
SFDR:
Everything You Need to Know

Governance indicators: corruption, labour
abuse, gender composition of the Board of
directors.

Sovereigns and
Supranationals indicators

Learn more at www.scaledrisk.tech

Sustainable Finance Disclosure Regulation
(SFDR)is an EU-wide approach to
encourage transparency by requiring
investment firms to report on the impact of
their investments.

Who?
Financial Market Participant in the EU
(Financial Institutions, financial advisors,
investment management)
Non-EU Investments Managers who are
actively marketing their product in the EU
to EU investors

What?
The ability of the financial actor to
analyse extra-financial issues
Negative impacts on the environment
Adverse effects on social issues
Governance practices of investee
companies
Anti-corruption and anti-bribery
practices of investee companies

Why?
Provide more transparency to investors
Manage sustainability risks
Redirecting financial flows to sustainable
activities

What is PAI?
A Principal Adverse Impact (PAI) is an
investment decision that could negatively
impact one or several assets' long-term
viability. It is essential to the SFDR
standards.

There are

PAI indicators under 
the SFDR standards

PAI indicators are
mandatory

Timeline

March 2021

December 2022

January 2023

June 2023

SFDR regulation in
place (for a grace
period only the main
lines of the regulation
must be applied)

Companies who are
adopting PAIs must
explain how their
products address
sustainability impacts

Obligations for SFDR
Level 2, PAI, Periodic &
precontractual reporting
by respecting the
regulator’s format

Within 6 months from
01/01/2023, all
organizations must
disclose detailed PAIs.

ESG Data

Environmental indicators: carbon
emissions, energy consumption, water
usage, and waste;

Social indicators: gender equality, human
rights, etc.;

ESG Data is mandatory to be
able to produce SFDR
reporting. With so much ESG
data flowing in from all
angles, extracting genuine
value for allocation and
investment choices is
surprisingly tricky. As a result,
ESG data requires structure,
governance, and quality
control.

How are the PAI indicators divided?

Environmental Indicators 

 Social Indicators Real Estate Indicators

out of

optional
environmental
indicators

FMPs  have to choose and report on at least

out of

optional
social
indicators

Next Step
SFDR is changing not simply how financial services businesses track and
assess the impact of their investments internationally but also what it
means to invest sustainably. Organizations must guarantee that they
are prepared to face SFDR straight on for this reason alone.

Beyond the E, S, and G scores, the regulator
encourages financial institutions to collect specific
information to build their analysis. It is now
necessary to go further than a simple E, S, or G
score and provide detailed information such as :


