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The interest in investment products with features related to environmental, social and governance (ESG) 
matters has grown exponentially during the past several years. By the end of last year, the Principles for 
Responsible Investment, the largest global network of institutional investors committed to including ESG 
factors in their investment decision making and ownership, had more than 2,500 signatories 
representing over US$85 trillion in assets under management.  
 
Yet despite this rapidly increasing commitment from leading investors, confusion about the data and 
terminology associated with ESG investing persists. This critical lack of transparency has prompted 
investment professionals and market participants to call for the development of a global standard that 
can bring order and serve as a mechanism to help align client investment objectives with product intent. 
 
Investors must have transparency into the design of an investment product of potential interest if they 
are to be able to determine if the product aligns with their needs. This type of information is helpful, 
even when the product carries a label that requires the product to conform to certain minimum 
requirements. 
 
Last month, we released a Consultation Paper for the development of ESG Disclosure Standards for 
Investment Products. The scope, principles and structure proposed in the Consultation Paper intend to 
provide the necessary transparency through which investment managers can better communicate the 
nature and characteristics of ESG-centric funds and investment strategies. 
 
The Consultation Paper was developed with input from a volunteer working group convened from 
across the international investment industry. All individuals, groups and organisations are welcome to 
submit their comments   
 
Developing a Broad Global Standard 
 
At the close of last year, the European Union’s Sustainable Finance Disclosure Regulation (SFDR) came 
into force. The regulation has as its focus the disclosure of environmental and social impacts and 
could be viewed as a mechanism to ensure that the classifications of its Taxonomy for sustainable 
activities gets into the hands of investors. 
 
SFDR’s focus on sustainability is logical considering it is a part of a large program to bring private capital 
into alignment with European Union policy objectives. This effort is applaudable and the EU is a leading 
voice internationally when it comes to sustainability. 
 
In addition to the capital markets policy motivation, there is demand from investors to have more 
information about sustainability in order to inform their investment product choices, and—more 
specifically—to understand if products invest in economic activities that have an adverse impact, and 
the degree to which the product invests in economic activities deemed “sustainable.”   
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Investors also consider their personal values and religious beliefs, their philanthropic desires, their 
expectations about the future, their reputation, their goals to shape the world, and of course their 
financial needs. These are not easily untangled.   
 
The ESG Disclosure Standards for Investment Products by CFA Institute will differ from other industry 
standards and initiatives in several important ways. First, the Standard will focus on disclosures for 
investment strategies and funds offered by investment management firms, rather than disclosure of ESG 
data by companies or issuers.  
 
Second, the Standard will seek disclosure of information about how asset managers incorporate ESG 
factors into the objectives, policies, constraints and strategies of investment products. 
 
Third, it will have procedures for independent third parties to examine product disclosures so that 
investors can have some level of assurance that those disclosures are a fair representation of the 
product.  
 
The proposed Standard recognizes this full spectrum of considerations and aims to provide the 
necessary transparency of information for investors so that they can better assess how a product can 
meet their unique set of needs and values. This will be achieved by having the investment product firms 
provide information about a product’s objectives, policies, constraints and methods. 
  
Even though the Standard will not focus solely on sustainability, it is expected to facilitate better 
conversations between the investor—who wishes to invest according to specific ESG or sustainability 
criteria—and his or her adviser or professional asset manager by establishing disclosure requirements at 
the fund or product level. 
 
Responding to the Consultation Paper 
   
The consultation period will be open until 19 October 2020.  The feedback received during the 
consultation period will inform an Exposure Draft, an initial version of the Standard, which is planned to 
be released for consultation in May 2021, with the Final Draft of the Standard planned for release in 
November 2021.  
 
It is vital to have diverse perspectives in the formulation of global standards and we welcome you to be 
a part of the process by submitting your comments.  
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