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Introduction  
This document provides you with information about this fund in relation to the Sustainable Finance 
Disclosure Regulation. It is not marketing material. The information is required by law to help you 
understand the sustainability characteristics and/or objectives and risks of this fund. You are advised 
to read it in conjunction with other relevant documentation on this fund so you can make an informed 
decision about whether to invest.  
 
This fund commits to sustainable investment which is reflected in the overall objective of Fund 
pursuant to Article 9 of the Regulation (EU) 2019/2088 of 27 November 2019 on sustainability-related 
disclosures in the financial sector (“SFDR”). The Green Effects Fund is therefore classified as an 
“Article 9” fund.   
 
Article 9 – Positive impact funds seek to invest mainly in economic activities that contribute to an 
environmental and/or social objective.  

 
Some Background to SFDR   
SFDR is part of the EU’s wider Sustainable Finance Framework, which is backed by a broad set of 
new and enhanced regulations that will apply across the region. The framework includes the 
Sustainable Finance Action Plan, which aims to promote sustainable investment across the EU by 
facilitating a framework for channelling private investment into financial products that contribute to a 
climate-neutral, climate-resilient, resource-efficient and fair economy, as a complement to public 
money. A new Taxonomy to categorise economic activity through a sustainability lens and help create 
a level playing field across the region. 
 
Many of the new measures are a response to the landmark Paris Agreement on climate change in 
December 2015, and the United Nations 2030 Agenda for Sustainable Development published earlier 
the same year, which set out the 17 Sustainable Development Goals. SFDR and other regulations are 
also aligned with the European Green Deal, which aims for the EU to be ‘climate neutral’ by 2050. 

 

Investment Objective of the Green Effects Fund 
The investment objective of the Fund is to achieve long term capital appreciation through investment 
in ethically and ecologically oriented and socially sustainable stocks. 

 

Investment Policies – NAI Index1  
The Fund has a sustainable investment objective in accordance with Article 9 of the SFDR and the 
NAI Index is the index aligned to this objective. The Fund seeks to provide investors with a vehicle 

through which they can invest in projects and companies with a long-term commitment to supporting 
the environment and socially just production and work methods. For this purpose, the Fund will only 
invest in stocks which are sustainable investments and included in the NAI Index and as a result the 
NAI Index is the Fund’s reference benchmark. 

 
1 The NAI Index – Der Natur-Aktien-Index – is intended to be an indicator for the economic success of 
companies which globally contribute ecologically and socially sustainable ways of doing business. 
Nature Stock Index (nai-index.de) 
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To be admitted to the NAI Index a stock has to meet a number of selection criteria which were 
developed by experts with a demonstrable competence in ethically, socially and ecologically 
conscious investments and the respective evaluation of companies, products and processes. These 
criteria and more detailed information in relation to the NAI Index are included in the Appendices of 
this document.  
 
The Investment Manager is of the opinion that these criteria afford the reassurance that a fund which 
draws upon the NAI Index as its investment universe will be investing in ethically, ecologically and 
socially sound stocks. The Investment Manager will therefore use the NAI Index as its investment 
universe and may not invest in stocks outside this Index. The Investment Manager will not track the 
NAI Index but merely use the NAI Index as a source of ethically-sound stocks. As the Fund will only 
invest in sustainable investments which are included on the NAI Index and the NAI Index lists 
sustainable stocks, it is considered that the NAI Index is aligned with the investment objective of the 
Fund. 
 
The sources of ESG data in the NAI Index include third party ESG Research provided by Institutional 
Shareholder Services (ISS) ESG, as well as research into news and media coverage. The NAI index 
may also contact companies directly and engage with NGOs if necessary. 
 
The NAI Index is not like other securities indices in that the criteria for selection are not based on 
market capitalisation or free float. In investing in stocks on the NAI Index, the Investment Manager 
favours an approach which takes cognisance of the market capitalisation or free float of the stocks.  
 
The NAI Index began with 20 equally-weighted stocks which have subsequently experienced 
divergent price performance. This has resulted in some of the stocks achieving substantial weightings 
though not necessarily commensurate liquidity. The Investment Manager places a high priority on the 
liquidity of stocks and believes this approach is in the best interests of investors. 

 

Investment Policies – Sustainability Risks  
The Investment Manager integrates sustainability risk into its decision-making process by investing 
only in stocks included in the NAI Index which, as further outlined in the appendices, screens equity 
securities listed on the NAI Index for their sustainability risks.  
 
