
Background
On 20 November, the European Commission (EC) presented proposals for a set of amendments to the Sustainable Finance Disclosure Regulation (SFDR). The changes proposed by the EC are aimed at addressing current shortcomings, making the rules simpler, more efficient, and better aligned with market realities. They are also aimed at facilitating an increased participation of retail investors in EU capital markets, in line with the objectives of the Savings and Investments Union (SIU) and helping boost the flow of funds towards sustainable objectives. Questions and answers on the SFDR can also be found here, as well as an impact assessment report here.
As a reminder, on 25 September, the secretariat shared Insurance Europe’s key recommendations (here) for the review with Hélène Bussières, Head of the Asset Management Unit (FISMA.C.4) at the European Commission. 
Following a first round of feedback and the exchange held during the 1 December Crisfin WG meeting, the secretariat has updated Insurance Europe’s assessment of the SFDR.
Members are invited to submit their comments and additional input by Thursday 11 December COB. 

Next steps
Members are invited to join the dedicated call on 11 December at 11:00 CET to address the remaining points in the SFDR assessment. 
Following the discussion, the secretariat will circulate a final version for feedback and aims to begin outreach to key stakeholders before the Christmas break.



Insurance Europe’s draft assessment
General comments on the SFDR review
Insurance Europe broadly supports the European Commission’s initiative to review the Sustainable Finance Disclosure Regulation (SFDR) and welcomes the overall direction of the proposed amendments. Alignment with Omnibus I, the European Sustainability Reporting Standards (ESRS), and necessary updates to MiFID and IDD remains essential.  
The proposal includes several positive elements, such as:
Removal of entity‑level disclosure requirements.
A simpler disclosure framework, limited to two pages.
Deletion of the obligation to develop regulatory technical standards (RTS) for the “do no significant harm” principle.
No delegation of power to ESMA for Level 2 measures.
New product categories with clearer naming, enhancing usability and investor comprehension.
However, to ensure legal certainty and avoid premature compliance obligations, Insurance Europe calls on the European Commission to delay enforcement of the revised SFDR disclosure requirements until Level 2 RTS are adopted. The 18-month implementation period should begin only after Level 2 adoption, as firms cannot make the necessary technical adaptations or re-label existing products without detailed RTS guidance. Transitional provisions for IBIPs, pension products, pension schemes, and PEPPs should apply no earlier than 1 October 2027 to ensure stability and sufficient time for compliance under the revised regime

Product categorisation
The proposed 70% investment threshold appears too high for insurance-based products, which must meet long-term liabilities and policyholder guarantees. To ensure stability, insurers maintain diversified portfolios with significant allocations to low-risk assets such as sovereign bonds and high-quality fixed income. This structure limits their ability to concentrate investments in qualifying assets, making the threshold particularly challenging.
PAI disclosures at the product-level: 
Recital 15 proposes replacing the current “consideration” of PAI indicators with a new approach based on exclusions and disclosure of adverse impacts. However, it is unclear whether this applies only at entity level or also at product level—and if so, for which categories (sustainable, transition, or all products).
Recital 18 states that indicators should build on Annex I of the current Delegated Regulation but allows flexibility, including alternative indicators or qualitative explanations. This creates uncertainty about whether existing mandatory indicators remain relevant or become voluntary. It also requires products to “identify and disclose” PAIs and actions taken but does not clarify whether this is mandatory for all products or only for Articles 7 and 9, nor whether disclosure must be quantitative or can be qualitative.
Finally, the phrase “may choose to comply in full or in part” (Articles 7 & 9) introduces ambiguity: does partial compliance mean fewer indicators, qualitative-only disclosure, or something else? How comparability will be ensured under such broad flexibility is also unclear.
Reclassification of products: New categories may force many existing sustainable products to lose their label and become “non-categorised,” creating communication challenges and undermining investor confidence. Clear and comprehensive grandfathering provisions and a minimum three-year transition period are essential to avoid sudden reclassification of existing contracts.
Professional investors: We regret that the exemptions introduced in the leaked draft of the SFDR were not retained in the final legislative proposal and call for their reintroduction. 
Taxonomy: We regret that the deletion of Articles 5 to 7 of the Taxonomy Regulation, as proposed in the leaked SFDR draft, was not retained in the final legislative proposal. These articles require financial market participants to disclose the extent to which their products are aligned with the EU Taxonomy’s environmental objectives. In our view, these provisions are not suitable as a basis for consumer information and should be removed from the SFDR.
PRIIPs regulation amendments: The proposed requirement for Key Information Documents (KIDs) to include the product category, sustainability objective, and indicators adds complexity with limited added value. We recommend applying the “one-in-one-out” principle: if additional ESG information is introduced, other sections should be shortened or removed to keep KIDs concise and user-friendly. Regulatory alignment between SFDR and PRIIPs is essential to avoid duplication and ensure clear, comparable information for investors.

