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Executive Summary

The European Commission's 2018 Action Plan sought to channel EU household
savings into sustainable investments to help close the €1.2 trillion annual funding
gap for the 2030 climate targets. Key regulatory reforms (SFDR, MiFID II, IDD)
required integrating sustainability preferences into financial advice and product
governance. To assess their effectiveness, the Sustainable Finance Observatory
conducted one of Europe's largest research programmes (2017-2024), analysing
investor demand, product supply, and advisory practices across 14 Member States.

Kev Findings:

Retail Investor Demand: Strong but Untapped

74% of EU retail investors have sustainability-related objectives (i.e. value
alignment and/or impact), yet in key markets only 19% hold sustainable
financial products, revealing a significant attitude-behaviour gap.

Despite increased average allocations towards sustainable products post-
regulation, we expect that a multi-trillion EUR market remains untapped.

Key barriers preventing retail investors from walking their talk include limited
expertise, high information costs, and a lack of trust in the credibility of
sustainable financial products.

A Deficient Advisory Process

In 57% of advice meetings (2022-2024), sustainability preferences were not
automatically assessed.

In 54% of German cases, advisors altered client preferences while in 53% of
French cases, unsubstantiated impact claims were made.

Advisor knowledge has improved overall but remains weak on investor
impact across Member States.

Structural Misallocation of Impact-Oriented Capital

51% of EU retail investors want to generate real-world impact with their
savings, but impact products make up only 0.7-1.3% of the market in key
countries such as Germany and Austria.

A majority of impact-oriented investors are willing to pay for real-world
impact but mistakenly believe that low-carbon funds directly reduce
emissions, making them vulnerable to misleading claims and potential
exploitation.



27% of 450 Art. 8 and 9 funds reviewed in 2023 made explicit environmental
impact claims — none substantiated, while 76% of investors expected real
impact from such claims.

Regulatory and Conceptual Gaps

The definitions of “sustainability preferences” or “sustainable investments”
exclude impact-generating investments, misaligning with 51% of investor
objectives.

MIFID Il and SFDR lack definitions for sustainability-related objectives,
leading to inconsistent classification and advice.

Oversight and enforcement remain inadequate across the EU, allowing
persistent compliance failures and greenwashing risks.

Policy Recommendations:

1.

Any new approach to sustainable financial product categorisation must
be based on retail investors’ sustainability-related objectives and
integrate the concept of “investor impact”/”impact generating
investments”.

Adapt the MIFID II/1DD sustainability preference categories to the new
SFDR categorisation approach and clarify the definition of sustainability-
related objectives at the earliest opportunity.

Ensure that ESMA's proposed Common Supervisory Action is carried out
as a matter of urgency and to the most comprehensive degree possible.

Use the measures to improve knowledge and competence of financial
advisors announced under the Retail Investment Strategy to define
precise and comprehensive requirements around sustainable finance
knowledge and competence.

Launch comprehensive public education initiatives to enhance
sustainable finance literacy among European retail investors.
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In 2018, the European Commission launched the Action Plan on Financing
Sustainable Growth, aiming to reorient capital flows towards sustainable
investments, manage financial risks stemming from environmental and social
challenges, and foster transparency and long-termism in financial and economic
activity. A cornerstone of the Action Plan was the vision that capital markets —
particularly through retail investor engagement — could play a pivotal role in
supporting a sustainable economic transition. The Action Plan* aims to mobilise
the investment needed to implement the EU Green Deal, which requires an
estimated €1.2 trillion of additional annual investment to meet 2030 climate

targets.?

To achieve this, the Action Plan emphasised the mobilisation of EU household
savings — a vast and largely untapped reservoir of financial capital — towards
sustainable economic activities. This ambition led to a series of regulatory
interventions, notably the Sustainable Finance Disclosure Regulation (SFDR), as
well as changes to MiFID Il and the Insurance Distribution Directive (IDD). These
changes introduced a mandatory assessment of client sustainability preferences
into the financial advice process and were further consolidated under the Retail
Investment Strategy, where sustainable investing was reframed as a consumer

protection priority.

To evaluate whether these regulatory changes
have met the desired policy objective, The SF
Observatory has conducted one of the largest
European research programmes on the demand,
distribution and supply of sustainable financial
products between 2017-2025.3 This includes
quantitative surveys, qualitative interviews/focus
groups, and mystery shopping exercises across 14
Member States. Our work investigates whether the
regulatory changes have succeeded in aligning
financial advice, product supply, and investor
demand with the stated goal of reallocating capital
toward sustainability. In this report, we present the
main findings of our research and critically assess
the operability and effectiveness of the policy tools
introduced to support sustainable retail investing.

B Survey, Interviews /
Focus Groups

M Survey, Mystery
Shopping Visits

B Survey, Interviews /
Focus Groups /

Mystery Shopping
Visits

&

! Together with the following Strategy for financing the transition to a sustainable economy
2 Platform on Sustainable Finance (2025): Monitoring capital flows to sustainable investments
3 The SF Observatory made most of the methodologies and produced data publicly available on

github.com/SFObservatory/Data.SFO
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1. What retail investors in Europe want

2.1. Financial and sustainability-related objectives

When investing in financial products, investors may be driven by both financial
and non-financial motivations.# Financial motivations typically involve the pursuit
of returns and minimising risk ‘while acknowledging the traditional trade-off: the
higher the risk, the higher the potential return).

However, academic research reveals that many investors are also guided by
non-financial motivations, such as the desire to “be good"” and/or “do good."s
These motivations can be described as ethical imperatives and contribute to
the investor's utility function by delivering non-financial value.®

On one hand, some investors might adopt a deontological (Kantian) rationale. This
means they aim to align their investments with their ethical principles, regardless
of whether their actions result in real-world impact. Such alignment can be
operationalised through negative screening (excluding companies or sectors that
conflict with personal values) and/or positive screening (including only companies
that reflect personal values).”

On the other hand, other investors might adopt a consequentialist rationale. These
investors seek to have a causal, positive impact on the real economy through their
investments.t This form of motivation underlies impact-generating strategies,
which have the potential to achieve (additional) change in investee companies'
economic activities. Practitioners and researchers have identified the different
impact mechanisms to achieve this objective:®

=  Grow new/undersupplied markets
» Provide flexible capital
= Active engagement

=  Stewardship

4 See for instance, Riedl/Smeets (2017): Why Do Investors Hold Socially Responsible Mutual
Funds? or Bauer et al. (2021): Get Real! Individuals Prefer More Sustainable Investments

5 See for instance, Busch et al. (2021): Impact investments: a call for (re)orientation

or Bonnefon et al. (2025): The moral preferences of investors: Experimental evidence

® See for instance, Pedersen/Fitzgibbons/Pomorski (2020): Responsible investing: The ESG-
efficient frontier or Goldstein et al. (2022): On ESG Investing: Heterogeneous preferences,
information and asset prices

7 See for instance, Pastor et al. (2021): Sustainable Investing in Equilibrium or Riedl/Smeets (2017):
Why Do Investors Hold Socially Responsible Mutual Funds?

8 See for instance, Heeb et al. (2021): Do Investors Care About Impact? or Oehmke/Opp (2024): A
Theory of Socially Responsible Investment

9 See for instance IMP (2019): A Guide to Classifying the Impact of an Investment or Kélbel et al.
(2020): Can Sustainable Investing Save the World? Reviewing the Mechanisms of Investor Impact

8
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= Non-financial support
= Signalling

= Market signalling

=  Non-market signalling

Growing new/undersupplied markets, providing flexible capital and non-financial
support are mechanisms which are typically applied by primary market financial
instruments. In contrast, investor stewardship and market signalling are more
relevant for secondary market investments.** However, empirical studies show
significantly higher confidence in the capacity of collaborative stewardship to
deliver real world impact compared with coordinated market signalling.*

Against this backdrop, the concept of financial (i.e. maximising risk-adjusted
return) and sustainability-related investment objectives (i.e. value-alignment
and impact) has been increasingly referenced by regulators, industry
organisations and experts in recent years.

In Switzerland, the Swiss Asset Management Association has introduced a self-
regulatory initiative to combat greenwashing. This initiative mandates that any
financial product marketed as sustainable must clearly disclose its sustainability
objective(s) beyond financial return. These objectives are defined as:

i. alignment (including transition) with one or more specific sustainability goals (i.e.
value-orientation), or/and

ii. contribution to the achievement of one or more specific sustainability goals (ie.
positive impact).*

In the UK, the FCA has introduced a labelling regime to categorise financial
products according to their sustainability objectives. The aim is to ensure that any
financial product marketed as sustainable clearly reflects the diverse needs and
preferences of investors, including i) Risk management ii) Values iii) Opportunities iv)
Positive sustainability outcomes.®

In the EU, the European Supervisory Authorities (ESAs) acknowledge in their Joint
Consultation Paper on PRIIPs with Environmental or Social Objectives, that retail
investors may seek not only financial returns but also to align their investments
with their personal values or to generate a measurable impact.* More recently,
Eurosif together with University of Hamburg introduced a classification scheme for

© Heeb/Kdlbel (2020): The Investor's Guide to Impact

% SF Observatory (2024): Collective investor impact in secondary markets

2 AMAS (2024): Self-regulation on transparency and disclosure for sustainability-related collective
assets

13 FCA (2023): Sustainability Disclosure Requirements (SDR) and investment labels

“ ESAs (2017): Joint Consultation Paper on PRIIPs with environmental or social objectives



stainable finance

SERVATORY

sustainable investments that differentiates investment categories based on their
underlying objectives. This framework distinguishes between three types of
objectives:

(1) The adherence to specific personal values or norms,
(2) the reduction of financial risk or improvement of financial performance, and

(3) the contribution to solving real world challenges in the ecological and/or social
context.™

Finally, the EU Platform on Sustainable Finance's recommendations for the future
SFDR categorisation scheme for sustainable financial products emphasises that
the approach should be consistent with investors objectives of value-alignment
and/or impact.*®* The table below describes which of the Platform’'s recommended
product categories should address investors' sustainability-related objectives:”

Unclassified
products
Certain types Certain types v X

ESG collection

Investors’ perspective Transition Sustainable

Certain types Certain types v X

X v X X

Certain types Certain types X X

Certain types Certain types X X

\J v v V

Source: Platform on Sustainable Finance (2024); Categorisation of Products under the SFDR

While academics have mostly scrutinised impact and value objectives separately
in the past, new research papers stress the importance to put both sustainability-
related objectives at the core of any analysis of investor behaviour or market
outcomes.®® In the same vein, we believe that assessing the full investor profile
might increase the explanatory power of research within sustainable finance and
enable better matching of the sustainability-related objectives of financial
products with those of retail investors.

5 Busch et al. (2022): Classification Scheme for Sustainable Investments - White Paper

1 Platform on Sustainable Finance (2024): Categorisation of Products under the SFDR

7 Platform on Sustainable Finance (2024): Categorisation of Products under the SFDR: Proposal of
the Platform on Sustainable Finance

8 See for instance, Yang/Yasuda (2024): Decoding Sustainable Investment Strategies: Bridging
Intentions and Actions or Shanker (2024): Ethics and Externalities

10
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In 2019, the SF Observatory developed its first survey methodology to assess
the financial and sustainability-related objectives of retail investors. With
continual testing and refinement, we improved the survey methodology and
have run one of the largest European survey projects® on sustainability-
related objectives of retail investors across 14 Member States between 2021-
2024.

One goal of our surveys was to create a comprehensive overview of the financial
and sustainability-related objectives and priorities of retail investors across
Europe. In the surveys we first showed all participants an educational video about
the different financial and sustainability-related objectives (i.e. maximising financial
return, value alignment and impact). In a next step, we asked all participants a
series of questions regarding their financial and sustainability-related objectives
for different financial goals attached to their savings (e.g. save for retirement,
generate a precautionary buffer, increase personal wealth, finance personal
projects etc.). We wanted to test whether financial and sustainability-related
objectives differ between financial goals. If survey participants ranked more than
one financial and sustainability-related objective as important, we asked to
prioritise them in a follow up question. Figure 1 below shows the aggregated
results on the financial and sustainability-related objectives and their priorities for
all survey respondents (please find country specific results in Annex 1). For each
survey participant we aggregated the investment objectives across all relevant
financial goals into one investor profile. In fact, the financial and sustainability-
related objectives remained in almost all cases relatively stable across financial
goals.®°

9 Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under “Survey_ESIP_2021", "EEI_2022", "EUKI_2022",
‘Survey_sustainability_2023 *, “Survey_sustainability _france_2024" in
github.com/SFObservatory/Data.SFO

2 |bid

11
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Figure 1: Investor objectives profiles in Europe (EU 14)

Investor objectives profiles in Europe

4%2% 13%

B Mix of value-alignment, Mix of value-alignment Mix of value-alignment
impact and return and return and impact
Pure value-alignment B Mix of impact and return Pure impact
B Pure return B No clear profile 1/2
have impact
Objective priorities per rank objectives

49% 44% 44% 2/3 have value-
alignment objectives
— 30% 27% 2% 27%
20% 3/4 have sustainability-
related objectives AN
1 2 3
Impact Value-alignment B Return

Note: Countries: Denmark, Estonia, Germany, Greece, Ireland, Romania, Czech Republic, Belgium,
Italy, Netherlands, Poland, Spain, Sweden, France; N=14109; year: 2021-2024. Percentages may not
total 100% due to rounding.