According to the SFDR, a sustainability risk is an environmental, social or governance (ESG) event or 
condition, the occurrence of which could have an actual or potential material adverse effect on the 
value of the investment. Before equity securities are included in the NAI Index, they are screened for 
their sustainability risks. Established market standards are used to ensure the lasting quality and 
reliability of the underlying ESG research.  
 
The NAI criteria (see Appendices) form the basis for the inclusion of a company in the NAI Index. 
Thus, sustainability risks are integrated into the Investment Manager’s decision-making process as 
sustainability risks are already taken into account before constituents of the NAI Index are admitted to 
the NAI Index, from which the Investment Manager makes its asset allocation for the Fund.  
 
The integration of sustainability risks is therefore primarily achieved through the construction and use 
of the NAI Index. However, the consideration of sustainability risk may additionally be supplemented 
by the Investment Manager through the use of data based on research from a third party ESG data 
provider, MSCI ESG Research,  and the Investment Manager's own ESG rating system.  
 
For example, the Investment Manager uses third party ESG reports to track sustainability ratings and 
risks for the Fund in its entirety and also at stock specific level. These reports track various types of 
ESG risks (such as carbon risk and governance risk) and showcase the Fund’s level of exposure 
thereto.  
 
This data can then be integrated into the Investment Manager’s decision-making process for the 
Fund. The Investment Manager makes use of specific methodologies and databases into which 
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environmental, social, and governance data from external research companies, as well as own 
research results, are incorporated.  
 
 
By way of example, if the Investment Manager reviews a third party ESG report and notes that a 
certain stock’s overall ESG momentum has trended positive (for example, if an investee company is 
increasing its contribution towards lower building emissions) it will consider increasing the Fund’s 
position in that investee company. Conversely, if the Investment Manager notes that an investee 
company is performing poorly with respect to key ESG metrics, the Investment Manager may reduce 
or divest the Fund’s holding in that stock.  

 
These examples serve as a useful illustration of how the Investment Manager incorporates these 
methodologies and data into its investment decision making processes for the Fund.  
 
A sustainability risk can either represent a risk on its own or have an impact on other risks and 
contribute significantly to other risks, such as market risks, operational risks, liquidity risks or 
counterparty risks. As with any such other material risk, sustainability risks may impact the 
achievement of the investment objective of the Fund, the Fund’s return and the reputation of investee 
companies. 

 

Taxonomy Regulation  

As the Fund’s investment strategy is in  "sustainable investment(s)" per SFDR Regulation criteria, as 
it invests in economic activities that contribute to the achievement of an environmental objective and 
the NAI Index is the benchmark for the Fund that is aligned with that objective. Therefore Article 5 of 
Regulation (EU) 2020/852 (Taxonomy Regulation) also applies to this Fund. Overall, this means that 
details of the Fund’s ESG characteristics, methodologies, and screening criteria for the underlying 
assets, as well as performance, relative to sustainability indicators must be made available for 
investors, pursuant to these Regulations. 
 
The Taxonomy Regulation establishes a framework or classification system (or taxonomy) which 
provides businesses with a common language to identify whether or not a given economic activity 
should be considered "environmentally sustainable". 
 
In order to achieve its environmental objectives, the Fund will, as described above "Investment 
Policies - NAI Index", only invest in companies included in the NAI Index.  
 
In doing so, the Fund will contribute to the following environmental objectives set out in Article 9 of the 
Taxonomy Regulation:  
a) Climate change mitigation.  
b) Climate change adaptation.  
 
For example, the fund makes investments worldwide in companies that offer products or services that 
make a significant contribution to the environmentally sustainable solution of key human problems 
(such as, among other things, energy efficiency, ecologically compatible heat supply, drive and 
transport systems that are powered by wind, sun, water, biomass or other renewable energy 
sources).  
 
In addition, the Fund is also expected to contribute to the other environmental objectives listed in 
Article 9 of the Taxonomy Regulation:  
a) the sustainable use and protection of water and marine resources.  
b) the transition to a circular economy.  
c) pollution prevention and control;  
d) the protection and restoration of biodiversity and ecosystems.  
 
The technical screening criteria (TSC) for the environmental objectives based on the Taxonomy 
Regulation are still under active consideration by the Fund (i.e. in respect of the first two Taxonomy 
Regulation environmental objectives of climate change mitigation and climate change adaptation) or 
have not yet been developed (i.e. for the other four Taxonomy Regulation environmental objectives).  
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However, as at the end of the fiscal year 2021, data and information made available to the Fund by 
Institutional Shareholder Services (ISS) indicates that 29.5% of the Fund’s investments are in 
economic activities that qualify as environmentally sustainable under the Taxonomy Regulation.  
 
