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WHAT IS SUSTAINABLE FINANCE?
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WHAT DOES IT INCLUDE?

A strong green finance component that
aims to support economic growth while:
• reducing pressures on the

environment
• addressing green-house gas

emissions and tackling pollution

• minimising waste and improving
efficiency in the use of natural
resources

Activities that fall under the heading of
sustainable finance, to name just a few,
include sustainable funds, green bonds,
impact investing, microfinance, active
ownership, credits for sustainable projects
and development of the whole financial
system in a more sustainable way.

DEFINITION

Sustainable finance is the provision of
finance to investments taking into
account (2) considerations which are
becoming more important aspects in
the investment needs from an
investors’ perspective

It aims to ensure and improve
economic efficiency, prosperity, and
economic competitiveness both today
and in the long-term, while
contributing to protecting and
restoring ecological systems, and
enhancing cultural diversity and social
well-being.

AWARENESS & TRANSPARENCY

Increasing awareness of and
transparency on:
• the risks which may have an impact

on the sustainability of the financial
system

• the need for financial and corporate
actors to mitigate those risks through
appropriate governance

The regulatory dynamic on sustainable finance has accelerated significantly, with the EU Commission recently launching a strategy for
reforming the EU financial system to support its climate change and sustainable development agenda.

The “Action Plan: Financing Sustainable Growth,“ released on 8 March 2018, represents an ambitious roadmap that aimed at embedding
sustainability considerations firmly into themainstream of financial markets.

“SUSTAINABILITY IS THE THEME OF OUR TIME ” (1)

REGULATORY JOURNEY

(2) Environmental, social and governance(1) EU High-Level Expert Group on Sustainable Finance, Final Report 2018
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ESG IS BECOMING THE COMMON LANGUAGE OF SUSTAINABLE FINANCE
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Environmental

Social

Governance

§ Climate change
§ Carbon emissions
§ Water stress
§ Renewable energy
§ Natural capital

§ Human capital
§ Labour standards
§ Human rights
§ Privacy and data security
§ Community engagement 

§ Corruption and bribery
§ Business ethics
§ Board pay
§ Board diversity
§ Ownership
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REMINDER OF UNITED NATION SUSTAINABLE DEVELOPMENT GOALS (SDGS)

- 6 -

§ The SDGs were adopted on September 25, 2015. 

§ They comprise 17 goals which are: 

• underpinned by 169 targets that address social, environmental and economic issues

• intended to provide a roadmap to addressing the world’s most pressing issues by 2030

No powerty

Zero hunger

Good health and well being

Quality education

Gender equality

Clean water and sanitation

Affordable and clean energy

Decent work and economic growth

Industry, innovation and infrastructure

Industry, innovation and infrastructure

Rediced inequalities

Sustainable cities and communities

Responsible consumption and production

Climate action

Life below water

Life on land

Peace, justice and strong instititutions

17 SUSTAINABLE DEVELOPMENT GOALS
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WHAT ARE THE OBJECTIVES WITH SUSTAINABLE FINANCE ?
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REORIENTING CAPITAL 
FLOWS TOWARD 

SUSTAINABLE INVESTMENTS

MAINSTREAMING 
SUSTAINABILITY

INTO RISK MANAGEMENT

FOSTERING TRANSPARENCY
& LONG-TERMISM

No common definition
of “sustainable” investment

Risk of “greenwashing”
of investment products

EU classification (taxonomy)
of sustainable activities

Set standards and benchmarks for low-
carbon/ positive impact financial

products to give investors certainty

Analyze whether capital requirements
should reflect exposure to climate

change and environmental risks

Underestimation of ESG factors
and their impact by investors

Analyze whether capital requirements
should reflect exposure to climate

change and environmental risks

Clarify institutional investors’ and 
managers’ (fiduciary) duties to integrate

ESG factors into investment process

Insufficient information on corporate
sustainability-related oversight and 

activities

Enhance non-financial information 
disclosure and foster more sustainable

corporate governance

W H AT ? W H Y ? H O W ?
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EMERGING STANDARDS ON ESG
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Building on the recommendations of the EU HLEG (3) published in 2018, the Action Plan’s key objectives are:

