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What’s all the fuss about?
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Global reaction

Ø 2015 – COB21: Adoption of the Paris Agreement

The Agreement sets long-term goals to guide all nations:
ü substantially reduce global greenhouse gas emissions to limit

the global temperature increase in this century to 2 degrees
Celsius while pursuing efforts to limit the increase even further to
1.5 degrees;

ü review countries’ commitments every five years;
ü provide financing to developing countries to mitigate climate

change, strengthen resilience and enhance abilities to adapt to
climate impacts.

The Agreement is a legally binding international treaty. It entered
into force on 4 November 2016. 193 Parties (192 countries plus the
European Union) have joined the Paris Agreement.

http://unfccc.int/files/essential_background/convention/application/pdf/english_paris_agreement.pdf
https://treaties.un.org/Pages/ViewDetails.aspx?src=TREATY&mtdsg_no=XXVII-7-d&chapter=27&clang=_en
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EU solution: 
the EU Sustainable finance framework

But what is this framework ?

• A maze? 

• An Ikea furniture without assembly instructions?
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The EU Sustainable finance framework: 
a growing tree
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Why is the EU Sustainable finance 
framework being developed? 

The roots of the tree:

Ø NextGenerationEU: the EU’s 
plan to emerge stronger 
and more resilient after the 
crisis

Ø EU Green deal: The EU’s plan 
to become the first 
climate-neutral continent 
by 2050.

Ø Sustainable Finance 
Strategy: an ambitious and 
comprehensive package of 
measures to help improve 
the flow of money towards 
sustainable activities
across the European Union.

https://commission.europa.eu/strategy-and-policy/eu-budget/eu-borrower-investor-relations/nextgenerationeu_en
https://climate.ec.europa.eu/eu-action/european-green-deal_en
https://finance.ec.europa.eu/publications/sustainable-finance-package_en
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How can we find a way through the 
chaos?
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What is important for a financial
intermediary?

1. SFDR-transparency obligations: 
entity & product level

2. Sustainability preferences under IDD & MiFID

Up for review!
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SFDR-transparency obligations – entity level
What? Who? Where?

Sustainability risk policy Financial institutions1 

& financial advisors²
website

Adverse sustainability impact :

Principal adverse impacts (PAI) of investment decisions on 
sustainability factors

® If considered: statement on due diligence policies (mandatory as 
of 1 June 2021 for >500 employees)
® If not considered: reasons why

Financial institutions1 website

Principal adverse impacts (PAI) on sustainability factors considered 
in advice

® Whether considered in advice
® Why not considered in advice

Financial advisors² website

Remuneration policies in relation to the integration of sustainability 
risks

Financial institutions1

& financial advisors²
website

1 SFDR uses the term ‘financial market participant’ for a group of financial institutions under scope, cfr. art. 2, (1)
2 Exemption for financial advisors that employ fewer than three persons, cfr. art. 17
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SFDR-transparency obligations – product level
What? Who? Where?

Integration of sustainability risks 
® Manner in which integrated in investment decisions/ advice & result of 

assessment of likely impact on return
® Where deemed not relevant: clear & concise explanation of the 

reasons

Financial institutions1 & 
financial advisors²

Precontractual 
disclosures 

Adverse sustainability impact 
® Reasoned explanation whether, and if so, how a financial product 

considers PAI on sustainability factors 
® If not considered: a statement & the reasons

Financial institutions1 Precontr. discl & 
periodic reporting

Promotion of environmental or social characteristics
(‘art. 8 product’)

® See templates RTS

Financial institutions1

(financial advisors 
provide the customer 
with the product 
information prior to 
conclusion of the 
contract)

Websites & 
Precontr. discl. & 
periodic reporting

Sustainable investments
(‘art. 9 products’)

® See templates RTS

Financial institutions1

(financial advisors 
provide the customer 
with the product 
information prior to 
conclusion of the 
contract)

Websites & 
Precontr. discl. & 
periodic reporting
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Sustainability preferences under IDD 
& MiFID

Objective

Ensure that sustainability preferences of (potential) clients are 
correctly taken into account in the advisory process and portfolio 
management 

What are these sustainability preferences?