Below, we extract select quotes from our interviews and focus groups in France
which show anecdotally what retail investors with different objective profiles think:

Mix of return, Men - 35 Mix of return
value-alignment and impact and value-alignment
"Since it's a financial product, I'll stick with Pure impact "The first thing is to get a
returns. [...] And | always stay with values "For me, impact is bringing | =iljia) o=l b s=h 18 [t
afterwards, i.e. | would invest in something that something concrete to But of course, I'd also look
corresponds to my personal values. And what’s others. Like supporting at the company—if it fits
more, if it contributes to a change in the real access to clean water in with my personal values,
economy, we've come full circle, it’s perfect.” RNECLY e Ne gl IS then it’s perfect.”
gives meaning to
Women - 53 the investment.” Women - 53
Men - 27
Women - 35
Mix of impact and return
Mix of value-alignment e " )
and impact "If/l hagj to choose, I'd be m;)re Pure Value-alignment
. inclined to encourage growth, to " 3
*I'm going to focus more on ge g | always act according to my
, help startups. That idea appeals values. If a client’s business
values. [...] I'd rather have a . ) . g
bank that 13 but fo me. Especially in sectors like doesn't align—like a
mvegtr; i aogsysr C:ijeec gs[:S ]Lz{ha” solar energy—it’s important, and | slaughterhouse—| refuse to
gooa proj hope there can still be a return too.” work with them, even if it

a bank that pays me 4% more a
year but invests in oil, in Total.” Wi
omen - 64

means earning less.”

12
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Across all countries in our sample, 13% of retail investors stated that maximising
financial returns was their only important objective (therefore considering
sustainability-related objectives was not relevant). Another 13% had no clear
profile for their investments, stating that no investment objective was important or
very important.

In contrast, 74% of retail investors had sustainability-related objectives in
combination with (in most cases) the objective to maximise returns. Indeed, the
most prominent profile (40%) was retail investors who state that all financial and
sustainability-related objectives are important for their investments, thus seeking
to maximise returns while aligning with their values and achieving impact.

When we look across all investor profiles, 51% of retail investors want to have
impact with their savings (mostly in combination with other investment
objectives). Value-oriented investors are an even bigger group with 68% of
retail investors who wanted to align their savings with their values.

If respondents had at least two financial and sustainability-related objectives and
they had to prioritise their objectives, 49% of them stated that their financial
objective had priority, while value-alignment ranked second (32%) and impact
third (20%). However, the results also show that around half of all sustainability-
oriented retail investors prioritise their sustainability-related objectives over
maximising financial returns.

Several studies confirm that retail investors are willing to pay for sustainability.*
Nevertheless, most studies do not systematically assess the specific
sustainability-related objectives of participants. As a result, they fall short in
explaining which sustainability-related objectives (i.e. impact and/or value-
alignment) motivate retail investors to accept potential trade-offs in returns. In our
view, this lack of granularity hampers a deeper understanding of the conditions
under which retail investors are willing to compromise on financial performance.
Therefore, more research is needed to unpack the trade-offs retail investors are
willing to make across different financial and sustainability-related objectives.?

2 For instance, Bauer et al. (2021): Get Real! Individuals Prefer More Sustainable Investments or
Gutsche/Wetzel/Ziegler (2023): Determinants of individual sustainable investment behavior - A
framed field experiment

22 For instance, find a novel approach which assesses trade-offs between different investment
objectives in a choice-based-conjoint analysis in Boos et al. (2024): Nachhaltigkeit in der Saule 3a

13
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2.2. Value-oriented investors

As mentioned before, value-oriented investors can achieve their objective with
financial products which exclude companies or sectors which conflict with
personal values and/or which include only companies that reflect those values. In
a 2021 survey conducted in 6 Member States®, we wanted to understand the
strategy preferences of retail investors who seek investments which are aligned
with their values (as a stand-alone or mixed objective). In a first step, we showed
all survey participants an educational video about different sustainable investing
strategies. Afterwards, we asked value-oriented investors about their level of
interest in the following strategies: exclusion, best-in-class or thematic
investments. We merged the preferences for best-in-class and thematic
investments to “alignment’ strategies, since both strategies allow investment
exposure to fully sustainable or relatively sustainable companies and were almost
equally important for the respondents.

Figure 2: Strategy preferences of value-oriented investors (EU 6)

Alignment and Exclusion 72,
Exclusion 20

Alignment Qo

Note: Countries: Germany, Greece, Estonia, Ireland, Romania, Denmark; N=2095; year: 2021.
Percentages may not total 100% due to rounding.

While 72% of value-oriented investors preferred both channels for their
investments, 20% were only interested in exclusion and a minority of 9% were
only interested in alignment.

We further asked this group of respondents about their specific exclusion topics.
Figure 3 shows the results for the stated importance for specific exclusion topics
across all 6 countries in the sample:

2 Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under “Survey_ESIP_2021" in github.com/SFObservatory/Data.SFO
24 Note: Percentages may not total 100% due to rounding.

14
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Figure 3: Exclusion topic preferences (EU 6)

Human rights violations in the supply chain
Accounting fraud
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o
N
o
B
o
=]
o
[=]
o
s
[=]
o

B Not at all important I Not so important Neutral Moderately important B Very important

Note: Countries: Germany, Greece, Estonia, Ireland, Romania, Denmark; N= 1763; year. 2021

Exclusion topics were highly heterogenous among individual retail investors in our
sample. Yet, when we aggregate the results across all respondents and countries,
social topics such as human and labour rights violations or accounting and tax
fraud were ranked as most important. In general, almost all exclusion topics were
ranked at least as moderately important by 50% of the respondents.

However, what activities are effectively excluded strongly depends on the scope
of the value chain (i.e. upstream/production/downstream) which is covered by
the exclusion threshold. Our survey?: in Germany seeks to understand the scope
of exclusion preferences of retail investors for their most relevant topics. A slight
majority of respondents wanted to exclude the full value chain—with zero revenue

% Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under “Exclusion_Germany_2021" in
github.com/SFObservatory/Data.SFO
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tolerance—for their most important exclusion topics, meaning they preferred not
to invest in any company deriving even minimal revenue from these activities at
any stage of production or distribution. Yet, if we showed respondents concrete
examples of companies which would be excluded in the case of full exclusion
(e.g. a paper company which also produces packaging for cigarettes or a train
company which also transports weapons and tanks), more respondents were
willing to include those companies. This echoes findings from a series of focus-
groups which we conducted in different EU countries focusing on exclusions. The
discussions showed anecdotally that the more information retail investors receive
on the consequences of the scope of exclusions, the less strict most investors
became. It seemed that only those respondents with very strong convictions
about certain exclusion topics did not change their mind.

Our surveys show that exclusion topics are heterogeneous among value-
oriented retail investors. Yet certain exclusion topics such as human and labour
rights violations or accounting and tax fraud were ranked by the majority as
very important. Nevertheless, if more information is provided about the scope
of exclusions and potential consequences, many retail investors adopt a more
relaxed approach. Hence, priorities and trade-offs between exclusion topics
and other motivations such as maximising risk-adjusted returns, aligning with
sustainable activities or achieving impact need to be carefully evaluated.

16
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2.3. Impact-oriented investors

Among impact-oriented respondents in our surveys a majority of 79% believe
that their own savings (independent of the amount) can make a change and/or
that sustainable finance in general can make a difference. In one survey#, we
asked impact-oriented investors for their thematic priorities and asked them to
select and rank up to five Sustainable Development Goals (SDGs). You can find the
results below:

Figure 4: SDG preferences (max. 5 topics and ranked by relevance) (EU 6)

Reduce poverty

Promote health

Promote education

Reduce hunger

Promote renewable energy

Promote clean drinking water and sanitation...
Promote climate protection

Promote sustainable economic growth and decent..
Improve nature conservation and biodiversity
Promote peace, justice and the strong institutions
Reduce inequality

Promote gender equality

Promote sustainable products

Improve water quality and fish stocks

Promote sustainable infrastructure and innovation
Promote partnerships for sustainable development
Promote sustainable construction and refurbishment

o

10% 20% 30% 40% 50% 60%

B Rank 1: Most important W Rank2-5

Note: Countries: Germany, Greece, Estonia, Ireland, Romania, Denmark; N= 2161; year; 2021

Similarly to exclusion topics, we observed a high heterogeneity among individual
retail investor preferences for specific SDGs. While social SDGs ranked highest in
total in this survey, we cannot generalise these results since only a fraction of our
sample received this question.?®

26 Find more information about the study structure, sample etc. in Annex Il and the full survey

questionnaires and data sets under “Survey_ESIP_2021", "EEI_2022", "EUKI_2022",
“Survey_sustainability_2023 *, “Survey_sustainability_france_2024" in
github.com/SFObservatory/Data.SFO

% Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under “Survey_ESIP_2021" in github.com/SFObservatory/Data.SFO
28 |ndeed, if we look for instance at the results from another survey we conducted in France, we
received different results, showing that Climate protection and other environmental SDGs ranked

highest, see SF Observatory (2022): Jumping the barriers to sustainable retail investment in France

17
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However, are impact-oriented retail investors capable of distinguishing
between financial products that can achieve real-world impact and those that
cannot?

To address this question, we conducted two surveys to examine impact literacy,
the perception of impact claims, and the impact expectations of impact-oriented
retail investors regarding sustainable investments.?® As part of this, we assessed
retail investors' sustainable finance literacy, including whether they were able to
correctly evaluate the following statement:

Figure 5: An investment in a sustainable fund that includes companies with a low
CO2 footprint directly reduces global CO2 emissions) (EU 4)

70%
60% 602
50%
40%
30%
23
20% 17%
10% I
0%
Yes No | don't know
M ltaly Netherlands EU4 France Germany

Note: Responses filtered for impact-oriented retail investors. N= 1027; year: 2023-2024

When we filtered for impact-oriented retail investors, 53% of respondents
answered this question wrong by believing that investing in a low-carbon fund
would directly reduce global CO2 emissions, while 28% stated they don't know.
This indicates that most impact-oriented investors might fall for fund
marketing claims which wrongly equates a low CO2 footprint directly with
reducing CO2 emissions in the real economy.

To understand whether this assumption is correct or not, we tested in a French
survey a misleading impact claim identified in our last market review of
environmental impact claims.* To ensure that this was relevant for retail investors
in France, we chose an example from the largest French retail investment fund in
terms of AuM from our impact claim database. We then asked all survey

2 Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under “Survey_sustainability_2023 *,
‘Survey_sustainability_france_2024" in github.com/SFObservatory/Data.SFO

3% SF Observatory (2023): Market review of environmental impact claims of retail investment funds
in Europe
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participants about their expectations of the following claim in the fund marketing
materials (here translated):

ﬁobal Climate Change Fund \

The Fund's investment objective is to contribute towards climate change mitigation
and adaptation as considered by the Paris Climate Agreement while seeking capital
appreciation. In order to achieve the long-term global warming targets of the Paris
Climate Agreement, the Fund pursues decarbonization primarily through investments
in solutions to reduce greenhouse gas emissions, and secondarily through
investments in companies committed to aligning their own self-decarbonization
trajectory with the 1.5-degree scenario.

/

In fact, there is no empirical evidence which would allow to automatically believe
that ESG motivated equity or debt di/investments in secondary markets have a
causal positive impact on company behaviour.3* Since the fund management
company does not provide any evidence to substantiate its claim of “contributing
towards climate change mitigation and adaptation” (e.g. through credible
stewardship activities®), our results illustrate a high risk of impact-oriented
investors being misled by misleading impact marketing claims.3

When we filtered the results for impact-oriented retail investors, 76% expected
that an investment in this fund allows them to have a clear positive impact on
climate change. However, this marketing claim is false misleading since it

3 n theory, (i) di/investment based on any sustainability measures (i.e. risk/opportunity, exclusion
or economic activity based) on secondary markets could affect the share price of a company
which in theory (ii) could lead to a decrease of unsustainable and an increase of sustainable
economic activities. However, based on academic studies for achieving (i) several conditions need
to be met such as a massive inflows or outflows of sustainable investment, deviating from
conventional index allocations and applying the exact same screening methodology (see SFO
(2024): Collective investor impact in secondary markets through price signaling). Furthermore, for
achieving (ii) the influence on the share price needs to trigger real changes in the affected the
companies. However, a change in share price is not causally related to change of an improvement
in sustainability. For instance, affected companies could also decide to look for other funding
opportunities such as debt finance if there are enough investors in market willing to invest or
borrow their money (see Berg et al. (2023): The Economic Impact of ESG Ratings and Heeb et al.
(2023): Does ESG integration impact the real economy?)