(3) High Level Expert Group on Sustainable Finance 

1 2 3

TAXONOMY RISK MANAGEMENT DISCLOSURE

Establishing a common
taxonomy to help redirect
capital flows toward sustainable
investments

Mainstreaming sustainability into
risk management by clarifying
investor fiduciary duties as well as
capital requirements for
environmental and climate risks

Take action to enhance
sustainability governance as well
as corporate disclosure of non-
financial information
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THE ESG LABELS IN FRANCE
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In France, as in other European countries, four labels exist for socially responsible investment funds:

The Finansol label: created by a collective of solidarity finance in 1995, this label
distinguishes solidarity savings products

The CIES label: label of the Intersyndical Committee for Employee Savings (CIES),
dating from 2008, is issued for the ranges of employee savings funds

The Greenfin label: created in 2015, following COP 21 by the Ministry of Ecological and
Inclusive Transition to distinguish the funds that finance the energy and ecological
transition

The ESG label created by the Ministry of Finance to distinguish funds that finance
companies contributing to sustainable development in all sectors of activity

Unlike the first three labels, the ESG label, launched in 2016, aims to be more global by
defining a framework for socially responsible investment products
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WHAT DOES AN ESG LABEL IMPLY FOR ASSET MANAGERS ?
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It requires the asset manager to 
publish, at least once a year, 

measures of the extra-financial
impacts of the product

1 2 3

A LABELED ESG PRODUCT IS NECESSARILY DIFFERENT
FROM AN SRI PRODUCT WHICH IS NOT

The ESG label requires Asset Managers 
to integrate, into the product

investment process, in a "systematic
and measurable" way, the extra-

financial analysis of the companies in 
which the product is invested

It imposes a policy of engagement 
vis-à-vis these companies with the 
objective of making them progress
towards a better consideration of 

sustainability issues
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REGULATORY FRAMEWORK
OF SUSTAINABLE FINANCE
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WHAT TIMELINE?
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2015
Paris Agreement

Jan 2018
HLEG Report

March 2018
Action Plan

May 2018
Legislative Proposal

June 2018
Technical Working Groups 

(HLEG)

November 2019
“Fitness-check” of EU legislation on public

corporate reporting

Implementation of Action Plan Elements
based on TEG Reports

December 2019
Regulation on EU Taxonomy 

Creation of EU-Ecolabel
Between 2021 & 2022

Full implementation of Action Plan

Subsequent Expansion
to social sustainability criteria

July 2019
Draft HLEG report 
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WHERE DO WE STAND ON REGULATORY SIDE ?
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The Commission has also launched a fitness check of EU legislation on public corporate reporting, including
the Non-Financial and Diversity Information (NFI) Directive

The HLEG report has suggested in this context an EU omnibus proposal that could amend multiple EU
Directives such as IORP II, PEPP, Solvency II, MiFID II, UCITS, AIFMD and the Shareholder Rights Directive

The subsequent objective is to integrate sustainability taxonomy into EU law. This taxonomy will serve as a
basis for developing further standards, labels, green-supporting factors for prudential requirements and
for measuring financial flows

The plan also outlines its intent to clarify investor fiduciary duties to consider ESG factors, although the EU
has yet to provide details on legislative proposals

The EU agreement made on the Taxonomy Regulation in December 2019 which will establish an EU-wide
classification system (or taxonomy) intended to provide firms with common standards and criteria

The Commission’s Action Plan recognizes the need for legislative action to classify sustainable activities
and financial products to facilitate the reorientation of capital toward sustainable investments