Insurance-specific considerations
Multi‑Option Products (MOPs): We welcome clarification in Article 9a allowing sustainability-related claims for combined products under certain conditions. However, several critical issues remain:
Scope: It must be explicitly confirmed that MOPs fall within the scope of Article 9a.
Classification challenges: 
Categorising MOPs as “non-categorised” is misleading when they invest exclusively in categorised options. For example, a MOP allocating 40% to Article 7, 30% to Article 8, and 30% to Article 9 cannot be labelled as sustainable, transition or ESG product under the revised SFDR. 
Since MOPs allow investor choice among multiple options, classification should apply at the option level, not the overall product level. 
Reporting relative shares is challenging as holdings vary by investor allocation. 
Investment threshold for MOPs: Market fluctuations can affect asset prices without any action by the fund manager, temporarily moving the product outside the threshold. Compliance should therefore be assessed over a calendar year, allowing the benchmark to fall below the threshold for up to six months without losing classification.
Disclosure requirements: Insurers should be allowed to use hyperlinks for pre-contractual and annual disclosures, directing investors to underlying option information. This needs Level 1 clarification.
National example: Swedish MOPs often offer an extensive—and sometimes virtually unlimited—range of underlying options across diverse asset classes. While some options fit the proposed categories, others combine investments from different categories, making classification complex and changeable as customers adjust allocations. This creates a real risk that products currently classified as Article 8 or 9 will be forced into a non-categorised status. Given that MOPs represent a major share of Swedish pensions and insurance savings, such declassification would misrepresent their sustainability profile and undermine investor confidence.
Treatment of sovereign bonds: The framework should ensure that insurers are not penalised for holding a substantial share of sovereign bonds. If sovereign exposures are excluded from the numerator for threshold calculation, they should also be excluded from the denominator. Otherwise, meeting the 70% threshold will be extremely difficult for traditional life insurance products.


Summary of the proposal
In its introductory remarks, the Commission commits to ensuring coherence between the SFDR review and the forthcoming Omnibus I package, while also aligning with ESMA guidelines on fund names. The review further incorporates the Commission’s guidance on the defence sector, supporting improved access to finance for this industry.
Sovereign bonds (Recital 22): 
General sovereign, sub‑sovereign, and supranational debt without clear sustainability metrics will not count toward the numerator for sustainable or transition categories. 
Such debt can still be held in portfolios and included in the denominator.
For ESG basics products, these debt instruments may be included in the numerator using appropriate methodologies.
Where the use of proceeds is transparent, directed to sustainability objectives, and not linked to excluded activities, sovereign debt can be included in the numerator of all categories.
Exclusions under SFDR apply to companies, not sovereigns, so sovereign debt remains eligible for the denominator.
Financial market participants must ensure consistency with product objectives and investor expectations, with safeguards against greenwashing risks.