3 See for instance, FinanceMap (2023): FinanceMap Asset Management Methodology or SFO
(2023): The Impact Potential Assessment Framework (IPAF)

3 1n 2024 EMSA officially acknowledged impact washing in their Final Report on Greenwashing as
‘high risk area” along the sustainable investment value chain. While ESMA's Guidelines on funds'
names using ESG or sustainability-related terms might reduce the risk of misleading impact-
related fund names, a high risk of misleading impact claims in other marketing materials remains.
Indeed, in our last market review only 11% of misleading environmental impact claims stemmed
from fund names.
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confuses investee company impact with investor/product impact.3* If impact-
oriented investors are willing to pay a premium for their perceived impact, this
illustrates a significant risk of using misleading impact claims in order to
exploit their willingness to pay.

Some academic studies have specifically examined the willingness to pay (WTP)
of impact-oriented investors. For instance, Heeb et al. (2022) ran two experiments
on the WTP for impact with a panel of 527 experienced impact-oriented private
investors as well as 125 dedicated high-net-worth impact investors. The average
WTP for an investment option with impact (presented in terms of CO2 t saved)
among private investors was €45.67 for a €1000 investment (see below). The
average WTP of the dedicated high-net-worth impact investors for the impact
option was only slightly higher at €49.01 for a €1000 investment.® These findings
were echoed by a representative study in Germany conducted by Klein et al.
(2025) which showed that impact-oriented investors might pay in average around
4% of fees compared to conventional investments for specific impact objectives
such as reducing poverty and hunger as well as fighting climate change.3®

Figure 6: Response of private investors' WTP to the impact of sustainable
investments
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Source: Heeb et al. (2022): Do Investors Care About Impact?

Note: This figure shows the results of the authors’ main experiment, which investigates how
private investors' WTP for sustainable investments responds to the impact of these investments.
Panel A: mean absolute WTP for the sustainable investment, by impact treatment. Panel B: mean
relative WTP for the sustainable investment, per ton of CO2 saved, by impact treatment.

34 Methodology based on UCPD Guidance, see SF Observatory (2023): Market review of
environmental impact claims of retail investment funds in Europe

35 Heeb et al. (2022); Do Investors Care About Impact?

¥ Klein et al. (2025): Impact Investment Anlegerstudie
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Another key finding of Heeb et al. (2022) was that while they observed a
significant WTP of impact-oriented investors for impact, their WTP was in average
not sensitive to the magnitude of that impact. Thus, the WTP only changes
marginally if they save 5t compared to 0.5 t CO2 which indicates that most
investors have a limit for their WTP for impact which doesn't change even if the
impact increases. However, if presented with two investment options with
different levels of impact where the fees are the same, the study's findings
suggest that investors would choose the one offering more impact. Moreover, in
their first study Heeb et al. (2021) showed that if more investment options with
varying impact are presented, the range of impact (i.e., how much impact the
most and least impactful investments have) strongly influences investors' WTP
per unit of impact.¥ This suggests that investors' assessment of an investment's
impact is entirely relative, based on other options they have at their disposal.
Finally, it implies that the willingness to pay is heavily influenced by the specific
set of choices presented to impact-oriented investors.

Empirical studies suggest that impact-oriented investors are ready to pay for
real world impact. However, their willingness to pay can be easily exploited
without a set of investment options and distinction between the actual impact
potential of financial products.

3 Heeb et al. (2021): Do Investors Care About Impact?
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3. Do EU retail investors walk their talk?

3.1. Awidespread attitude-behaviour gap

The term "attitude-behaviour gap” in sustainability contexts describes the
discrepancy between individuals' stated positive attitudes toward
sustainability and their actual behaviour.

This phenomenon is extensively documented in consumer behaviour research.
Numerous studies highlight that ethical convictions by individuals do not
necessarily translate into environmentally or socially responsible consumption
patterns. For instance, consumers may express concern for labour standards yet
purchase inexpensive clothing or claim to value animal welfare yet still choose the
most affordable meat options.

This inconsistency is also observable in personal finance decisions. A notable
divergence can be found between investors' expressed interest in sustainable
finance and the actual composition of their portfolios. One report shows that
although 45% of German investors express a preference for socially responsible
investing, only 14% actually hold such investments.3® Similarly, an OpinionWay
survey commissioned by the AMF in 2021, found that 76% of French respondents
believe environmental considerations (e.g., pollution, biodiversity) are important
when investing, yet just 17% hold sustainable investment products within their
financial portfolios, such as life insurance or savings accounts.? \¥hat factors
contribute to this divergence between sustainability-related attitudes and
behaviours?

Research in sustainable consumption suggests splitting the gap into two
distinct phases: an "attitude-intention” gap and an "intention-behaviour" gap.
This distinction helps to pinpoint the various frictions along the path from
attitudes to concrete decisions.*°

The first disconnect — the attitude-intention gap — can stem from inflated stated
attitudes in a survey, often driven by social desirability biases. People may also
perceive various barriers such as lack of availability, high cost, perceived inferior
quality, or complexity of sustainable options. Distrust in the credibility of
companies offering sustainable products, or a belief that individual actions are too

3 Gutsche and Zwergel (2020): Investment Barriers and Labeling Schemes for Socially
Responsible Investments

39 AMF (2021): https://www.amf-france.org/fr/actualites-
publications/communiques/communiques-de-lamf/finance-durable-pour-76-des-francais-
limpact-des-placements-sur-lenvironnement-est-un-sujet?utm_source=chatgpt.com

4°See for instance Carrington/Neville/Whitwell (2010): Why ethical consumers don't walk their
talk: Towards a framework for understanding the attitude-behaviour gap
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insignificant to matter (low perceived consumer effectiveness) can further prevent
attitudes converting into intentions.

The second disconnect —the intention-behaviour gap— occurs when individuals
who intend to act sustainably fail to follow through. This can be due to
overinflated intentions (again linked to social expectations), lack of feasible
options, prohibitive costs, or excessive information/search burdens. Additionally,
behavioural obstacles like poor self-control, habitual consumption, or default
reliance on known brands can inhibit the transition from intention to action.

In sustainable investing, the few available empirical studies similarly emphasise
these multi-level barriers.#* On the attitude-to-intention side, researchers highlight
the effects of limited knowledge, low confidence in financial institutions,
pessimistic return expectations for sustainable products, and doubts about
personal impact. When moving from intention to behaviour, practical constraints
like information overload and transaction complexity are often cited. Moreover,
individuals with stronger agency—those who feel more empowered and in
control—are more likely to turn sustainable investment intentions into behaviour.

We contributed to this research by assessing the attitude-intention-behaviour
gap in three of our retail investor surveys which we conducted between 2022-
2024 in eight different EU countries.

In the first survey in March 20224, we focused on the retail investor demand
specifically for green financial products across six EU countries. As in all our
surveys, we first assessed the investment profile of the respondents including
their financial and sustainability-related objectives. In another part of the survey,
we asked respondents explicitly about their interest in contributing to finance the
green energy transition. For those retail investors who stated interest, we asked
whether they own green financial products and the specific allocation of their
savings across several green financial products.*

4 See for instance, Gutsche/Wetzel/Ziegler (2023): Determinants of individual sustainable
investment behavior - A framed field experiment or a meta-analysis from Aulia et al. (2024):
Consumers' sustainable investing: A systematic literature review and research agenda

42 Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under “EEI_2022" in github.com/SFObservatory/Data.SFO

4 Those products included green saving accounts, green bond funds, low carbon funds, green
thematic funds, shares of green companies, green crowdfunding platforms or others
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Figure 7: The attitude-behaviour gap of sustainability-oriented retail investors (EU6)
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The results of our quantitative survey revealed a significant discrepancy between
retail investors expressed objective to align their savings with their values or/and
to have an impact and their actual investment behaviour. First, we observed that
on average across the six countries in our sample, 28% were not interested in
financing the energy transition despite their prior statements to have
sustainability-related objectives for their savings (attitude-intention gap).
However, from the 47% of retail investors who expressed their intention to
contribute to financing the energy transition, only 22% walked their talk and stated
that they own green financial products (intention-behaviour gap). We further
scrutinised this intention-behaviour gap and asked respondents who own green
financial products about the allocation of their savings. Among those who
reported owning green financial products, only an average of 25% of their total
savings was actually allocated to such products. Moreover, the median allocation
was just 13%, meaning that half of these respondents invested less than this share
in green financial products. Yet, these patterns varied by country (see Annex 1 for
country-specific results).
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Overall, our results in 2022 showed that out of 75% of retail investors with
sustainability-related objectives, only 22% owned green financial products on
average across the six countries in our sample. This represents an attitude-
behaviour gap of 53% (with some deviations across countries). Against this
backdrop, we estimated an untapped, multi-trillion market opportunity for
green financial solutions in Europe.

In two follow-up surveys# in four EU countries between October 2023 and March
2024, we aimed to (re)assess the attitude-behaviour gap and track potential
effects of the implementation of the Sustainable Finance Disclosure Regulation
(SFDR) and the amended MiFID .

Figure 8: The attitude-behaviour gap of sustainability-oriented retail investors (EU4)
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In general, we observed a persisting large attitude-behaviour gap across
countries (with some deviations across EU 4 countries, see Annex 1 for country-
specific results). 67% of respondents on average stated that sustainability-related
objectives are important for their savings, yet only 19% of retail investors declared
they own sustainable financial products which represents an attitude-behaviour
gap of 48%.

4 See SF Observatory (2022): What do your clients actually want? Understanding and estimating
household demand for sustainable financial products and SF Observatory (2023): 6 National
Country Reports

4 Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under “Survey_sustainability_2023 “,
‘Survey_sustainability_france_2024" in github.com/SFObservatory/Data.SFO
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When we compare these results to the studies conducted in 2021, we can
observe a slight improvement in the ownership of sustainable financial products in
France from 17% (AMF study) to 21% (SF Observatory study) and in Germany from
14% (Gutsche/Zwergel study) to 19% (SF Observatory study). In contrast, we did
not observe any notable change in the overall percentage of retail investors in the
Netherlands and Italy who reported owning green or sustainable financial
products between the 2022 and 2023 surveys. However, among those who did
report ownership, there was a marked increase in the share of savings allocated to
these products. In Italy, the average allocation rose from 22% to 29%, and the
median from 13% to 20%. In the Netherlands, the average allocation increased
slightly from 31% to 32%, while the median rose significantly from 14% to 33%,
which might suggest a broader diffusion of sustainable investments among the
population (see Annex 1 for country specific results).

This upward trend in savings allocation is also visible when comparing the
aggregate average and median figures across the six countries in 2022 (average
33%/median 25%) with those in the four countries surveyed in 2023/2024 (average
25%/median 13%). Nonetheless, these results should be interpreted with caution,
as the 2022 survey asked specifically about green financial products, whereas the
2023/2024 surveys referred more broadly to sustainable financial products.

While we cannot generalise our findings between 2022 and 2023/2024 due to
methodological differences, our results still indicate that during this period
more retail investors in Germany, France, Italy and the Netherlands walked
their talk and increased in average their allocation of savings towards
sustainable finance products. Yet, how can we explain the remaining wide
attitude-behaviour gap across Europe?

3.2. Major blockers: Literacy, information costs and distrust

In our three surveys+ conducted between 2022 and 2024 in which we explored
the attitude-behaviour gap in sustainable investing, we also sought to understand
the underlying reasons behind this gap. In our 2022 survey we asked those retail
investors who were interested in financing the green energy transition but stated
they did not own any green financial products the reasons for this gap. In our
2023/2024 surveys, we asked all respondents with sustainability-related
objectives who stated they did not own any sustainable financial products or
stated that they don't plan to invest (more) within the next three years about the
reasons for this gap. The different settings and focus in our surveys created a
divergence between responses so that the results cannot be merged. However,

4 Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under "EEI_2022", “Survey_sustainability_2023 *,
‘Survey_sustainability_france_2024" in github.com/SFObservatory/Data.SFO
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when we sort the most relevant blockers across countries and surveys, we
identify that similar reasons were frequently raised.

