sustainability when providing 
financial advice

5: Developing sustainability benchmarks

6: Better integrating sustainability in ratings 
and market research

7: Clarifying institutional investors' and 
asset managers' duties

8: Incorporating sustainability in prudential 
requirements

9: Strengthening sustainability disclosure 
and accounting rule-making

10: Fostering sustainable corporate 
governance and attenuating short-
termism in capital markets

Source: EU Action Plan on Financing Sustainable Growth, 2018

Reorient capital flows towards 
sustainable investment in order 

to achieve sustainable and 
inclusive growth

Manage financial risks stemming 
from climate change, resource 

depletion, environmental 
degradation and social issues

Foster transparency and long-
termism in financial and 

economic activity
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Sustainable Finance, the four pillars …

SFDR Taxonomy
DA

MiFID/IDD
UCITS/AIFM

CSRD

Disclosure - financial 
products

Framework - define 
environmentally 
sustainable activities

Requirements -
distributors, managers 

Disclosure - corporates
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Key regulatory requirements

All financial products
Sustainability risks

Principal Adverse Impact

Products disclosure

10 March 2021

1 January 2023

Environmental 
products

Alignment disclosure 

1 January 2022

1 January 2023

MiFID, UCITS manco, 
AIFM

Sustainability preferences

Sustainability risks

Principal adverse impact

2 August 2022
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Ask investors 
sustainability
preferences

Product 
governance

Sustainability 
disclosures

Moving forward …
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SFDR, myths 
and realities
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The entity disclosures

Applicable to managers and advisers

7

Less than 500 
employees

More than 500 
employees

10.03.21

10.03.21

10.03.21

10.03.21

Comply or 
explain

30.06.21

Sustainability 
risks

Remuneration 
pol.

Adverse 
impact

From ESG to sustainable finance December, 2020
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SFDR disclosure 

Sustainability risks 
(art.6)

How integrated in IM?

Assessment of likely impact

Article 6 apply to all funds

“Promote, amongst 
other, environmental 

or social 
characteristics”

Disclosure in prospectus, 
website + annual report

= ESG funds (binding)

“Sustainable 
investments ”

Disclosure in prospectus, 
website + annual report

= contributes  to 
sustainability objective + 

reports impact
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Sustainability 
preferences

9
June 2022SFAP and SFDR



PwC

MiFID II – Sustainability Preferences
Sustainability preferences will impact product design

one or more of 
these financial 

instruments

Minimum proportion in environmentally 
sustainable investments (EU Taxonomy)

Minimum proportion in 
sustainable investments (SFDR)

Consideration of PAIs 
as determined by the (potential) client

Does the (potential) client want one or more of the following 
financial instruments integrated into his/her investment?

Assessment of (potential) client’s 
sustainability preferences

“a financial instrument for which the 
client or potential client determines that 
a minimum proportion shall be invested 
in environmentally sustainable 
investments as defined in Article 2, point 
(1), of Regulation (EU) 2020/852 of the 
European Parliament and of the Council”

“a financial instrument for which the 
client or potential client determines that 
a minimum proportion shall be invested 
in sustainable investments as defined in 
Article 2, point (17), of Regulation (EU) 
2019/2088 of the European Parliament and 
of the Council”

“a financial instrument that considers
principal adverse impacts on 
sustainability factors where qualitative or 
quantitative elements demonstrating that 
consideration are determined by the 
client or potential client”

1 2 3
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Taxonomy 
alignment
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Biodiversity and 
ecosystems

Climate change 
mitigation

Protection of 
water and 
marine 
resources

Pollution 
prevention and 
control

Transition to 
circular 
economy

Climate change 
adaptation

6 environmental objectives

How to define a sustainable activity / asset? 

For an economic activity to be considered sustainable, it has 
to comply with four different conditions:

1.Make a substantive contribution to one of the 6 
environmental objectives

2.Do not significantly harm to the other 5 

3.Meet minimum safeguards (OECD guidelines on 
multinational enterprises and the UN Guiding 
Principles)

4.Comply with the technical screening criteria

4 conditions



Biodiversity and 
ecosystems

Climate change 
mitigation

Protection of 
water and 
marine 
resources

Pollution 
prevention and 
control

Transition to 
circular 
economy

Climate change 
adaptation

6 environmental objectives

The Taxonomy framework is not yet complete…

Current regulation Proposals…

TSC approved 
(~ 90 activities)

TSC TBC 
(1/1/23)

Social Taxonomy

Extended Taxonomy
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Sustainable 
investments
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Sustainable investment (Based on SFDR)
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PAI 
consideration
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Key concepts

Sustainability factors
• Environmental, social and employee matters, respect for human rights, anti-corruption 

and anti-bribery matters

Principal Adverse Impact on sustainability factors
Principal Adverse Impact of investment decision on sustainability factors
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In practice

ESA draft RTS on disclosure 
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The timeline 
chaos
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Sustainable finance
Financial sector cannot deliver on SF without sufficient, reliable and 
comparable sustainability data from investee companies

Investee companies

Manager

Investors

NFRD -> CSRD

SFDR

20
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Companies are not yet required to report on Taxonomy 
alignment

21

31/12/22 31/12/23 31/12/24 31/12/25 31/12/26

Very large 
listed non-

financial EU 
companies

Very large 
listed

financial EU 
companies

Large 
EU 

companies
(TBC)

Listed EU 
SME
(TBC)
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1/1/2022 1/1/2023

SFDR report (L1) SFDR/TR L2 
Pre-contractual

Website

2/8/2022

PAI deadline
TR other Products

(SFDR/Taxonomy)

TR climate (L1)

MiFID/IDD
Managers, Distributors,
Insurers

Sustainability 
preference 
(2/8/2022)

The timeline Chaos

Minimum % Taxonomy aligned

Minimum % Sustainable investment

PAI consideration

Distributors and insurers will require key data ahead of 2023 
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Obtain 
sustainability 

indicators 
information

Product 
disclosure

(SFDR template)

Match products 
with 

sustainability 
preferences

The timeline chaos …
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Questions?
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