The European Securities and Markets Authority (ESMA), has published its Strategy on Sustainable
Finance in February 2020, which sets out how ESMA will place sustainability at the core of its activities by
embedding ESG factors in its work.
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THE ESMA KEY PRIORITIES ON SUSTAINABLE FINANCE

Completing the regulatory framework on transparency obligations via the Disclosures Regulation.
ESMA will work with the EBA and EIOPA to produce joint technical standards

Reporting on trends, risks and vulnerabilities (TRV) of sustainable finance by including a dedicated
chapter in its TRV Report, including indicators related to green bonds, ESG investing, and emission
allowance trading

Using the data at its disposal to analyse financial risks from climate change, including potentially
climate-related stress testing in different market segments

Pursuing convergence of national supervisory practices on ESG factors with a focus on mitigating the
risk of greenwashing, preventing mis-selling practices, and fostering transparency and reliability in the
reporting of non-financial information

Participating in the EU Platform on Sustainable Finance that will develop and maintain the EU
taxonomy and monitor capital flows to sustainable finance

Integrating sustainability in the development of a single set of standards, transparency obligations
and enhancement of due diligence processes on financial markets participants in relation to ESG

- 14 -
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FOCUS ON EU TAXONOMY REGULATION
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3

2

1 What does it cover?

§ It provides for a general framework for the development of an EU-wide classification system for environmentally sustainable economic
activities

§ It does not itself establish a label for sustainable financial products but creates a framework that sets out the criteria to be considered for a
product or activity to be considered environmentally sustainable.

§ The detail of what constitutes an environmentally sustainable activity or product will be built up gradually over time through complex
delegated legislation.

To whom does the taxonomy regulation apply?

§ Financial market participants" who offer "financial products
§ Financial and non-financial companies falling under the

scope of the Non-Financial Reporting Directive
§ Individual Member States and the EU with regard to existing

or potentially new eco-labelling or other legislative measures

What types of activities qualify as environmentally
sustainable activities?
§ Activities with one of the 6 types of objectives:

• climate change mitigation

• climate change adaptation
• sustainable use and protection of water and marine resources

• transition to a circular economy
• pollution prevention and control
• protection and restoration of biodiversity and ecosystems

5

4 What about "enabling" activities?

§ Other economic activities which directly enable any of the
six objectives shall also qualify as environmentally
sustainable activities, provided that any such activity:
• does not lead to a "lock-in" of carbon intensive or other

types of assets that undermine long-term environmental
goals, and

• has a substantial positive environmental impact on the
basis of lifecycle considerations

What are the other requirements for an activity
to qualify as 'environmentally sustainable?

In addition to substantially contributing to one of the six
objectives described above, the activity must also comply
with each of the following criteria:
§ no significant harm
§ comply with technical screening criteria
§ minimum social and governance safeguards
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LIMITS OF THE REGULATORY FRAMEWORK
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Trying to get international consensus on anything will limit us in the pursuit of perfection and we won't get
action. Also, a lot of environmental impacts probably outside of climate change are local and therefore the
value needs to be a local based value and not necessarily to meet an international standard

Since obtaining a label is not compulsory, a large part of sustainable finance products that exist on the UE
market are not labeled

Climate change is a global issue so that is where we do get some issues around this whole "What if I act and
no one else does?" mentality.

Greenwashing is just saying that something has environmental benefits and it doesn't necessarily lead to
any real impact. So we need to improve data, frameworks, standards and the classification system of what is
classified as 'green’.

There is very strict standards and the importance of data generally is recognised in the financial systems, so it's
about saying 'let’s bring the same regard into environmental and social markets'.
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WHERE DO
ASSET MANAGERS

STAND NOW?
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MOBILIZING CAPITAL FOR SUSTAINABLE FINANCE

A NEW WAVE OF INVESTORS

Fueling the demand for these sustainable finance products
is a new demographic of investor.