Blockers for green financial products
(EU-6)

Blockers for sustainable financial
products (EU-4)

I don't have enough expertise to choose
products related to the energy transition,
so | stick to a conventional asset allocation

| feel poorly informed about sustainable
investments.

| have found no time to understand and
evaluate products related to the energy
transition, so | stick to a conventional asset
allocation

| don't believe that sustainable
investments generate a real-world
impact.

I would like to invest in products related to
the energy transition but I'm afraid that
changing my asset allocation would
increase the risk of my portfolio or
decrease its return

I have found no time to understand and
evaluate products related to
sustainability, so I stick to a conventional
asset allocation

I'm motivated to be a sustainable investor,
but my sustainability preferences are not
super clear to me.

I do not trust that providers of sustainable
investments follow the sustainability
guidelines that they represent in their
investment information.

I know which green products | would like to
invest in but haven't found the right
moment to change my financial
investments

It takes too much time to inform myself
about sustainable investments and the
underlying criteria.

My financial advisor did not propose me
the right products

The reasons are different among the
financial products.

The main reasons mentioned by retail investors in our surveys to explain their
attitude-behaviour gap can be summarised as:

(i) lack of expertise and information

(i)  high information costs

(iii)  distrust in the credibility and financial performance of
green/sustainable financial products.

Our findings align with previous studies and suggest that the main barriers for
retail investors remain largely unaddressed.4

47 For instance, Linciano et al. (2020): Financial Advisor-Investor Relationship. Mirroring Survey on
Sustainability and Investments or Gutsche/Zwergel (2020): Investment Barriers and Labeling
Schemes for Socially Responsible Investments
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In our surveys# in 2023/2024 we also started assessing the sustainable finance
literacy of retail investors in Germany, France, Italy and the Netherlands. We
developed a set of eight basic questions on sustainable finance to assess the
level of expertise among respondents.* Based on their responses, we categorised
respondents into three levels of sustainable finance literacy: high literacy (more
than 5 out of 8 correct answers), medium literacy (3 to 4 correct answers), and low
literacy (fewer than 3 correct answers).

Figure 9: Retail investors sustainable finance literacy (EU4)

8%
6%

N 5-

HIGH

38

MEDIUM

I, 30--

47+,
57%

Low

I, 65
M ftaly W Netherlands Average France B Germany

Note: N= 3106; year: 2023-2024

Indeed, our findings reveal that 59% of all retail investors in our surveys exhibit
a low level of sustainable finance literacy, and only 6% were able to answer
more than half of the questions correctly (with some regional variations).

4 Find more information about the study structure, sample etc. in Annex Il and the full survey
questionnaires and data sets under “Survey_sustainability_2023 “,
‘Survey_sustainability_france_2024" in github.com/SFObservatory/Data.SFO

49 Our sustainable finance literacy questions were inspired by Filippini/Leippold/Wekhof (2024):
Sustainable finance literacy and the determinants of sustainable investing
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4. What retail investors in Europe get

Just as financial advisors represent an important information channel for many
retail investors in relation to financial considerations for their investmentss°® they
are similarly key for retail investors to learn about sustainable finance options.s
Through providing information and advice to clients, financial advisors can help
address the knowledge and information barriers identified in the previous chapter.
Hence, they can play a key role in reorienting retail savings towards a sustainable
economy in line with the broader EU sustainable finance policy objectives.?

To ensure the role of financial advisors is leveraged effectively in support of
broader sustainable finance policy objectives, amendments to the MiFID ||
regulations? were implemented in August 2022 which require advisors to carry out
a mandatory assessment of client sustainability preferences during the suitability
assessment.

The concept of sustainability preferences is meant to ensure that only financial
instruments that have some level of sustainability-related materiality can be
recommended to clients who express sustainability preferences. Through these
regulatory changes, the Commission aims to ensure that financial advisors
respond to growing client preferences for sustainable investments and adapt the
advisory process accordingly, thereby supporting broader sustainable finance
policy objectives to reorient capital toward sustainability.>

Recognising the important role of financial advisors, the SF Observatory
developed a mystery shopping methodology to scrutinise how advisors assess
client sustainability-related objectives and preferences in 2021. Based on our
testing, we improved our methodology and ran one of the largest European

% OpinionWay (2021): Les Francais et les placements responsables

5 As shown by several recent surveys (e.g. a 2021 study by Nordea reveals that 73% of EU retail
investors identify their advisor as their main source of ESG information (see Nordea (2021): Less
than 250 days to go - Are advisors ready for the MiFID and ESG challenge?, 2021 ESG Survey).

5 As recognised in EU High Level Expert Group on Sustainable Finance, 2018, Financing a
Sustainable European Economy and subsequently in the EU Action Plan on Financing Sustainable
Growth

5 Commission Delegated Regulation (EU) 2021/1253 of 21 April 2021 amending Delegated
Regulation (EU) 2017/565 as regards the integration of sustainability factors, risks and preferences
into certain organisational requirements and operating conditions for investment firms (the
Commission Delegated Regulation). This integrates the concept of sustainability preferences into
the existing regulatory provisions (contained in MiFID Il and Commission Delegated Regulation
(EV) 2017/565 of 25 April 2016 supplementing Directive 2014/65/EU of the European Parliament
and of the Council as regards organisational requirements and operating conditions for
investment firms and defined terms for the purposes of that Directive (MIFID Il Delegated
Regulation) setting out the procedural steps for the suitability assessment. In addition, ESMA has
released updated Guidelines on certain aspects of the MiFID Il suitability requirements (the ESMA
Guidelines).

5 At the same time, these regulatory changes can be understood as addressing consumer
protection issues caused by the current failure to properly take account of client preferences for
sustainable investment during investment advice.
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mystery shopping projects on sustainability preferences across 10 EU
countries between 2021-2024.

4.1. Poor level of regulatory compliance

When comparing our findings from before and after implementation of the
revised MIFID Il requirements, we observe a relative increase in the automatic
assessment of retail investors' sustainability preferences. In our two mystery
shopping campaigns® conducted in 2021, we found that environmental objectives
were assessed in, on average, 25% of financial advisory meetings. Our results also
revealed significant discrepancies across countries.

Figure 10: When the advisor assessed your profile, what aspects did they cover? (EU7)

55%

Germany Estonia Greece Romania Denmark Ireland EU-6 France
H Environment non-financial objectives B Social non-financial objectives
Extra-financial experience M Extra-financial knowledge

Note: N= 300; year: 2021

While the assessment of sustainability preferences was not mandatory before
2022, following implementation of the revised MIFID Il requirements investment
firms became legally obliged to assess them in August 2022.

Despite the legal obligation, our mystery shopping campaigns®’ conducted
between November 2022 and July 2023 revealed that in 57% of financial advice
meetings, clients’ sustainability preferences were not automatically assessed.

% Find more information in the Annex Il and the full mystery shopping questionnaires and
(anonymised) data sets under "‘Mystery_ESIP_2021" and "Mystery_france_2021" in
github.com/SFObservatory/Data.SFO

5 SF Observatory (2022); Please Don't Let Them Be Misunderstood!

5 Find more information in the Annex Il and the full mystery shopping questionnaires and
(anonymised) data sets under "Mystery_2022", “Mystery_EEI_2023" and "Mystery_france_2023" in
github.com/SFObservatory/Data.SFO
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Figure 11: Appointments where the advisor raised the subject of sustainability
preferences without any prompting (EU 10)
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and France; N= 407; year: 2022-2024

While more financial advisors started to assess client sustainability preferences
compared to our 2021 results, the level of regulatory compliance across different
countries was alarmingly low. The results also reveal a persisting variability in the
level of regulatory compliance across different EU countries (ranging from 13% in
Spain to 74% in Germany). Find more information about country specific results in
Annex 1.

These findings are confirmed through a further mystery shopping campaigns®
conducted in France between September and December in 2024, involving 300
visits. The results showed that in 54% of all cases, advisors did not proactively
assess client sustainability preferences. These findings indicate that the low
level of regulatory compliance persists.

These findings also raise concerns about the level of enforcement of the
supervisory mandate by national competent authorities. \We continue to observe
significant non-compliance with the revised MiFID Il requirements in France, even
months after the AMF published its report on their own mystery shopping visits.5
Our results suggest that the actions taken by the AMF have not led to sufficient
consequences for financial institutions found to be non-compliant with the revised
MIFID Il requirements.

We have expressed in a previous report our concerns about the level of regulatory
oversight.®® In this regard, the record-keeping obligation is paramount for

%8 Find more information in the Annex Il and the full mystery shopping questionnaires and
(anonymised) data sets under "“Mystery_france_2024" in github.com/SFObservatory/Data.SFO
%9 AMF (2024): Report on Sustainable Finance Mystery Shopping Visits

60 See SF Observatory (2022): Integrating client preferences for sustainable investment into
financial institution legal duties .. still a way to go
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assessing whether financial advisors have complied with the regulatory
requirements.

However, according to our mystery shopping campaign average (EU10) result, in
31% of appointments the advisor did not take notes and 35% of appointments the
advisor took free form notes. While it was not possible to access any of these
notes to assess their adequacy, these results raise questions as to whether the
record keeping practice of advisors is sufficient.

Figure 12: Advisor tools to record information (EU 10)
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Note: Countries: Italy, Netherlands, Spain, Ireland, Greece, Estonia, Romania, Germany, Denmark
and France; N= 407; year: 2022-2024

This result needs to be interpreted considering the surprisingly high number of
appointments where the mystery shopper received a financial product
recommendation.

In 24% of visits when financial advisors provided concrete investment
recommendations, they did not take notes or issue a suitability declaration,
despite both being legal requirements when recommending financial
products.

Assessing the minimum proportion to invest in accordance with sustainability
preferences is another key area for regulatory compliance. According to the
regulatory definition, the minimum proportion can be anywhere between 0% and
100%. However, at the open hearing on the revised ESMA Guidelines® many
financial institutions raised a concern that availability of financial products with a
high minimum proportion invested in accordance with a sustainability preference
was limited (therefore if clients expressed a desire for a high minimum proportion
this could not be met). This raised the question as to how investment firms are
gathering information about the minimum proportion to be invested in
accordance with a sustainability preference and if there is a risk that market
practice is influencing clients to articulate a low minimum proportion.

& Held on 18 March 2022 from 10.00 to 12.00 (CET) https://www.esma.europa.eu/press-
news/hearings/open-hearing-consultation-guidelines-certain-aspects-mifid-ii-suitability
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According to our mystery shopping campaign average (EU10) results, advisors did
not assess the minimum proportion to be invested in accordance with
sustainability preferences in 49% of appointments. Meanwhile the advisor
presented ranges for assessing the minimum proportion to be invested in
accordance with sustainability preferences in 22% of cases

Figure 13: Assessment of the minimum proportion to be invested in accordance with
sustainability preferences (EU 10)
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and France; N= 407; year: 2022-2024

One limitation of our mystery shopping campaign was that, in most cases, we did
not receive the suitability declaration, which prevented us from comparing the

mystery shoppers original sustainability preferences with those recorded by the
advisors.

However, another large-scale mystery shopping campaign conducted in
Germany by Cauthorn et al. (2024), which included over 400 visits in 2023,
successfully collected 219 suitability declarations. Their findings revealed that
in 54% of cases, financial advisors altered the sustainability preferences
initially expressed by the mystery shoppers.©2

4.2. Improved but still deficient knowledge of sustainable finance

Investment firms must ensure and demonstrate to competent authorities on
request that anybody giving investment advice has the necessary knowledge and
competence.® Furthermore, they need to be able to demonstrate that they have
in place “adequate policies and procedures to ensure that they understand the
nature features, including costs and risks of investment services and financial

62 Cauthorn/Eckert/Kellers/Klein/Zwergel (2024): Do advisors respond to investors' sustainability
preferences?
& Art 25(2), MiFID I
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instruments selected for their clients, including any sustainability factors."®* The
previous commentary shows a poor level of regulatory compliance generally,
from which one might ordinarily infer a poor level of advisor sustainable finance
knowledge. Despite this, many mystery shoppers did not articulate concerns
about the level of advisor sustainable finance knowledge (although the qualitative
results received show a high variability in terms of client experience). In fact, the
perceived level of knowledge increased compared to our mystery shopping
campaign®in 2021 from 47% on average to 80% on average in our EU (10) mystery
shopping campaign.

