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Dear Nikhil,

I am writing on behalf of the UK Sustainable Investment and Finance Association (UKSIF), which
brings together over 300 global and UK-based financial institutions and investors collectively
managing around £19trn in global assets under management (AUM).?

Over the last several years, UKSIF has been very supportive of the FCA’s ongoing work through the
Sustainability Disclosure Requirements (SDR) and investment labels regime to enhance trust in the
UK’s evolving sustainable investing market. We have shared your and your colleagues’ vision for a
high integrity framework that can assist asset managers in disclosing consistent information to end
investors on funds’ sustainability objectives and approaches, raises the bar in regards to funds’
sustainability-related claims, and can help build an internationally competitive environment in the
UK for sustainable investments.

As we approach the next stage of the UK SDR’s implementation in our industry, | would like to offer
UKSIF’s latest reflections on the regime and our recommendations to support good investor
outcomes and the framework’s effective alignment with clients’ and market expectations over the
coming months. The SDR has made some commendable strides forward in delivering on a number
of its envisaged objectives- including encouraging transparency in the UK'’s investment industry and
addressing greenwashing risks- though a number of core challenges do remain that will need to be
swiftly addressed to ensure its long-term success in the marketplace.

I hope that our reflections outlined below can be valuable in supporting the regulator’s efforts in
this crucial upcoming phase of the SDR. Separately to this, we will be publishing over this summer a
thought leadership report in collaboration with PwC highlighting the latest insights into how asset
management firms are responding to the SDR package of measures and potential solutions for firms
in navigating the requirements, which | would be happy to update you and your team on in due
course.?

IMore information on UKSIF can be found on our website: uksif.org.
2UKSIF’s initial thought leadership report with PwC on implementation insights on the FCA’s SDR can be found here,
published in May 2024.


file:///C:/Users/James.Alexander/Downloads/uksif.org
https://uksif.org/wp-content/uploads/2024/05/UKSIF-and-PwC-report-on-UKs-SDR-and-investment-labels-Final-Version-30-May-2024.pdf

Our reflections on the SDR’s overall progress and initial successes

Broadly speaking, we are encouraged by progress gradually being achieved through the SDR in
fulfilling one of its primary objectives- addressing greenwashing risks (whether unintentional or
intentional greenwashing) in our industry.

By and large, our members have been successfully adapting to the new expectations outlined in the
SDR’s ‘anti-greenwashing’ rule and guidance.? As a consequence of this, we have started to see a
number of emerging benefits for some firms, such as: the upskilling of various internal teams (e.g.
compliance, marketing, distribution) on responding to greenwashing risks; improvements in firms’
internal processes and governance arrangements in relation to communications for funds with
sustainability features; and clearer evidencing and more transparent recording of funds’
sustainability-related statements across materials and across different teams internally.

Recently, a majority of UK asset managers surveyed judged that the SDR has “successfully reduced
greenwashing across the industry”, representing in our view a promising, early indicator of
effectiveness of the SDR framework and we hope to see this trend progress going forward.*
Separately, we welcome the ongoing direct influence of the FCA’s regime vis-a-vis overseas markets’
approaches to fund labelling and disclosure. It has informed recent developments in this area in the
European Union, Australia, and Asia-Pacific (APAC) and in the coming months, we encourage the
FCA to continue to promote the SDR’s approach overseas while also drawing on the experience of
emerging international frameworks as SDR evolves in order to encourage cross-border capital flows
into sustainable and responsible investments.

Furthermore, there are initial signs that the consumer-facing disclosures (CFDs)- a key element of
the SDR- have been well-received by UK retail investors and wider groups, including distributors,
which we hope is assisting with comparability of UK labelled funds and non-labelled funds with
sustainability characteristics.

These disclosures appear to be aiding retail clients in better understanding information on a fund'’s
sustainability investment activities and objectives, through providing a transparent baseline of
disclosures on funds’ sustainability risks and opportunities. This is much needed as we know gaps
remain between individual investor interest in a range of sustainable investing approaches and
investments in practice. The initial, positive experience here has meant we are optimistic that some
tangible progress is being delivered in promoting consumer protection under the SDR which is very
welcome.

UKSIF’s recommendations for the next phase of the SDR regime

While these developments are all encouraging, we know that more remains to be done to unlock
the full potential of the SDR and to ensure it can position the UK as an internationally-leading
marketplace for green and sustainable investments. UKSIF remains committed to playing our full
part in these respects having been engaged for several years in the SDR’s policy design, including
through membership of the independent Disclosures and Labels Advisory Group (DLAG).

3This was assisted by the changes confirmed following the consultation on this guidance- Guidance consultation, Guidance
on the Anti-Greenwashing rule, https://www.fca.org.uk/publication/guidance-consultation/gc23-3.pdf
4The Investment Association, SDR Implementation Survey Results, April 2025.



https://www.fca.org.uk/publication/guidance-consultation/gc23-3.pdf
https://www.theia.org/sites/default/files/2025-06/SDR%20survey%20results%202025-%20Full%20deck%20final.pdf

At this stage, a notable area of concern relates to the relatively lower than anticipated adoption of
sustainability labels across our industry, and specifically the concentration we have seen around
particular label categories, asset classes (namely active equity strategies), sustainability themes (e.g.
climate change mitigation and other environmental themes), and risk profiles.

While we remain optimistic of seeing a shift in diversity of labelled products, we believe certain
steps could be adopted shortly by the regulator to accelerate this process which could result in
increased choice for end investors and renewed momentum across industry that is required
following a challenging initial period of implementation for the regime.