Millennials’ key concerns are:
§ good corporate governance

§ social responsibility, and

§ positive environment impacts

This shifting demographic and mindset has been
recognized by mainstream financial services companies

THE COST OF INACTION

The stark reality, is that the AM industry has already been
affected by the global megatrends and challenges the SDGs
are designed to address.

These include:
§ Financial exposure to catastrophic climate events

§ Potential overvaluation of companies in fossil fuel and
resource-scarce industries

§ Increased regulation to enforce SDG actions

§ Rising shareholder activism

§ Rapid increase in consumer scrutiny on corporate
behavior

CHALLENGING STAKES

§ New regulations about measuring and stating ESG risks in corporate financial disclosures is further changing the finance
landscape.

§ Evolution towards a more responsible investment is inevitable. Financial players are aware of the paradigm shift and are
mobilizing to provide solutions. Lots of initiatives have been launched over the past years by asset managers.

§ On the other hand, the multiplication of products and labels makes differentiation difficult for the investor. The creation of a
uniform language and a shared standard adopted by all stakeholders is essential in order to avoid the risk of “green or impact
washing” and allow investors to choose with confidence and with guarantees of transparency and quality, the products that
best meet their challenges and the impact they seek.

- 18 -
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IMPACT ANALYSIS OF SUSTAINABLE FINANCE FOR ASSET MANAGERS
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KEY REQUIREMENTSWHERE DO THEY
STAND NOW?

The Action Plan aims to raise
the industry bar on
sustainable finance by
facilitating the emergence
of a more mature and
transparent marketplace.

While many financial
organizations have already
started the process of
considering ESG factors in
certain areas of the
investment chain, most are
not yet sufficiently prepared
to fully benefit from an
accelerated mainstreaming
of sustainable finance trends.

1 2

43

SUSTAINABILITY STRATEGY & 
INVESTMENT POLICY

§ Map organizational design and
benchmarking approache

§ Take sustainability management
to the next level (using
stakeholder analysis, materiality
matrix, value creationmodelling)

RESEARCH & 
INVESTMENT PROCESS

§ Analyze research and investment
processes to ensure that
appropriate ESG methodology
and ESGmetrics are applied

§ Consolidate required data and
research sources

§ Implement streamlined ESG
research processes and ESG
metrics

RISK & DATA 
MANAGEMENT

§ Perform an in-depth analysis of
systemand data architecture

§ Verify the availability and
consistency of ESG data required
within the relevant systems

REPORTING

§ Review ESG data requirements
from institutional investors and
implementing appropriate
reporting processes

§ Evaluate upcoming regulatory
requirements to align
management and disclosure
approach

Sustainable finance presents an still open-ended legislative road map with an aggressive timeline. Companies approaching these
challenges proactively will be ideally positioned to leverage the opportunities resulting from the growing demand for sustainable finance.

CHALLENGE & OPPORTUNITY
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WHAT ABOUT OPERATIONNAL IMPLEMENTATION?

§ The evaluation of companies' ESG policies becomes
an integral part of the investment process.

§ The interest of investing in a company is no longer
evaluated solely from its financial perspectives but
also on the basis of its extra-financial evaluation which
provides information on its risks and opportunities vis-
à-vis the challenges of sustainable development.

§ Investment processes now include an extra-financial
rating stage for companies.

§ The companies selected are those that have a better
non-financial assessment than their comparables
(“best in class” or “best in universe” approach).

§ Asset managers undertake to support companies in
their change of practices by influencing their behavior
through the exercise of voting rights or shareholder
dialogue. This allows Asset Managers to take into
account, in extra-financial assessment, the progression
of corporate behavior over time. Conversely, those who
refuse to progress or to communicate on their
sustainable development policies may find themselves
excluded from the portfolios.

- 20 -

HOW DOES THIS TRANSLATE
INTO INVESTMENT PROCESSES?

§ A change in approach is also reflected in the range of
products and services offered by Asset managers

§ They began by offering their customers responsible
investment funds that take ESG criteria into account
with a view to controlling ESG risks by selecting
companies with best practices in terms of social and
environmental responsibility.