Figure 14: Client perception of whether the advisor had a good understanding of
sustainable finance concepts

100%
80%
609
40%
20%

20%

Current campaign average (EU10)

0%
mNo M Yes

Note: Countries: Italy, Netherlands, Spain, Ireland, Greece, Estonia, Romania, Germany, Denmark
and France; N=407, year: 2022-2024

If mystery shoppers did not identify concerns about the advisor level of
sustainable finance knowledge, it may be that an advisor's professional approach,
experience and confidence in relation to other more established areas of financial
advice can mask a lack of specific sustainable finance knowledge so that it is not
apparent to clients. This result is especially concerning because (as referred to
above) advisors are key for clients to learn more about sustainable finance options
(and therefore have a central role in reorienting finance towards a sustainable
economy). But at the moment advisors are not able to perform this function and at
the same time retail investors are not sufficiently aware of sustainable finance
options to push for these themselves (meaning that neither the supply from
investment firms nor the demand from retail investors is pushing towards more
sustainable financial products).

64 Art 54(9), MiFID Il Delegated Regulation. In addition, Paragraph 16 ESMA Guidelines states: 'Staff
should also have the necessary knowledge and competence with regard to the criteria of the
sustainability preferences [..] and be able to explain to clients the different aspects in non-
technical terms. To that effect, firms should give staff appropriate training.

% Find more information in the Annex Il and the full mystery shopping questionnaires and
(anonymised) data sets under "‘Mystery_ESIP_2021" in github.com/SFObservatory/Data.SFO
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4.3. Structural failure to serve impact-oriented investors

The regulatory concept of sustainability preferences is articulated as the extent to
which a client wants their financial instruments to:

a) pursue investments in economic activities that qualify as environmentally
sustainable under the Taxonomy Regulation;

b) pursue sustainable investments as defined under the SFDR; and/or

c) consider principal adverse impacts on sustainability factors under the
SFDR.

While this definition is built around concepts such as greenness and sustainability,
our research about sustainability-related objectives reveals that 51% of European
retail investors have the desire to achieve real-world impact with their investments
(see previous chapter). While the MIFID Il sustainability preference categories are
well-suited for retail investors seeking value alignment, they are not designed to
accommodate the needs of impact-oriented retail investors.

An alternative way of illustrating the issue is that there are financial instruments
which pursue impact-related objectives but would not ordinarily fall under the
definition of sustainability preferences. This is most clearly illustrated in the case
of impact-generating financial instruments i.e. those which have an objective of
delivering additional, intentional and measurable environmental or social impact
alongside a financial return. This is different to simply investing in an economic
activity that contributes to an environmental or social objective as defined in
SFDR. While the former is about investor impact (the change brought about by the
investor) the latter is about investee company impact.

What Is Investor Impact?

INVESTOR IMPACT COMPANY IMPACT

Is the change in company impact caused Is the change in the world caused
by investment activities by company activities

nn
) )
Enable Growth ,',—V[/ Products & Services
Encourage Improvement Operations
INVESTOR COMPANY WORLD

| T

Source: Heeb/Kblbel (2021): Investor's Guide to Impact
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There remains significant uncertainty regarding how impact-oriented financial
instruments are accommodated—if at all—within the regulatory frameworks
established by SFDR and MiFID Il. This uncertainty stems from the legal
interpretation of the definition of "sustainability preferences,” which in turn
relies on the ambiguous definitions within the SFDR.5¢

As a result, the integration of client preferences for sustainable investments into
investment and insurance advice depends on a definition of sustainability
preferences that does not reflect the specific needs of impact-oriented investors
and fails to provide clarity in an already confused market. Current assessments of
sustainability preferences do not capture whether a client is impact-oriented and,
therefore, cannot support the recommendation of financial products aligned with
such objectives. This creates a substantial risk of mis-selling—particularly to the
significant proportion of clients who seek to achieve measurable real-world
impact through their investments.®”

In fact, the SF Observatory's market review of environmental impact claims made
by retail investment funds in Europe revealed that misleading marketing practices
are widespread. Moreover, much of the reasoning and related marketing
communications regarding the environmental impact of financial products and
institutions are not substantiated by evidence or grounded in verifiable data.®®

Figure 15: Misleading environmental impact claims in the EU fund market

Total sample: 454 Art. 8 (324) and Art. 9 (130)
environmental funds

Funds with env.
impact claims (124)

B Funds without env.
impact claims (330)

% Please see further analysis of this problem in SF Observatory (2022): Integrating client
preferences for sustainable investment into financial institution legal duties .. still a way to go and
SF Observatory (2022): Fighting greenwashing .. what do we really need?

7 SF Observatory developed with different stakeholders a guide to help financial institutions
formulate impact claims, see SF Observatory (2023): Guide on environmental impact claims for EU
financial products

%8 Please see further analysis of this problem in SF Observatory, 2021, Sustainable finance and
market integrity: promise only what you can deliver. A requlatory perspective on environmental
impact claims associated with sustainable retail funds in France and SF Observatory, 2022, Fighting
greenwashing .. what do we really need?
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In our market review, 27% of all funds in scope were associated with
environmental impact claims. According to our assessment, no fund with an
environmental impact claim could sufficiently substantiate its claim®®
indicating a substantial potential legal risk.”°

In this context, there is a question as to how are advisors communicating on the
environmental impact of financial products to impact-oriented clients during the

suitability assessment?

Therefore, financial advisors were asked in our mystery shopping EU (10)
campaign” whether and how they can demonstrate the impact of financial

products.

Figure 16: Advisor explanations of demonstration of the impact of any investment

The advisor simply noted your desire
to invest in a way which generates positive — 24,
impact in the real word
The financial product has a label _ 20
(Greenfin, ISR, etc.) °
There is an external audit which controls _ 17
the actions of the financial product 70
There is an annuel report provided
by the financial product manager _ 13%
The financial product investments
are by a qualified and experienced manager I 11
The advisor explained that it is extremely difficult - 3
%

to measure the real world impact of investment
and is rarely done

Other _ 7%

0% 10% 20% 30%

Note: Countries: Italy, Netherlands, Spain, Ireland, Greece, Estonia, Romania, Germany, Denmark
and France; N= 142; year: 2022-2024

The qualitative results here generally reveal that advisors have a lack of
knowledge on investor impact. Many advisors explain to impact-oriented clients

% According to the UCPD Guidance (Communication from the Commission: Guidance on the
interpretation and application of Directive 2005/29/EC of the European Parliament and of the
Council concerning unfair business-to-consumer commercial practices in the internal market)

7% SF Observatory (2023): Market review of environmental impact claims of retail investment funds
in Europe

7+ Find more information in the Annex Il and the full mystery shopping questionnaires and
(anonymised) data sets under "Mystery_2022", “Mystery_EEI_2023" and “Mystery_france_2023" in
github.com/SFObservatory/Data.SFO
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that a given financial product is impactful without clearly articulating or explaining
the concept or providing a technically accurate justification. This closely mirrors
our observations from previous mystery shopping campaigns’2 conducted in 2021,
where 90% of advisors attempted to justify the impact of their products by
referencing reports, sustainability labels, or the positive impact of portfolio
companies — despite these references being insufficient to substantiate claims of
actual investor impact.”3 Thus, the knowledge of European financial advisors
regarding the actual impact of the financial products they recommend has
remained at a very low level since 2021 and has not improved despite their
increased expertise on sustainable finance.

Our latest large-scale mystery shopping campaign?4 in France revealed that in
53% of visits, advisors assured clients that the recommended products have a
real-world impact. When combined with the prevalence of misleading impact
claims, the persistently low level of advisor knowledge on actual impact
mechanisms, these findings highlight a high risk that European impact-
oriented retail investors receive unsuitable product recommendations.’s

Given that in Europe "impact-generating” financial products are not yet defined
under the regulatory framework, nor are they formally recognized by label
providers, a systematic assessment of their market supply has been challenging.
For instance, this limitation was also a major shortcoming report Monitoring Capital
Flows to Sustainable Investments published by the EU Platform on Sustainable
Finance. In the methodology report the Platform noted that the framework could
not measure the impact of sustainable investments or establish causal links
between sustainable capital flows in financial markets and sustainable
investments in the real economy.”®

However, in 2024, Eurosif introduced a "primer" methodology for conducting
market studies on sustainability-related investments. This updated approach aims
to capture capital flows associated with self-reported "impact-generating"
investment strategies.”” The methodology was already piloted in national market
studies conducted for Germany, Austria, and Switzerland, marking an important

72 Find more information in the Annex Il and the full mystery shopping questionnaires and
(anonymised) data sets under "“Mystery_france_2024" in github.com/SFObservatory/Data.SFO

73 The following frameworks could be applied to assess the impact potential of financial products:
SF Observatory (2023): The Impact Potential Assessment Framework (IPAF) or IFD (2024): Fund
Impact Assessment Gird

74 Find more information in the Annex Il and the full mystery shopping questionnaires and
(anonymised) data sets under "“Mystery_france_2024" in github.com/SFObservatory/Data.SFO

75 Please note that SF Observatory developed with different stakeholders a guide to help financial
institutions to assess sustainability-related objectives in their suitability assessment and
accommodate impact-oriented clients, see SF Observatory (2023): Guidance and Questionnaire
for assessing client sustainability preferences and motivations

76 Platform on Sustainable Finance - Methodology report (2025): Monitoring capital flows to
sustainable investments

77 Eurosif (2024): Methodology for Eurosif Market Studies on Sustainability-related Investments
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step toward better understanding this emerging segment of the sustainable
finance market.”®

Figure 17: Breakdown according to the Eurosif methodology for sustainability-related
investments in Germany (left) and Austria (right) 2023 (in per cent)

100% 0.7 100%

80% 80%

60% 60%

40%

40%

20% 20%

0% 0%

M Basic ESG M Advanced ESG M Impact-Aligned lImpact-Generating M Basic ESG [l Advanced ESG [l Impact-Aligned il Impact-Generating

Source: FNG (2024): Marktbericht nachhaltige Geldanlagen 2024

While data on impact-generating financial flows is still missing in other EU
countries, we can assume that the share of impact-generating investments does
not significantly differ in average across EU markets, given the maturity of the
sustainable investment markets in Germany and Austria.

This market snapshot illustrates the large gap between the demand for
impact-generating financial products by 51% of European retail investors
compared to the market share of only 0,7% and 1,3% of impact-generating
investments in Germany and Austria. This finding echoes previous estimates by
the SF Observatory about the significant gap between market demand and
supply of impact-generating financial products in Europe.’®

78 See FNG (2024): Marktbericht nachhaltige Geldanlagen 2024 and SSF (2024): Swiss Sustainable
Investment Market Study 2024

79 See SF Observatory (2023): Moving the blockers of retail sustainable finance and SF Observatory
(2022): Jumping the barriers to sustainable retail investment in France
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5. Policy recommendations

Recommendation 1: Any new approach to sustainable financial product
categorisation must be based on retail investors’ sustainability-related
objectives and integrate the concept of “investor impact”/"impact generating
investments”.

Lack of clarity in relation to the current SFDR categories of sustainable financial
products is well documented. This issue lies at the root cause of why European
retail investor don't get what they want (see chapter 1), since the current
framework cannot be used to systematically match sustainability-related
objectives of retail investors and sustainable financial products.

The Commission announced in December 2022 a comprehensive review of the
SFDR to assess potential shortcomings - focusing on legal certainty, usability of
the regulation and its ability to help tackle greenwashing.®° A key aspect of this
review relates to SFDR categorisation of sustainable financial products and the
corresponding targeted consultation® sought views on potential options for
establishing a categorisation system to replace the current approach based on Art
8 and Art 9.82

In truth, the Commission's next steps in relation to this SFDR review are not clear
at this stage. It has published its Summary Report of the consultation responses®3
but it has not formally committed to next steps. The current focus on the
proposed omnibus legislation to simplify the Taxonomy Regulation, CSRD and
Corporate Sustainability Due Diligence Directive has overshadowed work on this
file and will impact significantly on it.

However, the EU Platform on Sustainable Finance has published its report
outlining a recommended categorisation scheme and considerations that the
Commission should implement as part of the SFDR review.?

