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Investment Consultants Sustainability Working Group (“the Group”)

Response to the Exposure Draft of the CFA Institute ESG Disclosure Standards for
Investment Products

CFA Institute is developing voluntary, global industry standards, the CFA Institute ESG Disclosure
Standards for Investment Products (the “Standards”), to establish disclosure requirements for investment
products with ESG-related features. The purpose of the Standards is to provide greater transparency and
consistency in ESG-related disclosures, resulting in clearer communication regarding the ESG-related
features of investment products. The goal for this Exposure Draft is to elicit feedback on the proposed
principles, requirements, and recommendations within the Standards.

The Investment Consultants Sustainability Working Group have provided the following responses to the
CFA Institute’s guided questions.

After reviewing the draft provisions and the sample compliant presentations, do you think a compliant
presentation would help you understand how and why an investment product uses ESG information or
addresses ESG issues?

Yes, as advisors and fiduciaries who assist our respective clients in accessing and interpreting ESG-
related data on their investments, we are acutely aware that there are often gaps and
inconsistencies in ESG data reported by issuers and investment managers. These are generally the
result of a lack of uniform disclosure standards and result in insufficient data to truly compare one
investment product to another as it relates to ESG aspects. We believe there is an opportunity to
address this challenge for the benefit of investors by identifying clear, consistent, and definitive
standards that are regularly reviewed and updated to reflect best practices that are most
pertinent when reviewing investment products’ ESG information.

The Sustainable Finance Disclosures Regulation (SFDR), which is applicable to all managers who
intend to market their funds in Europe, is noted to have many overlaps with the CFAI ESG
Disclosures. Regardless of the more limited scope of the Standards, the ICSWG is supportive of
the Standards as we believe that the Standards will help managers who are not bound by SFDR to
be more closely aligned to the regulation in the EU to create a global standard. As such, we would
encourage the Standards to be fully aligned with SFDR article 8 and 9 product disclosure
requirements and advocate global best practice where possible — where CFA feel that a
requirement should not be made mandatory in the Standards, we would encourage that these
are included as recommended practices within the Standard. The benefit of being fully aligned
with existing regulation is that many data providers have introduced new reporting modules
which will help asset managers adhere more easily to the Standards.
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In addition, we would also encourage that the Standards take into consideration being fully
aligned with upcoming regulations that are currently under consultation such as the UK TCFD
product disclosure requirements and the UK Sustainable Disclosure Requirements (SDR).

Would a compliant presentation help facilitate client discussions regarding ESG-related needs and
preferences and suitable investment products?

Yes, our respective clients continue to seek more detail on how the investment products they are
both currently invested in as well as those where they might invest incorporate ESG aspects into
their investment process and portfolio. Our clients also continue to request increased
transparency into how this information is identified, integrated and/or measured. Having this data
presented in a clear and consistent way across investment products and across geographies would
allow more meaningful conversations and analysis with our respective clients around product best
fit for their portfolio.

To what extent would a compliant presentation provide the ESG-related information that you or your
clients typically request in Requests for Proposals (RFPs), Due Diligence Questionnaires (DDQs), and other
types of questionnaires? Is there information that you would like to see disclosed in a compliant
presentation that is not required by the draft provisions? Is there information required by the draft
provisions that is not necessary?

The current provisions are largely sufficient at a strategy level though we feel a standard required
set of disclosures would be needed to align with our respective institutional due diligence
processes where we aim to compare various investment products on a like-for-like basis. One
example would be to change the voluntarily disclosure of team details, a key area of assessing and
comparing investment managers, to a mandatory disclosure.

The current lack of firm level disclosures falls short of most standard due diligence questionnaires.
In addition, we also recommend that investment firms that provide reporting on certain products
that comply with the CFAI ESG Disclosures have also clear statements where investment products
do not comply with these Standards. As the scope of the Standards are only limited to ‘sustainable
products’, the usability of these Standards could be severely limited from a Consultant and
Advisory perspective. As advisors, we are tasked in vetting all opportunities for our clients and
having missing or inconsistent data can lead to significant delays in or insufficient product analysis,
potentially leading to sustainability risk accumulating in investment portfolios!. Furthermore, the
Standards do not include in its scope the negative impact of investments on sustainability — in the
European context Principal Adverse Sustainability Impact is required by SFDR disclosures.