Key amendments:
Removal of entity‑level disclosure requirements regarding principal adverse impacts, removing any duplication between the SFDR and CSRD.
Significant reduction of product-level disclosures: templates are shortened and simplified, with fewer topics covered.
Recital 14:  Products may require time to reach the 70% sustainability investment threshold, particularly in the case of alternative or private assets, but must achieve it by the end of the phase‑in period specified in pre‑contractual documents. A voluntary list of indicators will be developed, building on Annex I of the SFDR and the CSRD, to ensure continuity with current practices and enhance comparability across the market.
New definitions of sustainability‑related financial products (Articles 7, 8 and 9), sustainability‑related financial products with impact, public sector bodies, and environmental objectives, the latter being aligned with those set out in the EU Taxonomy.
Voluntary product disclosures – permitted beyond the three categories, provided the information is: (a) secondary, neutral, and limited to less than 10% of the investment strategy presentation in pre‑contractual disclosures; (b) not included in PRIIPs KIDs or UCITS KIIDs; (c) not presented as a sustainability claim that would place the product in one of the three categories. If used, an annual description of how sustainability factors are considered must also be included in periodic reports.
Introduction of three product categories: Each category is defined by two criteria: (1) exclusions of incompatible industries/activities, and (2) a minimum 70% portfolio alignment with the strategy claimed.
Transition (Art. 7): products investing in companies/projects on a credible transition path or contributing to improvements.
ESG basics (Art. 8): products integrating ESG approaches but not meeting the criteria of the other two categories.
Sustainable (Art. 9): products contributing to sustainability goals (climate, environment, social) and meeting high standards.
Article 9a sets out rules for financial products that claim to combine sustainability-related products. Such products can qualify under Articles 7, 8, or 9 if at least 70% of their investments consist of categorised products or other investments meeting the requirements of those Articles, and if they comply with the relevant exclusions. For this assessment, financial market participants may rely on disclosures from the underlying products. For products that are not categorised but invest in or are composed of two or more underlying products under Articles 7–9, disclosures must include the composition and relative share of those underlying products, the share not covered by these categories, and the objectives, strategies, and exclusions applicable to that remaining share. 
European Single Access Point (ESAP): From [18 months after the date of application of this Regulation], financial market participants must submit sustainability information disclosed under Articles 3 and 10 to designated collection bodies for publication via ESAP.  
Transitional provisions: FMPs shall begin applying this Regulation 12 months after its date of application with respect to IBIPs, pension products, pension schemes, and PEPPs. As these products are not subject to the ESMA guidelines on fund names, additional time is required to implement the new underlying criteria—particularly the exclusions.
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Detailed assessment
	Provisions
	Description
	Preliminary Assessment

	70% Sustainability Investment Threshold
	Recital 14 (p.21) introduces that:
Financial products must invest at least 70% in line with their sustainability claim, with the remaining 30% allowed for diversification, hedging, or liquidity, provided it does not contradict the claim.
The threshold is stricter than ESMA’s 50% and 80% rules, raising ambition while aligning with international labels and allowing phase‑in periods for full implementation.
Specific approaches per category should be identified, but not limited to a closed list, to encourage innovation and use of robust sustainability standards.
To support consistency, a voluntary list of indicators will be developed, building on the SFDR and CSRD/ESRS.
	To be discussed further

	Sovereign bonds 
	Recital 22, p.26 introduces that general sovereign, sub‑sovereign, and supranational debt without clear sustainability metrics will not count toward the numerator for sustainable or transition categories. 
Such debt can still be held in portfolios and included in the denominator.
For ESG basics products, these debt instruments may be included in the numerator using appropriate methodologies.
Where the use of proceeds is transparent, directed to sustainability objectives, and not linked to excluded activities, sovereign debt can be included in the numerator of all categories.
Exclusions under SFDR apply to companies, not sovereigns, so sovereign debt remains eligible for the denominator.
Financial market participants must ensure consistency with product objectives and investor expectations, with safeguards against greenwashing risks.
	Still neglects the stabilising role of sovereign bonds in insurance portfolios and lacks clear methodologies for integration. 