a) the customer determines that a minimum proportion should be invested in 
environmentally sustainable investments as defined under the EU 
Taxonomy

b) the customer determines that a minimum proportion should be invested in 
sustainable investments as defined under the SFDR

c) the customer determines consideration of ‘Principal Adverse Impacts’ on 
sustainability factors demonstrated by qualitative or quantitative elements
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What tools are at your disposal? (1)
(hyperlinks are embedded in the items)
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What tools are at your disposal? (2)

Ø Labels ® focus on investments

Ø European information documents ® focus on products

SFDR art. 8 product = a financial product that promotes, 

among other characteristics, environmental or social 
characteristics, or a combination of those characteristic

SFDR art. 9 products = a financial product that has 
sustainable investment as its objective and 
an index has been designated as a reference benchmark

On 
hold

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32019R2088&qid=1648716811748
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32019R2088&qid=1648716811748
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Does it stop here?

At sector level we will continue to:

ü Voice our concerns to obtain more feasible & effective rules

ü Discuss and collaborate with all stakeholders involved to 
come to a uniform and logical interpretation and application 
of legislation

ü Provide training, tools & documentation
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Will insurers be able to continue to 
insure society against climate risk?

Increased frequency of natural catastrophies ! 

Update overstromingen juli 2021
De verzekeraars betaalden 2 miljard € aan 
vergoedingen uit, de totale geschatte kosten bedragen 
op 31 december 2.4 miljard €.
Het verzekeren van een natuurramp is niet evident. Natuurrampen hebben 
het kenmerk dat de schade op alle vlakken - menselijk, materieel en 
economisch - astronomisch hoog kan zijn en veel mensen tegelijkertijd kan 
treffen. Sinds 2007 werd in België de dekking van overstromingen verplicht 
opgenomen in de brandverzekering éénvoudige risico’s (woningen en 
handelszaken) en werd de schadevergoeding geregeld via een partnership 
tussen verzekeringssector en overheid waarbij de tussenkomst bij wet (art. 
130 van de verzekeringswet) geplafonneerd werd om de solvabiliteit van de 
betrokken verzekeringsondernemingen ten alle tijden te kunnen vrijwaren.

1 year after storms Eunice & 
Franklin: insurers paid out 
almost 573 million euros

Global insured 
catastrophe losses 
rise to USD 112 
billion in 2021, the 
fourth highest on 
record, Swiss Re 
Institute estimates

HOT TOPIC
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The question is not IF but HOW

Key =
1. Good understanding of risks: 
sound modelling and good scientific knowledge  
&
2. Public-private partnership: 
with national governments on prevention and sharing of risks
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Good understanding
of risks

Sustainability risk is integrated in the prudential 
management of the insurer 

Ø Included in the ‘Prudent person principle’

Ø Which risks?
ü Underwriting & Asset risks
ü Transition risks & physical risks (see next slide)

Ø First priority = climate change (next probably biodiversity)

Ø Methodology
ü Forward looking modelling;
ü Scenarios: >2°C ( ­ physical risk)  

<2°C ( ­ transition risk)

“With respect to the whole portfolio of 
assets, insurance and reinsurance 

undertakings shall only invest in assets 
and instruments whose risks the 

undertaking concerned can properly 
identify, measure, monitor, manage, 

control and report, and appropriately take 
into account in the assessment of its 

overall solvency needs” (art. 132, 2 
Solvency II)

2.%20%20With%20respect%20to%20the%20whole%20portfolio%20of%20assets,%20insurance%20and%20reinsurance%20undertakings%20shall%20only%20invest%20in%20assets%20and%20instruments%20whose%20risks%20the%20undertaking%20concerned%20can%20properly%20identify,%20measure,%20monitor,%20manage,%20control%20and%20report,%20and%20appropriately%20take%20into%20account%20in%20the%20assessment%20of%20its%20overall%20solvency%20needs
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Physical risk & 
transition risks

Risks

Transition 
risks

Policy & 
legal risks

Technology 
risks

Market risk

Reputation 
risk

Physical 
risks

Acute risk

Chronic risk
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Public-private partnership

Necessary infrastructure 
(ex. for good water 

management – flood plains, 
broad embankments, high 

enough dikes, …)

Awareness campaigns 
(ex. keep private property 

permeable to rain, …)

Warning systems
Sound spatial planning 
(ex. no building permits 

for floodable areas)

Prevention

Sharing of risks
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