1 Regulation in Europe (SFDR) and UK (SDR) will soon require that all sustainability related financial risks are
identified within investment portfolios.
INVESTMENT CONSULTANTS
SUSTAINABILITY
WORKING GROUP
INFO@ICSWGCG.ORCG
Page 2 of 4
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We recognize that the most relevant information to an investor is information about the product
or the strategy, and that entity level disclosures are less decision useful. We note that the PRI
provides an established framework for firm level disclosures, rather than product level disclosures
like the Standards, but also note that not all firms are signatories. As such, we believe that the
Standards should be designed to help investment firms that have aligned with the PRI framework
to fulfil both requirements where possible or, alternatively use the Standards as a baseline for
investment managers that have not signed up to the PRI. As such, we would recommend that the
CFAl also publish an assessment of potential overlaps between the CFAI ESG Disclosures and the
Disclosures required by the UN PRI Reporting Framework (similar to the previous work that CFAI
have conducted on SFDR).

Whilst we acknowledge the decision by the ESG Working Group to exclude periodic reporting of
holdings, ESG characteristics, stewardship activities or outcomes related to environmental and
social issues in the Standards, these metrics continue to be a critical input into our assessment of
an investment product’s ESG characteristics. As such, an ESG compliant presentation that have
excluded these metrics will not be complete without supplementary material. Should the CFAI
decide to include periodic reporting in future iterations, we would encourage the CFAI to align
these standards with existing regulatory frameworks such as the SFDR or PRI Reporting
Framework. As previously mentioned, should the CFA Standards be aligned to existing regulation,
it would also encourage asset managers to adhere to these Standards as data will be more
consistent and readily available.

For climate related disclosures, we would encourage the CFA to align with recommendations of
the [IGCC Paris Aligned Investment Initiative and the PCAF. For stewardship activities, we believe
that the Standards should align with the UK FRC stewardship code, for which many US managers
are already signatories, that include more detail than the current Standards such as engagement
prioritization, voting and escalation.

Lastly, we also believe the institute should work with other organizations to implement a baseline
approach to disclosures to ensure consistency and reduce survey fatigue. CFAI could potentially
leverage the work of SASB, eVestment or the SEC.

Would the provision of compliant presentations by investment managers complement, streamline, or
otherwise improve any of your existing processes, e.g., investment product due diligence or overall
assessments of investment managers’ capabilities?

Yes, we believe that the CFAI compliant presentations would help streamline part of our
respective processes as our DDQs and RFPs can be evolved to incorporate these presentations.
However, the CFAl compliant presentations can at best only serve to complement our existing
processes as the RFPs and DDQs are often designed to facilitate understanding the merits of an
investment manager’s product as well as other aspects of the firm along with providing a basis for
comparison across peers.
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The current standards would not allow us to eliminate our use of due diligence questionnaires as
our respective processes require a consistent format of disclosure made of all managers,
regardless of stated ESG orientation or intentionality, with minor variations allowed to account
for asset class differences. As such, we would advocate for a template or consistent format to be
adopted by all managers who choose to report under the CFAI ESG Disclosure Standards. An
example of such an implementation is the Key Investor Information Document required by the
UCITS directive.

Lastly, as mentioned previously, periodic holdings continue to be a very important assessment of
a manager’s ESG capabilities. As such, an CFAI Standards compliant presentation will still need to
be supplemented by other questionnaires or data requests.

Would you find it helpful if the Standards contained a recommended format or template for compliant
presentations?

Yes, one of the largest benefits the standard would create is the ability to more easily and
effectively compare one product’s response to another’s. A recommended format or template
would allow our respective teams and clients to more efficiently aggregate the reported data from
the various responders and store in a manner that would allow easy extraction for clients
interested in particular ESG aspects. Furthermore, a lack of standardization and definitions would
also increase the risk of greenwashing responses and presentations.

We would encourage the CFA to leverage the work of existing, voluntary framework providers,
regulatory bodies and standard setters, where possible, to potentially reduce the implementation
complexity that may result from the existence of multiple similar yet disparate approaches for
both investment firms as well as consultants and clients. We would encourage the Standards to
be fully aligned with UK TCFD product disclosures and SFDR article 8 and 9 product disclosure
requirements, as many data providers are currently in the process of developing similar
compatible data reporting solutions. Examples of other organizations that we believe the CFA
should engage with include SASB and GRESB.
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