	Updated definitions (Article 2, p.30-31).
	‘Sustainability-related financial product’ means a financial product that is categorised in accordance with Article 7, 8 or 9
‘Sustainability-related financial product with impact’ means a financial product categorised in accordance with Article 7 or 9 that has as its objective the generation of a pre-defined, positive and measurable social or environmental impact, and with investments directed towards undertakings, economic activities, or other assets which provide solutions to address specific social or environmental challenges.
'Public sector entities’ means central governments or central banks, regional governments or local authorities, multilateral development banks, and international organisations.’
	The EC is expected to adopt Delegated Acts clarifying definitions: the secretariat will monitor developments and keep members updated

	RTS on the DNSH (Article 2a, p.30)
	Deletion of Article 2a SFDR on the empowerment for ESAs to develop regulatory technical standards (RTS) regarding the principle of do no significant harm (DNSH).
	Positive

	Deletion of entity-level disclosure requirements
	Articles 4 and 5 are removed entirely, thus removing transparency requirement of adverse sustainability impacts at entity level and of remuneration policies in relation to the integration of sustainability risks.
	Positive

	NEW voluntary sustainability references in pre-contractual disclosures for non-sustainable products (Article 6a p.32)
	Financial market participants may include information on sustainability factors in the pre‑contractual documentation of financial products that are not classified under Articles 7, 8, or 9, provided that such references:
Remain secondary, neutral, and limited in scope (not more than 10% of the investment strategy presentation).
Are not used in product names or marketing, do not dominate disclosures, do not appear in the KIID/KID, and do not constitute sustainability claims under Articles 7–9.
Must be disclosed in line with Article 6(3).
Additionally, an annual description of how sustainability factors are considered must be included in periodic reports, disclosed in line with Article 11(2).
	To be discussed depending on the extent to which insurance products can enter categories of Art. 7-9

	Creation of categories for financial products with transition (Article 7), other ESG (Article 8), or sustainable features (Article 9)
	Conditions to meet the Article 7 (p.32) ‘transition’ category
70% threshold linked to the proportion of investments to meet a clear and measurable transition objective 
This condition is considered met for financial products that invest at least 15% of their portfolio in economic activities that qualify as environmentally sustainable under the EU Taxonomy Regulation.
Included are investments:
a) In portfolios that follow or are managed in line with official EU climate benchmarks (CTB or PAB).
b) In economic activities that meet the EU Taxonomy criteria. This includes:
i. Activities that are transitional, meaning they help move towards environmental goals even if they’re not fully sustainable yet (as defined in Article 10(2) of the EU Taxonomy Regulation).
ii. Activities that are eligible under the taxonomy but not yet fully aligned, if they are expected to become aligned within 5 years (or 10 years in exceptional cases).
c) In companies or activities that have a credible plan to improve at least one sustainability factor, with efforts appropriate to the size of the company.
d) In companies or activities that have set credible, science-based sustainability targets, backed by transparent and trustworthy information.
e) Part of a clear engagement strategy, with milestones and follow-up actions if progress isn’t made.
f) That meet the criteria for investments of Article 9 (sustainability-related objective) of the SFDR.
g) Aligned with a defined transition target, based on the 70% threshold mentioned in paragraph 1(a).
h) That support the transition of companies, activities, or assets toward sustainability.
Exclusion criteria: Investments in companies engaged in coal, oil, or gas exploration, extraction, distribution, refining, or power generation are excluded. General sovereign, sub‑sovereign, and supranational debt without clear sustainability metrics is excluded from the numerator but remains eligible for the denominator.
Exceptions: Use of proceeds instruments issued by companies or public sector entities, provided the bond proceeds finance activities other than those excluded, and the issuer itself is not otherwise excluded.
	The 70% threshold is nearly as restrictive as in the sustainability category and risks excluding most transitional strategies. The alternative 15% taxonomy alignment route is also impractical, for the same reason as detailed under the sustainability category assessment. Additionally, the Taxonomy currently rewards activities that are already “green” rather than recognising transition investments.