80 See https.//ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13961-Report-
on-the-Sustainable-Finance-Disclosure-Regulation/public-consultation_en

& See https.//finance.ec.europa.eu/regulation-and-supervision/consultations/finance-2023-
sfdr-implementation_en

82 Although note that Articles 8 and g of the SFDR were not intended to be used as a labelling
scheme.

8 See https://finance.ec.europa.eu/document/download/of2cfde1-12b0-4860-b548-
0393acsbs92b_en?filename=2023-sfdr-implementation-summary-of-responses_en.pdf

84 SF Observatory contributed as member of Platform to this report, see Platform on Sustainable
Finance (2024): Categorisation of products under the SFDR: Proposal of the Platform on
Sustainable Finance

40



Sustainable finance

“BSERVATORY

In this report, the Platform recommends that the categorisation of financial
products should reflect the sustainability strategy employed in their
construction and align with investors’' value alignment or impact objectives.
Furthermore, the Platform advises the Commission to develop a legal

definition of “impact” within the sustainable finance framework, clarify how it

relates to existing definitions of sustainable investing and the EU Taxonomy,

and determine how it can be integrated into the product categorisation

scheme.
Working title
to differentiate
High level invest in sustainable | invest in transition | avoid harmful / not categorised or
description activities or assets invest in and/or not qualified for any
manage towards of the ather
better performing categories

Description of

investor’s
perspective

investing mainly or
only sustainable
and not harmful

investing in the
change towards a
more sustainable
real economy / and
or towards net zero

not investing in
industries or assets
that are significantly
harmful and/or
investing in those

assets that perform
better

not interested in sustainability

Source: Platform on Sustainable Finance (2024): Categorisation of products under the
SFDR

Integration of impact as sub-category under the sustainable and
transition category? (horizontal integration)

(uoresBajul 1e2I3IaA)
cMobBajed jeuonippe se joeduwii jo uoneibaju|

In fact, our surveys in 14 EU countries revealed that 51% of European retail
investors seek to have a real-world with their investments. However, market
reports in Germany and Austria showed that only 0,7% and 1,3% investments could
be classified as impact-generating investments. To close the significant gap
between the demand and supply of impact-generating investments, the SF
Observatory has long advocated for recognition of the investor impact concept in
the regulatory framework.s There is also a huge amount of research and
guidance from academic institutions and finance sector initiatives to advance
impact investing. In addition, other jurisdictions have established a framework for
sustainable product categorisation which accommodates the investor impact
concept. In the UK, the FCA has established a labelling framework for sustainable
financial products which will help consumers differentiate between different
sustainability objectives and different investment approaches for financial
products. The framework establishes four labels - one of which is Sustainability

8 See for instance SF Observatory (2017): Non-Financial Message in a Bottle; SF Observatory
(2019): Impact Washing Gets a Free Ride; SF Observatory (2022): Fighting greenwashing.. what do
we really need?; (2023): SF Observatory (2023) Market review of environmental impact claims
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Impact - together with qualifying criteria which must be met to use those labels.
In Switzerland, the Swiss Asset Management Association has introduced a self-
regulatory initiative which mandates that any sustainable financial product must
clearly disclose its sustainability objective(s), i.e. alignment or/and positive impact.

These developments together with the position from the Platform - regarded as
perhaps the Commission's most trusted advisor on sustainable finance - now tip
the balance in favour of establishing formal regulatory measures to integrate the
concept of investor impact in both the SFDR categorisation of sustainable financial
products and more broadly in the sustainable finance regulatory framework. We
consider that there is now a pressing need for regulatory intervention to
harmonise approaches and clarify concepts to support growth in this market
segment and keep up with developments in other jurisdictions.

To operationalise the Platform's recommendation, the Commission should
establish a formal group to research and define the parameters of impact
investing and how it can be integrated in the sustainable finance regulatory
framework.

Given the different academic and industry positions on the topic, the need to
consider both interoperability with regulatory requirements in other jurisdictions
and achieve the right balance with qualifying criteria which are credible and
science based while at the same time creating the right incentive structure for this
impact investing market segment to grow, there will clearly be a need for strong
consultation with relevant stakeholders.

In light of these considerations, the formal group should take the form of a
Commission Expert Group® or alternatively the Joint Research Council could be
appointed to set up a working group.®” Both options would enable broad
consultation among relevant stakeholders from across the finance sector and
academia while at the same time granting the legitimacy and credibility needed
for adoption of the recommendations on a formal regulatory basis.

8 See https.//ec.europa.eu/transparency/expert-groups-register/screen/expert-groups-
explained?lang=en

87 As was the case for example in relation to the idea to develop an EU Ecolabel for Retail
Financial Products.
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Information Box: How could integrating the concept of investor impact in the
SFDR look like?

A starting point for defining an impact-generating financial product could be as
follows:

‘An impact-generating financial product has an impact-generating
sustainability-related objective and a strategy of contributing to positive real-
world impacts through its investment process alongside a financial risk and
return objective.'®®

One advantage of this definition is that it explicitly states that it is the objective
and the strategy of the financial product itself that must contribute to positive
world impacts. This, in our view, helps differentiate it from many definitions we
have encountered, which could perpetuate the misconception that simply
selecting sustainable assets constitutes impact investing.®

Alongside a high-level definition of an impact-generating financial product,
more specific qualifying criteria and thresholds should be articulated to set the
parameters of what can be considered an impact-generating financial product.
Among the varying positions adopted by different stakeholders, we see broad
commonality in the following areas (which correspond to the three key tenets of
impact investments: intentionality, additionality and impact measurement):

* Atrticulation of a sustainability-related objective: Most approaches to
categorisation of sustainable financial products enable product
categories to be differentiated according to their sustainability-related
objective. While all sustainability-related objectives must pursue positive
environmental and/or social outcomes, the sustainability-related
objective for impact-generating financial products should specifically aim
to make a measurable contribution to positive real-world impacts
through the actions of the investor. «°

* Measurement of investee company impact and investor contribution:
While there is a convergence in articulating this requirement there is very
little guidance in terms of how to operationalise and satisfy the
requirement. For measuring investee company impact, many provisions
in the EVU sustainable finance framework can assist (e.g. taxonomy related
disclosures, principal adverse impact indicators, CSRD disclosures etc.)
but additional mechanisms may be required to measure the change in
investee company impact. Conversely, there are no current legal
provisions which could assist with measuring investor contribution and

8 This definition is based on the definition put forward in Busch et al. (2024): Methodology for
Eurosif Market Studies on Sustainability-related Investments

8 SF Observatory, 2023, Market review of environmental impact claims

9 |t should be noted that in the current SFDR the concept of a sustainability -related objective may
not be systematically integrated - while Art 9 products are those which have sustainable
investment as its objective, Art 8 products are those which promote environmental and social
characteristics (but are largely silent on any sustainability-related objective).
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indeed very little market knowledge frameworks to measure the
potential of investor contribution.®* For example, the FCASs position is that
‘Iflirms .. must be able to measure both the impact the products assets may
make as well as the investor contribution. We have not been prescriptive as
to whether the method of measurement is quantitative or qualitative,
provided that it is robust, and details of the impact achieved are clearly
disclosed (in the ongoing product-level reporting)." %

e Conceiving additionality in terms of investor contribution: There appears
to be an emerging support base for referring to the additionality criterion
in terms of investor contribution which is perceived to be more reflective
of the mechanism by which real world impact is achieved in the financial
context.

Despite the above areas of commonality, there are still significant potential
areas of divergence:

*  Whether impact-generating financial products are a separate vertical
category or horizontally integrated into other financial product
categories: The FCA framework establishes four mutually exclusive
investment labels, therefore Sustainability Impact is a separate vertical
category. On the other hand, it is possible to discern more openness to
horizontal integration in the positions which have so far been
communicated by EU policy stakeholders (e.g. Platform on Sustainable
Finance, ESAs, AFM).

e Underlying portfolio composition: This portfolio composition would be
influenced by whether impact-generating financial products are a
separate vertical category or horizontally integrated into other financial
product categories. The separate category established in the FCA
framework enables the portfolio composition for the Sustainability Impact
label to be focussed on investing mainly in solutions to sustainability
problems (i.e. different to the other sustainability labels). In the SFDR a
separate category would enable a similar constraint to be imposed in
relation to the underlying assets for impact-generating financial products.
In contrast, a horizontally integrated approach would tie asset selection
to the eligibility criteria of other product categories, limiting the ability to
apply distinct impact-focused constraints on the portfolio composition.

e Requirement for a theory of change: The FCA framework requires a
theory of change to be disclosed for products in the Sustainability Impact
category which sets out how the financial institution expects their
investment activities and the financial product's assets to achieve a
positive impact.

In addition to the above points of divergence, other key areas where qualifying
criteria need to be defined for impact-generating financial products are:

9 Note that in contrast to the belief of many stakeholders that there are not frameworks to assess
the investor contribution through financial products, the following frameworks were already
successfully tested, see SF Observatory (2023): The Impact Potential Assessment Framework
(IPAF) or IFD (2024): Fund Impact Assessment Gird

92 FCA (2023): Policy Statement PS23/16 Sustainability Disclosure Requirements (SDR) and
investment labels
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o Entity level requirements and disclosures: These should explain how
sustainability-related risks and opportunities are managed at entity level
and how this aligns with and support the sustainability-related objective
and other qualifying criteria for impact-generating financial products.

e Engagement criteria for impact generating financial products:
Recognising that engagement is one of the most effective impact
mechanisms for secondary market investment products, defining
engagement criteria should also be consistent with entity level
requirements and applicable to other financial product categories.

e Criteria for investing in primary and secondary markets for impact-
generating financial products: While achieving real-world impact is
generally easier in private markets, limiting impact-generating financial
products to private markets may not be desirable from the perspective of
retail investor suitability or for the broader growth of this category of
financial products.

In view of the Platform's recommendations to develop a common
understanding on impact investing in the sustainable finance framework, the SF
Observatory is currently developing recommendations to respond to the points
articulated in this Information Box which need to be considered to integrate a
concept of investor impact/contribution into the regulatory framework.

The Impact Potential Assessment Framework (IPAF) for financial products

As part of an EU H2020 research project, the SF
Observatory developed a new science-based
framework to assess the impact potential of financial
products.®3 The IPAF was already tested on 108 financial
products, demonstrating that the framework can be
used to qualitatively distinguish the impact potential of
different financial products within and across product
categories.*

The Impact Potential
) Assessment Framework
This open-source methodology could be used as a (IPAF) for financial products

starting point to define minimum requirements for the
impact potential or “additionality” of impact-generating financial products.

93 SF-Observatory (2023): The Impact Potential Assessment Framework (IPAF) for financial
products
94 SF-Observatory (2024): The Impact Potential Assessment Framework (IPAF) Pilot Test
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Recommendation 2: Adapt the MIFID 11/IDD sustainability preference
categories to the new SFDR categorisation approach and clarify the definition
of sustainability-related objectives at the earliest opportunity.

The results of our mystery shopping campaign in 10 EU countries reveal
significant concerns as to whether the current definition of sustainability
preferences provides a sound basis for a comprehensive assessment of client
objectives and preferences for sustainability investment. Based on our results we
expect that the current concept of sustainability preferences leads to a structural
misalignment between the language used by advisors and the actual
sustainability-related objectives of clients. As illustrated in chapter 4, this
misalignment creates a high risk of mis-selling, particularly for impact-oriented
clients who represent 51% of all European retail investors in our surveys.

The fact that the definition of sustainability preferences departs from a simple
correspondence to the SFDR categories of sustainable financial product
introduces complexity and uncertainty to the assessment process. The survey
results we presented in chapter 3 reveal that this complexity and uncertainty are
major blockers for sustainability-oriented retail investors to invest (more) in
sustainable financial products and increases the risk of financial advisors making
product recommendations that are not suitable for clients.

Improving the SFDR categorisation of sustainable financial products (as referred to
in Recommendation 1) would enable improvements to the definition of
sustainability-related objectives and preferences and the suitability assessment
process more broadly. While the current definition of sustainability preferences
moves away from a simple correlation with the Art 8 and Art g categories (to
ensure that only financial instruments with some level of sustainability-related
materiality are recommended to clients with clear sustainability preferences), an
improved approach to sustainable product categorisation would allow for a much
closer alignment between the assessment of client sustainability preferences and
the categorisation of sustainable financial products.

Rationalising the definition of sustainability-related objectives and preferences
to better align with an improved categorisation of sustainable financial
products would contribute to:
¢ Increased regulatory clarity and consistency, resulting in a less
information costs and greenwashing risks and likely an increase in
sustainable investment flows.
e Areduced risk of mismatch between client sustainability sustainability-
related objectives and preferences and the financial products
recommended. In particular, impact-oriented clients would be better
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served, as they could explicitly express a preference for impact-
generating financial products, which must then be reflected in the
product recommendation.

Information Box: A further route to integrate client sustainability -related
objectives into financial product recommendations

Along with the regulatory changes to introduce a mandatory assessment of
sustainability preferences into the suitability assessment, there were
corresponding changes to integrate sustainability considerations into financial
product governance rules.

When product manufacturers identify the potential target market® for a
financial product, and are specifying the types of clients whose needs,
characteristics and objectives the financial product is compatible with, the MiFID
Product Governance Amendments® now require sustainability-related objectives
to be considered as a type of objective for clients.?” Investment firms should
determine whether a financial product meets the identified needs,
characteristics and objectives of the target market by examining (among other
things) the financial product's sustainability factors.?® Therefore product
manufacturers should specify to which group of clients with sustainability-
related objectives the financial product is supposed to be distributed, and
determine that the financial product's sustainability factors is consistent with the
target market.

