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SDR will provide an industry-wide standard for 
reporting sustainability information, but what will 
they mean for advisers and their clients?

SDR: What will 
it mean for you?

The UK’s new Sustainability 
Disclosure Requirements 
(SDR) are fast approaching. 
This development follows 
the EU’s Sustainable Finance 
Disclosure Regulation, which 
came into force last year and has 
reshaped the asset management 
landscape in many European 
markets. The FCA has now 
published its consultation on 
SDR and investment labels, 

In association with

covering key topics including 
sustainable investment labels, 
qualifying criteria that firms must 
meet to use a label, product- and 
entity-level disclosures, and 
naming and marketing rules. 

Alexander Burr, ESG Policy 
Lead at LGIM said: ‘As this is just 
a consultation nothing is yet set 
in stone, however, we can clearly 
see the regulator’s ambition 
to bring greater transparency, 

trust, and integrity to sustainable 
investment considerations in 
the UK. This is a core pillar of 
the UK Government’s Roadmap 
to Sustainable Investing, and 
importantly developed with an 
eye on aligning with international 
sustainability standards.’

Advisers would do well to 
prepare well in advance for what’s 
coming in the next couple of 
years, but what can they expect? 
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BETTER DISCLOSURES, CLEARER LABELLING
The past few years have seen a massive expansion in the scale and 
number of sustainability-related products on the market, but this 
proliferation has a downside. Advisers are frustrated by the lack of 
clear information, which is particularly problematic when trying to 
communicate goals to clients, and the time it takes to wade through 
the quantity of funds available. Separating greenwashed products 
from the real deal is another oft-cited problem.

From this perspective, the product-related element of SDR will be 
extremely important, according to Amelia Tan, Head of Responsible 
Investment Strategy, Investments, at LGIM.

‘When you are investing in a product, SDR is trying to do two 
things,’ she said.

‘The first is to ensure there is sufficient disclosure of what these 
investment products do. The second is to label them so it’s easy for 
end investors to understand what these funds are trying to achieve.’

LGIM regularly engages with policymakers and regulators globally, 
and often provides guidance and insight to help shape proposed 
regulations.

LONGER TERM: SUSTAINABILITY RISK PROFILING FOR CLIENTS?
Financial advisers may fall into scope of these proposals in their role 
as distributors of information to retail investors, however, the FCA will 
be exploring this in more detail in due course, Tan said.

‘The regulator is thinking about how sustainability considerations 
should be incorporated into investment advice. And while it seems 
they are working initially on other parts of the puzzle, this is definitely 
part of the landscape of SDR’s ambitions.’

While it is difficult to pre-empt regulatory moves, certain elements 
seem likely, Tan said.

‘We would expect, based on previous experience, that SDR is likely 
to impact how advisers think about clients’ risk profiles in the context 
of sustainability and to incorporate that into asset allocation. The 
good news is that because of the enhanced disclosure elements, SDR 
will help advisers to better understand what it is that funds are trying 
to do.’

MORE INFORMATION FROM ASSET MANAGERS: A MIXED BLESSING?
Greenwashing, and the reputational risk that goes with it, is a major 
concern for advisers, who report that much of it is unintentional, 
resulting from a lack of clear definitions or over-zealous marketing.

A key aim of SDR is to reduce greenwashing. In line with this, 
the FCA is asking for more disclosure at product – and entity-level, 
clearer labelling, and naming and marketing rules.

As a member of the disclosures and labels advisory group advising 
the FCA, Julia Dreblow, founding director of SRI Services, is well 
positioned to comment on the general aims of SDR.

She believes more information will help advisers when it comes to 
cutting through greenwashing.

‘At the moment there is quite a pushback from asset owners saying 
asset managers aren’t giving out enough information,’ she said.

‘SDR should make the task easier for all intermediaries. 
Intermediaries will have access to more information, hopefully in 
the form of properly checked, approved text explaining what asset 
managers are doing and why, what their aims are and how the funds 
are run. The relationship should become easier.’

The downside to all this is that there is likely to be a further 
proliferation in products. This means more work for advisers in terms 

of sifting through what is available on the market.
At the same time, though, this should be balanced by greater 

consumer demand, said Tan, spurred by clearer labelling and 
messaging that is easier to communicate.

‘End investors will become more interested in sustainable investing 
and also more active in trying to consider exactly what these funds 
do,’ she said.

BETTER MATCH FOR CLIENT NEEDS
More insight from asset managers should help advisers to better 
match funds to client needs.

‘Better disclosure and labelling should mean advisers will be 
more confident when talking to clients because they have better 
information,’ said Dreblow.

‘Ultimately, it’s the clients’ views that matter. By getting more 
information, advisers will be able to talk to their clients and match 
funds to their clients’ preferences more effectively.’

Tan agrees.
‘SDR will put advisers in a better position to demand and request 

more specific outcomes [from fund managers], closer in line with what 
they’re trying to achieve for their clients.’

Overall, the arrival of SDR is very welcome step forward, 
according to Burr.

‘The cross-governmental effort taken to pull this together is a very 
welcome step. It helps simplify the noise around sustainable investing 
by providing clarity and transparency, clearly distinguishing between 
what meets a sustainability requirement and what doesn’t.

‘It creates a solid bedrock to help investors understand the 
implications of their investments from a sustainability perspective. 
This will have a positive impact for financial advisers, and it’s vital they 
get to grips with the upcoming regulations to help serve their clients.’

That is why Citywire has launched this series of articles, in 
partnership with LGIM, to help advisers unpack the new regulations 
and navigate the potential challenges and opportunities.

The series will cover topics including fund selection, compliance 
and business support. Look out for our next article on labelling and 
terminology in the coming days.
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Important Information

The value of an investment and any income taken from it is not guaranteed and can go 

down as well as up, you may not get back the amount you originally invested. Views 

expressed are of LGIM as at 27 October 2022. The Information in this document (a) is for 

information purposes only and we are not soliciting any action based on it, and (b) is not a 

recommendation to buy or sell securities or pursue a particular investment strategy; and (c) 

is not investment, legal, regulatory or tax advice. Legal & General Investment Management 

Limited. Registered in England and Wales No. 02091894. Registered Office: One Coleman 

Street, London, EC2R 5AA. Authorised and regulated by the Financial Conduct Authority, 

No. 119272.

This article was provided by Legal & General Investment Management 
and does not necessarily reflect the views of Citywire.
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