	
	Conditions to meet the Article 8 (p.35) ‘ESG basics’ category:
70% threshold linked to the proportion of investments integrating the sustainability factors in line with sustainability factors, measured using appropriate sustainability‑related indicators.
Included are investments:
a) With a strong ESG rating, as defined by the ESG rating activities Regulation ((EU) 2024/3005), that outperforms the average rating of the investment universe or the reference benchmark.
b) That outperform the market average or benchmark on a specific sustainability indicator—such as emissions, energy efficiency, or social impact.
c) In companies or activities with a proven history of strong sustainability practices, performance, or results.
d) A combination of investments pursuant to Article 7(2) or Article 9(2) together with the above.
e) That actively integrate sustainability factors beyond just managing risks, if the reasoning is clearly explained.
Exclusion criteria and exceptions: Investments in companies engaged in hard coal and lignite mining, oil shale mining, peat extraction and electricity generation from fossil fuels are excluded.
Exceptions: Use of proceeds instruments issued by companies, provided the bond proceeds finance activities other than those excluded, and the issuer itself is not otherwise excluded.
	The “S” dimension does not appear to be reinforced in the criteria, which leaves a gap compared to the environmental focus. In addition, certain CTB exclusions seem excessive for this category. 

	
	Conditions to meet the Article 9 (p.37) ‘Sustainability’:
70% threshold linked to the proportion of investments to meet clear and measurable sustainability objectives (environmental and/or social), measured using appropriate sustainability‑related indicators.
Condition is considered met for products with ≥15% taxonomy‑aligned investments or those replicating/managed in reference to an EU Paris‑aligned benchmark.
Included are investments:
a) In portfolios that follow or are managed in line with the EU Paris-Aligned Benchmark.
b) In economic activities that meet the EU Taxonomy criteria for environmental sustainability.
c) In financial instruments issued under The EU Green Bonds Regulation (EU) 2023/2631.
d) (Co-)investments in EU-backed bonds or funds that have ESG objectives and are supported by the EU budget.
e) In similar assets to those listed in points (a) to (c), explaining that they meet high sustainability standards.
f) Investments in European social entrepreneurship funds (EuSEF) under Regulation (EU) No 346/2013.
g) In sustainable companies, activities, or assets—or those that help advance sustainability—provided the justification is clearly included in the required disclosures.
Exclusion criteria: same as for Article 7 but additionally excluding investments in and companies developing new coal/lignite/oil/gas projects or lacking credible phase‑out plans for coal/lignite power generation.
Exceptions: Use of proceeds instruments issued by companies or public sector entities, provided the bond proceeds finance activities other than those excluded, and the issuer itself is not otherwise excluded. 
	The 70% threshold is overly rigid for diversified insurance portfolios and misaligned with general accounts and MOPs structures. The alternative 15% compliance route is also impractical: Investment KPI values rarely exceed 10%. 

	NEW Article on financial products combining categorised products
	Article 9a (p.40) allows financial products that claim to combine categorised sustainability products (Articles 7, 8, or 9) to be deemed compliant if:
They meet the 70% investment threshold via categorised products or other investments meeting Articles 7–9.
They comply with the exclusions in those Articles.
FMPs may rely on disclosures of the underlying categorised products to assess eligibility.
For non‑categorised products that invest in or are exposed to underlying categorised products, disclosures under Article 6(3) must cover:
The composition (relative share of underlying categorised products).
The share not covered.
The objectives, strategy, and exclusions for that non‑categorised share.
FMPs may rely on disclosures under Articles 7(3), 8(3), and 9(3).
Where portfolio management services are provided by authorised entities under EU financial directives (UCITS, Solvency II, AIFMD, CRD, MiFID II, IORP II), FMPs may rely on the information provided by those managers.
	The term “relative share” might be problematic when applied to MOPs.