While this sounds good in theory, there is a significant amount of uncertainty in
relation to these regulatory provisions which exacerbates the issues we have
identified about the weaknesses in the definition of sustainability preferences
and SFDR categorisation of sustainable financial products.

First, the concept of sustainability-related objectives is not defined in the
MIFID Product Governance Amendments. This entails a significant risk of
heterogeneous practice among investment firms in terms of how the
concept is interpreted. Therefore, as argued in chapter 2, the appropriate
interpretation of sustainability-related objectives should be according to the
main categories identified through research: value alignment and impact.

% Target market assessments will vary but will largely focus on the risk profile of the financial
product, the type of investor which the product is suitable for and importantly the type of investor
the product is not suitable for (i.e. the negative target market).

% Delegated Directive (EU) 2021/1269

97 Article 1(2)(a) Delegated Directive (EU) 2021/1269. The concept of sustainability factors is
defined by referring to how that phase is defined in the SFDR which provides the following
definition: ‘sustainability factors’ mean environmental, social and employee matters, respect for
human rights, anti- corruption and anti-bribery matters (Article 2(24) Regulation (EU) 2019/2088).
% Article 1(2)(b) Delegated Directive (EU) 2021/1269
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We consider that there is a pressing need to define the concept of
sustainability-related objectives and a starting point for doing so could the
following definition:

“A sustainability-related objective may be either impact-generating or
alignment-seeking:

- An impact-generating sustainability-related objective means contributing to
positive real-world impacts through the investment process.

- An alignment-seeking sustainability-related objective means aligning the
investment with a defined set of sustainability factors.”s?

Second, while clarifying the concept of sustainability related objectives would
be a significant step in the right direction, there is still uncertainty in relation to
how the amended product governance obligations interact with the assessment
of sustainability preferences during the suitability assessment. This in turn
means further uncertainty as to what extent sustainability-related objectives
feature in the decision making by advisors around financial product
recommendations.

In this context, we consider that alongside improving the SFDR
categorisation of sustainable financial products (see Recommendation 1) and
corresponding changes to the definition of sustainability preferences (see
Recommendation 2), there should be a further mechanism to assess client
sustainability-related objectives during the suitability assessment and
ensure that the financial product recommendation achieves a match
between the client sustainability-related objectives and the sustainability-
related objectives articulated under the MiFID Product Governance
Amendments (in addition to assessing client sustainability preferences during
the suitability assessment and ensure that the financial product
recommendation achieves a match with the client sustainability preferences).

9 Note that these are only suggested starting points for definitions and reflect the main concepts
that should be included in any definition. The final form of any definition would need to be
integrated into the relevant text and therefore synergise with other definitions used in that text.
Note the term sustainability factors in this context refers to the existing definition in Article 2(24)
SFDR.
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Guidance and Questionnaire for assessing client sustainability preferences and
motivations

The SF Observatory has developed over a two years
process with input from various financial institutions,
academics and civil society organisations a Guidance
and Questionnaire to assist investment firms in carrying
out a comprehensive assessment of client sustainability
preferences (according to MiFID 1) and wider
sustainability motivations.*°

Questionnaire for assessing
client sustainability
preferences and motivations

This work could be used to inform the integration of
client sustainability-related objectives into the EU
sustainable finance framework.

Recommendation 3: Ensure that ESMA's proposed Common Supervisory Action
is carried out as a matter of urgency and to the most comprehensive degree
possible.

The mystery shopping campaign results reveal a low level of compliance with the
regulatory provisions requiring a mandatory assessment of client sustainability
preferences during the suitability assessment (see chapter 4).

The results show different aspects to this low level of regulatory compliance.
According to the current campaign average (EU10) result, in only 43% of
appointments did the advisor bring up the subject of sustainability preferences
without any prompting by the client. The results also showed significant variability
ranging from 13% in Spain to 74% in Germany. This indicates that variability in
advisor behaviour has continued despite the regulatory changes and market
practice has not yet been harmonised. Further results presented in this report
reveal cause for concern in relation to key aspects of the procedure for assessing
sustainability preferences. Hence, these results raise concerns about whether the
regulatory changes in MiFID Il are effective in contributing to the desired policy
objective. In theory, the procedure articulated in the regulatory changes should
create an incentive structure so that over time the financial product offering
changes to reflect increasing client preferences for sustainable investment.

However, if the minimum proportion to be invested in accordance with
sustainability preferences is not being assessed, and the record keeping at various
steps of the suitability assessment is not adequate, then there is no evidence as to
the extent to which clients are adapting their sustainability preferences. And

190 SF-Observatory (2023): Questionnaire for assessing client sustainability preferences and
motivations
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where there is no such evidence, it is unlikely that there will be any incentive
structure for investment firms to change the profile of their financial product
offering.°*

We have expressed elsewhere? our concerns about the level of regulatory
oversight afforded to the suitability assessment. The general obligation of
competent authorities in respect of supervision©3 is very broadly drafted. There
are no explicit provisions which relate to regulatory oversight of the suitability
assessment and any regulatory oversight which does occur will be largely
dependent on record keeping obligations which apply to financial institutions.

In fact, as described in chapter 4, we continue to observe significant non-
compliance with the revised MIFID Il requirements in France, even months after
the AMF published its report on their own mystery shopping visits.*** Our results of
300 mystery shopping visits in France in 2024, suggest that the actions taken by
the AMF have not led to sufficient consequences for financial institutions found to
be non-compliant with the revised MIFID Il requirements.

We consider that the planned route to integrating assessment of client
preferences for sustainable investment into the suitability assessment relies
on a level of regulatory oversight and enforcement which may not exist.
Addressing this oversight and enforcement gap at national level s critical to
create an enabling environment which is compatible with integrating
sustainability considerations. And greater coordination at EU level is necessary
to work towards harmonisation of approaches across the EU.

In previous discussions of mystery shopping results, we have called for a
coordinated review to assess the level of regulatory compliance with the new
suitability assessment requirements.*s Therefore the announcement from ESMA
in relation to a Common Supervisory Action (CSA) with NCAs on the integration of
sustainability in firms' suitability assessment and product governance processes
and procedures in 2024 is a positive step.*°® Further details about the CSA are
scarce at this stage but we urge ESMA to ensure that this is carried out as a matter
of urgency and to the most comprehensive degree possible.

191 \Without this incentive structure, the whole theory of change for EU sustainable finance policy
(in relation to ensuring financial institutions take account of increasing client preferences for
sustainable investment meaning that these client preferences are leveraged in support of
reorienting finance towards sustainable investment) is critically undermined.

192 See SF Observatory, 2022, Integrating client preferences for sustainable investment .. still a way
to go and 2Dll, 2022, Fighting greenwashing .. what do we really need?

103 Article 22 Directive 2014/65

194 AMF (2024): Report on Sustainable Finance Mystery Shopping Visits

195 See SF Observatory (2023): Moving the blockers of retail sustainable finance

106 See ESMA (2023): https.//www.esma.europa.eu/press-news/esma-news/esma-launch-
common-supervisory-action-mifid-ii-sustainability-requirements
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SF Observatory GitHub platform: Mystery shopping visits repository

The SF Observatory conducted one of the largest
European mystery shopping projects to scrutinise
how advisors assess client sustainability-related

objectives and preferences across 10 EU countries =
between 2021-2024. Key findings were published

in a series of reports. In 2024, we made all our - e
; pr—— sustainable finance

mystery shopping visits methologies and results
public on our GitHub platform, including our latest
large scale campaign with 300 visits in Fance
based on a methodology developed by University
Kassel.*

Please Don't Let Them
Be Misunderstood!

These resources could inform national mystery
shopping campaigns expected under the Common Supervisory Action.

Recommendation 4: Use the measures to improve knowledge and competence
of financial advisors announced under the Retail Investment Strategy to define
precise and comprehensive requirements around sustainable finance
knowledge and competence.

The results of our mystery shopping campaign raise concerns about whether the
regulatory changes have led to the necessary improvements in the level of
sustainable finance expertise among financial advisors (see chapter 4). While the
mystery shoppers did not report specific concerns regarding the advisors'
knowledge of sustainable finance, the generally low levels of regulatory
compliance, combined with poor knowledge among advisors when it comes to
accommodating impact-oriented investment opportunities, are cause for concern.

These findings appear to contradict the clear message from the Commission and
ESMA, which emphasise that investment firms must ensure that anyone giving
investment advice has the necessary knowledge and competence. Firms are
required to implement policies to ensure advisors understand key features of
financial products, including sustainability factors. Additionally, the ESMA
Guidelines recommend that investment firms provide appropriate training to staff.
However, while the regulatory framework establishes knowledge and training
obligations, it lacks specificity on what should be included in this training.*°®

197 https:/ /github.com/SFObservatory/Data.SFO

198 And the principles-based guidance in the ESMA's Guidelines for the assessment of knowledge
and competence and Guidelines on certain aspects of the MiFID Il suitability requirements do not
provide further assistance.
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The Retail Investment Strategy (announced in May 2023) includes proposed
measures to strengthen and harmonise requirements on knowledge and
competence of advisors.’*® Under these proposals, certain requirements currently
outlined in the ESMA Guidelines would be elevated to legal obligations, with an
additional focus on sustainable investments. Compliance with these requirements
would need to be demonstrated through certification, and there would be a
limited requirement for ongoing professional training.

These proposed regulatory changes offer a strong opportunity to establish
legal requirements aimed at improving the sustainable finance expertise of
financial advisors. In this context, defining precise and comprehensive
requirements around knowledge and competence for the sustainable
investment is critical to articulate the minimum level of knowledge to ensure
that financial advisors can carry out a comprehensive suitability assessment.
Considering the results presented in this report that advisor knowledge of
investor impact is a persisting key weakness across Europe, we consider that
requirements around knowledge and competence of investor impact should
be a key area of focus.

As of the date of this report, these proposals are progressing through the EU
legislative process. The European Parliament and the Council are reviewing the
Commission's proposals, and a common position is expected to be reached within
approximately a year. However, the evolving direction of the Commission and the
current political context make it difficult to predict the next steps with certainty.

Recommendation 5: Launch comprehensive public education initiatives to
enhance sustainable finance literacy among European retail investors.

A lack of general financial literacy as well as a low level of sustainable financial
literacy appear to be major obstacles that discourage retail investors from
investing sustainably (see chapter 3). This manifests in various ways - one
example being that less financially literate investors often overlook fees and may
mistakenly believe that higher-cost funds will yield better returns after fees.*°
While this issue is present in conventional investments, the added complexity of
sustainability further amplifies it. In addition, despite increasing societal awareness
of sustainability-related issues, there is less awareness of how individual savings
and investments relate to these challenges. Therefore, leveraging this awareness

199 Proposal for a DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL amending
Directives (EU) 2009/65/EC, 2009/138/EC, 2011/61/EU, 2014/65/EU and (EU) 2016/97 as
regards the Union retail investor protection rules

10 See Gutsche/Wetzel/Ziegler (2023): Determinants of individual sustainable investment
behavior - A framed field experiment
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about sustainability by increasing retail investor sustainable finance literacy would
be a key measure to support reorienting finance towards sustainable investment.

At the same time there is also an important consumer protection aspect. As
discussed in Recommendation 4, our mystery shoppers did not report specific
concerns regarding advisors' knowledge of sustainable finance. However, the
generally low levels of regulatory compliance indicate that the sustainable finance
expertise of financial advisors needs improvement. In fact, as shown in chapter 2,
most impact-oriented retail investors can be easily misled by misleading impact
marketing claims in product marketing materials or by misleading explanations by
advisors. Therefore, currently most retail investors lack the ability to recognise
when they are receiving poor financial advice. While it is essential to uphold
advisors' duties to their clients, improving retail investor sustainable finance
literacy would also help mitigate consumer protection risks.

Increasing the levels of financial literacy is one of the Commission's priorities
under the 2020 Capital Markets Union Action Plan and the Retail Investment
Strategy includes proposed measures to achieve this. The package introduces
new provisions aimed at encouraging Member States to develop both formal and
informal learning initiatives that support the financial literacy of retail investors in
relation to responsible investing. Retail investors should have continuous access
to educational materials that support their financial literacy, and the material
should in particular take account of differences in age, education levels and the
technological capabilities.

However, these proposals notably lack any mention of sustainable finance
literacy. Given the considerations outlined above, we believe that Member
State initiatives to promote financial literacy must also emphasise the
importance of sustainable finance literacy as a key requirement for retail
investors to invest (more) sustainably. Furthermore, this focus should be
explicitly recognised in the relevant EU-level provisions.