In terms of investor choice, this remains a crucial consideration for the SDR’s next phase with a more
limited choice of labelled products, should this remain in place for a long period, having potential to
foster adverse outcomes for UK consumers- who we know are increasingly interested in a range of
sustainable and responsible investment approaches- as well as the future growth prospects of the
UK’s sustainable investing market.®

There remains considerable potential for further innovation and dynamism in the UK’s sustainable
finance market in the coming years, which we have supported alongside the regulator and
policymakers, and there is more that could be done through the SDR in direct support of these
objectives. This includes the SDR’s role in encouraging the launch of new sustainability and impact-
focused strategies and new entrant firms. This would be especially welcomed in light of ongoing
headwinds for this sector globally.

One recommendation we would highlight is for the FCA to consider shortly convening a dedicated
group of market participants- preferably through re-establishing the DLAG- to assess tangible
improvements to the existing authorisations process.

We believe a fresh approach may be required here to positively re-shape UKSIF member firms’
experience so far with regards to authorisations- this is both for larger and smaller firms. In regards
to our smaller manager members, this group face particularly sensitive cost considerations when
applying for labels, relative to their overall resources, and we do not wish to see the barriers to
qualifying for the labelling criteria to be disproportionately higher for smaller managers.®

This fresh dialogue between the regulator and industry on the authorisations process could explore
the following:

e Consideration of a new, sufficiently resourced, cross-functional unit reviewing
applications: this could aim to have consistent, diverse representation as far as possible
from Policy, Authorisations, and Supervisory teams assessing fund submissions and
responding to firms’ queries. This should facilitate consistency in terms of the individuals
interacting day-to-day with a firm over the course of a given submission, and we hope this
would help enhance the regulator’s expectations for firms that we understand can be quite
variable. For example, depending on the individual reviewing a fund’s disclosure materials.
While engaging with all firms, for those smaller firms that may not have a dedicated

5The Morgan Stanley Institute for Sustainable Investing ‘Sustainable Signals’ survey shows sustainable investing interest
among consumers remains strong, particularly for younger investors
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/2025 Sustainable Signals Individual Investors
2025 report.pdf

SFor smaller firms, they will generally be less well-placed compared with their larger peers who- with larger compliance and
legal teams- may be better placed to respond to higher costs incurred over a lengthier approvals process.



https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/2025_Sustainable_Signals_Individual_Investors_2025_report.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/2025_Sustainable_Signals_Individual_Investors_2025_report.pdf

regulatory supervisor, this new unit could be a particularly valuable platform for more
direct, regular engagement with the regulator.

e A broad objective that as timely as possible responses will be provided on applications in
the SDR’s next phase: we hope to see progress on the overall timeframes involved in
authorisations, which according to a recent industry survey can sometimes take more than
20 weeks. Where possible, a longer lead-in time provided to individual firms to respond to
feedback- beyond one or several working days, which has been common during the SDR
process to date- would be very positive. We understand these timelines can be very
challenging for our smaller members especially. These commitments could provide further
confidence to firms and help to revive appetite for labelled products.” Addressing the
timeframe challenges would bring benefits too for managers’ distribution partners and
wider groups.

e Further clarity on application feedback: a number of our members have highlighted the
value of clear, explicit feedback on fund applications, alongside the need for transparency
on underlying criteria adopted by different regulatory teams in assessing funds’ pre-
contractual disclosures. It remains important that feedback on a given challenging area of
SDR remains as consistent as possible over time across the whole market to promote
transparency and understanding of the requirements.® Anecdotally, we have heard from our
members that, on occasion, different standards and interpretations of the requirements
have been applied to different fund managers, which can lead to uncertainty and a sense
that the regulator’s expectations can shift over time, sometimes seemingly arbitrarily.

Separately, another step that could boost market confidence and comprehension for retail
consumers is consideration of a centralised registry of funds using sustainability labels, or at a
minimum, clearer signposting to external industry sources highlighting this information for
consumers. A registry could provide further confidence to retail investors that a fund is authorised
to use a sustainability label.

Initially, a registry managed by the FCA could include predominantly high-level information, with
potential for development if needed to encompass other details; for example, the CFDs and how
labelled funds are being distributed in the market to give more visibility to consumers. We would be
pleased to collaborate with your team to address any data privacy considerations, and we see a
registry as a necessary step forward in reinforcing transparency and demand among institutional
and retail investors in the UK’s emerging labelled funds market.

Linked to this, it is clear that distributors and financial advisers are crucial to the SDR’s success, but
we have some concerns at a relative lack of awareness amongst these groups. We would welcome
clarity on the envisaged role of distributors under the next phase of the SDR regime, particularly
for financial advisers that remain central to its smooth operation.

Further efforts are needed to ensure that advisers are appropriately equipped with the right tools
and information to advise their clients on the labels. Clarification would be valuable on the extent to
which specific suitability and competence requirements may be considered for advisers and how the
UK may align with global approaches, such as the EU MiFID Il sustainability preference framework.

"This includes among those wider market participants considering labels in future (e.g. managers with overseas domiciled
funds).

8This reflects anecdotal feedback from members that new feedback can be delivered on an application that can either
conflict with previous feedback, or was not highlighted necessarily earlier in the authorisations process.



We would welcome an update as soon as possible by the independent Advisers’ Sustainability
Group’s (ASG’s) programme aimed at supporting this group.

Finally, new regulatory guidance directly building on the existing ‘good practice’ on the pre-
contractual disclosure examples for the labels would be helpful. In particular, with a focus on more
detailed ‘poor disclosure’ practice to complement the existing work that has assisted our members’
efforts in meeting the regime’s expectations.

| would be pleased meet with you and your colleagues to discuss our recommendations, and | look
forward to continuing to work together towards our shared objective of developing an
internationally-leading and competitive regime that ensures the future success of the UK’s
sustainable investing market. Thank you for your continued leadership in this area.

Yours sincerely,

-

James Alexander
Chief Executive