§ Then, gradually, beyond controlling ESG risks,
investors are now looking for a positive impact, in
addition to financial return. New product lines are thus
created with an explicit objective of financing a more
sustainable economy. These products select and invest
in companies that provide solutions to environmental
and social challenges. In addition to the "classic" SRI
ranges, there are impact investing ranges.

§ Large general asset managers offer a wide range of
products. Depending on the challenges, profiles or
constraints of investors, it allows them, thanks to their
investment, to achieve the desired ESG objective: SRI
funds, solidarity funds, Green Bond funds or funds
intended to finance one or more sustainable
development

WHAT ARE THE IMPACTS
ON PRODUCTS OFFER?



Copyright SIGMA Partners

OUR RECOMMENDATION OF ACTION PLAN
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§ Define sustainable strategy including:
• stakeholder analysis
• materiality matrix
• value creation modelling

§ Perform ESG maturity assessment and
benchmarking

§ Benchmark sustainability policy and
organizational structure

§ Lead impact investing feasibility study
§ Build a business case for long-term

value creation

REPORTING

RESEARCH
& INVESTMENT

PROCESS

SUSTAINABILITY STRATEGY
& INVESTMENT POLICY

RISK & DATA
MANAGEMENT

§ Ensure regulatoy watch and
lobbying

§ Benchmark best practices
§ Design and implement a

Compliance Program
§ Embed ESG risks and

opportunities in Risk
Management framework

§ Establish ESG risk modelling and
scenario analysis

§ Define ESG KPIs and KRIs
§ Develop systems and data

architecture

§ Build non-financial information
(NFI)/ESG reporting

§ Prepare disclosure to align with
emerging transparency
requirements (e.g. EU Action
Plan, TCFD)

§ Certify sustainable finance
products (e.g. green bonds)

§ Perform ESG due diligence (e.g.
Equator Principles)

§ Design ESG Risk and Portfolio
Management

§ Verify the appropriateness of
research and investment
processes (methodology and
metrics)

§ Consolidate required data and
research sources
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CONCLUSION
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CONCLUSION
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§ The multiplication of products and labels makes differentiation difficult for the investors: the creation of
a uniform language and a shared standard adopted by all stakeholders is essential in order to avoid the
risk of “green or impact washing” and allow investors to choose with confidence and with guarantees of
transparency and quality, the products that best meet their challenges and the impact they seek.

§ The establishment of a European taxonomy and eco-label will allow European investors and savers to
find their bearings regarding green investments.

§ There are two other areas for improvement for asset managers:

• The definition of a standard extra-financial reporting to be systematically published by the
management companies for all products displaying sustainable development financing objectives

• Improving the quality of extra-financial data, i.e. the information transmitted by companies to
investors, which is used for the production of these reports

Indeed, each Asset Manager has today defined its own criteria and indicators in order to explain to investors the
impact linked to their investments. In the absence of standard indicators, the comparison of offers for
investors is very difficult and in the absence of reliable data it is impossible to quantify these impacts in a
rigorous manner.

§ Last but not least, regulator expectations are also evolving and support the acceleration of the ESG trend:

§ For more informagement, please refer to the AMF « summary of spot controls on SRI management framework of 
portfolio management companies and integration of ESG criteria »:

§ https://www.amf-france.org/sites/default/files/resource/20190712_synthese_spot_ISR_VF pdf.pdf

https://www.amf-france.org/sites/default/files/resource/20190712_synthese_spot_ISR_VF%20pdf.pdf


Copyright SIGMA Partners

YOUR CONTACTS AT SIGMA 

- 24 -

Sandrine STAUB

Partner

s.staub@sigmap.fr

Emilie SALOME

Responsable Commerciale

e.salome@sigmap.fr

http://sigmap.fr
http://sigmap.fr