These aspects are covered in the same proposal that includes measures to
increase knowledge and competence of advisors. Currently, the European
Parliament and the Council are reviewing the Commission's proposals, with a
common position expected to be reached within approximately a year. However,
given the evolving direction of the Commission and the broader political
landscape, the next steps remain uncertain.
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MyFairMoney - A free, independent and non-profit information platform

The SF-Observatory has MYMBIRMONEY knowiedgetub «  uestionnaire  Product-Database v Meeting your aisr
continuously improved its

MyFairMoney platform since its o w
launch in 2020. MyFairMoney seeassustainability :

has become one of the leading delialiid it L

public information sources on Clmate change, extreme poverty, species extincton: what can

sustainable finance in Europe, KZ’;&;?JZEZJ’i‘;’ble..'&i"lﬁiﬁ?ﬁiﬁiﬁi"ﬁf e ~
offering educational materials .nr:ggs::jgn?en?;a;Z:.tm;:;:r:f:el\g:ryeoiftr:iake

sustainability into account, and invest in line with your values. L

(videos, podcasts,

documentaries), a sustainability questionnaire, databases of funds and impact
products, and more.** This publicly funded tool is supported by major consumer
protection and civil society organisations and could be used in public educational
initiatives on sustainable finance.

™ See www.myfairmoney.eu
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Annex 1 - Country specific results

Figure 18: Investor objective profiles across EU countries
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Figure 19: The attitude-behaviour gap of sustainability-oriented investors per country
(EU6)
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Note: Countries: Belgium, Italy, Netherlands, Poland, Spain and Sweden; N= 6015; year: 2022

Figure 20: The attitude-behaviour gap of sustainability-oriented investors per country
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Note: Countries: Germany, Netherlands, Italy and France; N= 3106; year: 2023-2024
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Figure 21: Appointments where the advisor raised the subject of sustainability
preferences without any prompting per country
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Note: Countries: Italy, Netherlands, Spain, Ireland, Greece, Estonia, Romania, Germany, Denmark
and France; N= 407; year: 2022-2024
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Annex 2 — Meta data

Surveys

The following table presents key characteristics related to the collection of the surveys. It provides details on the countries where the

surveys were administered, the respective years of data collection, the total number of observations, and information regarding the

composition and scope of each sample. For further information, refer to the repository link (questionnaire, research papers, among

others).
Metadata
. Data
Identifier Github Date Geographic Numbef of collection Repository link**?
coverage observations
company
18 vears old minimum https://github.com/SFO
gurvey ESG sav{e at least 10€ per ’ | bservatory/Data.SFO/tr
urvey . 04500
preferences ESG_france_2021 2021 France 1000 Kantar month ee/maln/Exc.el/gZC %20
France 2021 48 % Male - 52 % documentation%20and
Female %20research%20paper
s/ESG_france_2021
https://github.com/SFO
Survey 2. bservatory/Data.SFO/tr
- . 00
SurVeY_ Exclusion_Germa 18 years old minimum ee/maln/ExgelA)ZC %20
exclusion 2021 Germany 1000 Kantar 51 % Female - 49 % documentation%20and
ny_2021
Germany 2021 Male %20research%20paper
s/Exclusion_Germany_
2021

2 For additional details on the surveys' documentation, data analysis, and related research, refer to the repository link.
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Number of
observations

DEE:]
collection
company

Repository link*

6004 (Germany:
1000, Greece:

18 years old minimum,

https://github.com/SFO
bservatory/Data.SFO/tr

Survey 3. gfgglaemgstoma 1050, Italy: 1053, save atleast 10€ per | ee/main/Excel%2C%20
Eg'{gey demand Survey_ESIP_2021 2021 Ireland’Romani;a Netherlands: Kantar month documentation%20and
2021 and De’nmark 1000, Poland: 51 % Female-49 % %20research%20paper
) 1000; Sweden: Male s/Survey_ESIP_2021
1000)
Respondents above 18 | https://github.com/SFO
— years old, people saving | bservatory/Data.SFO/tr
615(1)82 (SB e;%:]u.m. at least €50/month ee/main/Excel%2C%20
Survey 4. Belgium, Italy, 1000’ Estonia' and/or with at least documentation%z20and
Survey demand | g 2022 2022 the Netherlands, 1000’ Ireland'. Kantar €900 infinancial assets | %20research%20paper
level EEl 2022 - Poland, Spain, 1001’ Romania' (or equivalent S/EEI_2022
and Sweden. 1002; Denmark: depethng on
1001) countries).
49 % Male-51 %
Female
https://github.com/SFO
Survey 5. bservatory/Data.SFO/tr
Survey demand EEI wealtheerma Wealth people with ee/main/Excel%2C%20
for WTauh n —2022 g 2022 Germany 400 Kantar more than 250K€ of documentation%20and
geop ein 5022 y- assets %20research%20paper
ermany S/EEl_wealthgermany_2
022
Survey 6. 2106 (Germany: 18 years old minimum | https://github.com/SFO
survey _— Germany, Italy v 51 % Female - 49 % bservatory/Data.SFO/tr
sustainability | Survey_sustainabi 702, ltaly: 701, ee/main/Excel%2C%20
: lity 2023 2023 and The Netherlands: Kantar Male SHLLTD
preferences Y- Netherlands : Financial Decisions documentation%z20and
2023 - FITOP 703) %?20research%20paper

made by themselves
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DEE:]

collection

Repository link*

company

s/Survey_sustainability
_2023

Survey 7.
Survey
sustainability
preferences
France 2024

Survey_sustainabi
lity_france_2024

2024

France

1000

Kantar

18 years old minimum,
people saving at least
€50/month and/or with
at least €900 in financial
assets

52 % Female - 48 %
Male

Decisions made by
themselves

https://github.com/SFO
bservatory/Data.SFO/tr
ee/main/Excel%2C%20
documentation%20and
%20research%20paper
s/Survey_sustainability

_france_2024
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Mystery shopping campaigns

The mystery shopping methodologies, developed in line with the European Banking
Authority (EBA) guidelines, were designed to assess how financial institutions handle
sustainability preferences during client suitability assessments. The campaign’s goals
focus on evaluating regulatory compliance, testing the boundaries of how sustainability
preferences are defined, and gauging financial advisors’ understanding of sustainable
finance. Financial products targeted were those marketed to retail clients with
sustainability preferences, and the mystery shopping covered a broad selection of
institutions and distribution channels across European countries. Mystery shoppers
portrayed standardized client profiles with different investment amounts and a desire to
invest sustainably, ensuring consistent yet diverse testing across markets. They were
thoroughly trained and briefed to ensure reliability and realism in their interactions.

Each mystery shopper received a tailored scenario and completed an objective
feedback questionnaire immediately after their visit, to collect objective, controlled
structured data by Bare International or directly by SF Observatory. Widely used in the
financial sector, mystery shopping assesses the quality of advisory services and has
influenced regulatory developments. Unlike customer surveys, it captures subtle
process details and systemic shortcomings that real clients often overlook. Then, the
findings were analyzed both quantitatively and qualitatively to identify trends and areas
for improvement. Our methodologies were designed to align with the EBA’s standards
but also aims to provide meaningful insights into the real-world application of
sustainability-related regulations by financial advisors across the EU.

In the most recent campaign conducted in France 2024, we built our approach on a
novel mystery shopping methodology developed by the University of Kassel."*® In this
case, the campaign was executed both in person and remotely, seeking advice on how
to invest on different sustainability preferences, investment amounts and risk
preferences. To ensure consistent and reliable data collection, mystery shoppers were
carefully trained according to the French financial context and including modules on
local regulatory frameworks such as AMF guidelines, along with EU-wide directives like
MiFID Il and SFDR. Besides, mystery shoppers were also assigned one of the three
standardized investor profiles, with clear sustainability preferences aligned with EU
disclosure regulations. To maintain methodological consistency and enhance
comparability, all consultations were recorded and documented using the same audio
summary and online survey format used in former campaigns.

13 Cauthorn/Eckert/Kellers/Klein/Zwergel (2024): Do advisors respond to investors' sustainability
preferences?
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Metadata

Identifier

Geographic coverage

Number of
observations

Data
collection

Repository link**

company

3 different profiles of mystery
shoppers:

-one wantstoinvestin line
with the established concept

https://github.com/SF

Mystery Denmark, Estonia, of sustainably preferences | Observatory/Data.SFO
shopplhg 2022 Germany, Greece, Bare -one would like to investina | /tree/main/Excel%2C
campaign 1 - Mystery_2022 253 . . . 0 o
-2023 | Ireland and International | way which generates positive | %20documentation%?2
2022 Romania impact in the real world 0and%20research%20
- one wants to be sure its papers/Mystery_2022
investments are in no way
connected to pesticides or
tobacco
https://github.com/SF
Mystery Denmark, Estonia, 6'pr0f.|les - low, average and Observat'ory/Data.SFO
shopping high risk tolerance and for /tree/main/Excel%2C
) Ireland, Germany, Bare ) .
campaign 2 - Mystery_ESIP_2021 2021 199 . each one agnostic or %20documentation%?2
Greece and International | . S .
ESIP 2021 . interested in investing green | 0and%20research%20
Romania.
mystery shopper papers/Mystery_ESIP_
2021
https://github.com/SF
Mystery Observatory/Data.SFO
shopping 3 profiles : risk-averse, risk- | /tree/main/Excel%2C
campaign 3 - Mystery_france_2021 2022 | France 100 | SFO taker and actively interested | %20documentation%2
France 2021 by green investment 0and%20research%20

papers/Mystery_france
2021

14 For additional details on the campaigns' documentation, data analysis, and related research, refer to the repository link.
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Repository link**4

company

2 different profiles of mystery
shoppers interested in
investing in sustainable

Myster . products :
sh{)ppi?ﬁ/g ',\tlaez]j‘l’aar']zs tzr‘f ] Bare - one asking for a minimum | https:/github.com/SF
campaign 4 - Mystery_EEI_2023 2023 Sweden (only 8 98 International proportion of 100% to be Observatory/Data.SFO
Level EEI 2023 visits) invested in environmental /tree/main/Excel%2C

sustainable investments %20documentation%2

- one askingto investin away | 0and%20research%20

that generates positive papers/Mystery EEI_20

impact 23

3 Profiles : https://github.com/SF

- one asking for a 100% Observatory/Data.SFO
Mystery minimum proportion /tree/main/Excel%2C
shopping - one asking forinvestments | %20documentation%2
campaign 5- | Mystery_france_2023 2023 | France 64| SFO that generate impact 0and%20research%20
France 2023 - one does not ask for papers/Mystery_france

anything to see if financial _2023

advisor will propose him

sustainable investments

4 Profiles: https://github.com/SF

- EU Taxonomy Observatory/Data.SFO

- Sustainable investments /tree/main/Excel%2C
Mystery - PAI %20documentation%?2
shopping - No sustainability preference | 0and%20research%20
campaign Mystery_France_2024 | 2024 | France 304 | SFO papers/Mystery_france
France 2024 Investment amounts and risk | _2024

preferences changed across
visits. This campaign was
developed in partnership with
University of Kassel.

63



Contact: nicola-koch@sf-observatory.org

Sustainable finance observatory

Hosted by the Paris Agreement Research Commons (PARC)
foundation of the Institut Louis Bachelier network

28 place de la Bourse 75002 Paris France

Disclaimers:

This Work reflects only the views of Sustainable Finance Observatory. Other
members of the Finance ClimAct Consortium are not responsible for any use
that may be made of the information it contains.

Co-funded by
the European Union

This project has received funding from the
European Union’s LIFE program under grant
agreement LIFE18IPC/FR/000010 AF.F.A.P.
The European Commission is not responsible
for any use that may be made of the
information it contains.


https://parc-research.org/about
https://www.institutlouisbachelier.org/

En
REPUBLIQUE
FRANGCAISE
Fouint

Sustainable finance

“BSERVATORY

Finance ClimAct contributes to the implementation of French and Euro pean
policies for sustainable finance, in line with the European Green Deal and
France's National Low Carbon Strategy.

It will develop the tools, methods, and new knowledge to achieve this goalin
the coming years by: (1) supporting investments in energy efficient, and low-
carbon industries, (2) considering the double materiality of climate change in
financial management and supervision and (3) integrating environ mental
objectives into retail investors decisions.

The project is coordinated by the French Agency for Ecological Transition,
The Ministry for Ecological Transition, The Autorite des Marcheés Financiers,
the Autoriteé de controle prudentiel et de résolution,

2" Investing Initiative, The Institute for Climate Economics, the Institut de la
Finance Durable and RMI.

Finance ClimAct is an unprecedented programme which comprises a total
budget of 18 million euros, 10 million of which are provided by the European
Commission.

Duration: 2019-2024
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