	Website disclosures
	Amendment of Article 10 (p.40) on website disclosures, because of the creation of new categories.
	

	Review of disclosures
	Change to Article 12 (p.41) to remove financial advisers
	

	NEW Article on the use of data and estimates
	Article 12a (p.41) on data and estimates requires FMPs to:
Use external data providers (other than open‑source/public research) under formalised, documented arrangements, and apply formalised, documented methodologies for internally generated estimates.
Provide clients, upon request, with: 
Information on sustainability‑related products beyond standard disclosures under Articles 7–11.
Transparency on external data sources, including provider name, contact details, and, where available, methodology.
Disclosure of internal methodologies, including main assumptions and precautionary principles for handling missing data points.
	Positive

	Marketing communications and naming rules.
	Amendments to Article 13 (p.43) on marketing communications and naming rules, because of the creation of new categories.
	

	Competent authorities
	Amendment of Article 14 (p.43) to reflect the revised scope and preclude additional national level requirements.
	

	Transparency by IORPS
	Change to Article 15 (p.43) to reflect revised scope.
	

	Exemptions
	Article 17 (p.43) has been amended so that exemptions are now determined by the characteristics of financial products rather than the type or size of the intermediary/adviser. Under the new rules:
Closed‑end products created before the Regulation’s application date may be excluded from the Regulation entirely.
	Positive

	Reporting by ESA
	Revision to Article 18 (p.43) for ESAs review the extent of financial products under Articles 7, 8, and 9 and publish a best‑practice report every two years. 
	

	European single access point (ESAP)
	Targeted changes to Article 18a: From 10 January 2028, financial market participants must submit sustainability information disclosed under Articles 3 and 10 to designated collection bodies for publication via the European Single Access Point (ESAP). These submissions must include the participant’s name, legal entity identifier (LEI), and size category, with all legal persons required to obtain an LEI.
	Positive

	Changes to review clause 
	Article 19 (p.44) requires the Commission to review the application of this Regulation, 36 months after the date of application of this Regulation.
	

	Transitional provisions 
	Article 19a (p.45) introduces transitional provisions requiring FMPs to apply the amended sustainability disclosure rules (Articles 7–11) to certain categories of financial products within 12 months of the Regulation’s application. 
	Positive

	NEW Article on Empowerments
	Article 19b (p.45) empowers the European Commission to adopt delegated acts to supplement the rules in Articles 7, 8, 9, and 11. These delegated acts may specify:
Conditions for investments to qualify as contributing to transition or sustainability objectives.
Voluntary indicators (building on SFDR and CSRD/ESRS frameworks).
Limited permitted deviations from exclusions (e.g., for hedging).
Methodologies for calculating the 70% threshold and phase‑in periods.
Conditions for investment approaches to qualify under each category.
Details of how information must be presented in disclosures (with page limits: 2 pages for most disclosures, 1 page for impact disclosures).
	Positive

	Exercise of the delegation
	Article 19c (p.46) sets out the framework for the Commission’s power to adopt a delegated act:
Delegated powers are conferred on the Commission for an indeterminate period.
The European Parliament or Council may revoke these powers at any time.
Before adopting a delegated act, the Commission must consult experts (Member State Expert Group on Sustainable Finance, ESAs) and follow the Better Law‑Making Agreement.
Delegated acts must be notified to Parliament and Council.
They only enter into force if no objection is raised within two months (extendable by another two months).
	Positive

	PRIIPs Regulation
	Article 2 (p.47) amends the PRIIPs Regulation, requiring that the Key Information Document (KID) for sustainability‑related products clearly indicate the product’s category (“sustainable,” “transition,” or “ESG collection”), provide a description of its sustainability objective, and set out the relevant indicators used to measure progress toward that objective.
	We see amendments as unnecessary, as all relevant sustainability information is already captured in the SFDR disclosure templates.
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