This information only takes into account the Fund's investments in the areas of  
a) climate change mitigation and  
b) climate change adaptation.  
 
As the TSC for the environmental objectives under Article 9 c) to f) of the Taxonomy Regulation are 
not yet available at the time of this document, the Fund's contribution to these environmental 
objectives cannot be stated.  
 
The Fund is actively monitoring this situation and will update this document accordingly as soon as 
the Green Effects Investment plc prospectus the TSC for all environmental objectives of the 
Taxonomy Regulation are provided. At the same time, by investing in companies included in the NAI 
Index, the Fund ensures that its investments do not significantly harm any environmental or social 
objective, within the meaning of the Taxonomy Regulation (DNSH Requirement – Does Not 
Significantly Harm). Meaning, the Fund is not permitted to make an investment in pursuit of a 
particular environmental sustainability objective, if that investment would significantly harm another 
environmental or social sustainability objective.  
 
The selection criteria of the NAI Index, as set out in detail in the Appendices of the Fund Prospectus 
here, facilitates the Fund in its compliance with this DNSH requirement by identifying investments 
which may contribute to the development of sustainable business styles. In addition, before any 
security is included in the NAI Index, it is screened for sustainability risks and in certain circumstances 
stocks shall be excluded from the NAI Index, for example, if the ecological or ethical and social NAI 
Index criteria are no longer complied with. The OECD Guidelines for Multinational Enterprises, UN 
Guiding Principles on Business & Human Rights, the International Labour Organization’s Declaration 
on Fundamental Principles and Rights at Work and the International Bill of Human Rights are also 
complied with as part of the Fund’s investment process for the purposes of the minimum safeguards 
as specified by Article 18 the Taxonomy Regulation. 

 

What is the Fund's sustainable investment objective?  
The Fund's sustainable investment objective is to achieve long term capital appreciation through 
investment in ethically and ecologically oriented and socially sustainable stocks. The Fund seeks to 
provide investors with a vehicle through which they can invest in projects and companies with a long-
term commitment to supporting the environment and socially-just production and work methods.  

 

Philosophy  
The Investment Manager believes that non-economic sustainability factors such as environmental, 
social and corporate governance tend to have positive correlation with more typical economic factors 
such as profitability and return on investment in the long term. In this way, the Investment Manager 
places sustainability factors / risks as part of its core investment approach as does the NAI Index 
which provides the investible universe for the Fund.  
 

Potential impacts of sustainability risks on the returns of the Company  
Sustainability risks may cause adverse sustainability impacts in terms of an actual or a potential 
material negative impact on the value of the investments, the Net Asset Value of the Fund and 
ultimately, on the return on investors’ investment. There are multiple manners in which the 
Management Company can monitor and gauge the financial materiality of sustainability risks on an 
investee company’s financial return.  
 
• Environment: The management company believes that if a company does not consider the 
environmental impact of its operations, and in the production of its goods and services, that a 
company could experience natural capital deterioration, environmental fines or declining client 
demand for its goods and services. Therefore, the carbon footprint, water and waste management, 
and sourcing and suppliers are monitored where relevant to the company.  
 

https://cantorfitzgerald.ie/wp-content/uploads/2022/07/Prospectus_for_Green_Effects_Investment_plc_07July2022.pdf


6 

 
 

• Social: The Management company considers social indicators are important to monitor a company’s 
long-term growth potential and financial stability. Such policies on human capital, product safety 
controls, and client data protection are some of the important practices that are monitored.  
 
• Governance: The Management company considers that weak corporate governance can lead to 
financial risk therefore board independence, management committee composition and skills, minority 
shareholder treatment and remuneration are key factors investigated. Also, corporate behaviour of 
accounting practices, tax and anti-bribery are verified. 
 

 

Principal Adverse Impacts on sustainability factors 
Principal adverse impacts are the most significant negative impact of investment decisions on 
sustainability factors relating to environmental, social and employee matters, respect for human 
rights, anti-corruption and anti-bribery matters.  The index selection criteria outlined later in the 
document provide a detailed explanation as to how these factors are included into the overall 
investment process.  
 
“Principal adverse impacts” (or PAIs) are those impacts of investment decisions and advice which 
result in negative effects on environmental, social and employee matters, respect for human rights, 
and anticorruption and anti-bribery matters (known as “sustainability factors”). Investment decisions 
can have negative effects on sustainability factors where underlying investee companies or assets 
insufficiently manage and mitigate their sustainability impacts on environmental, social and societal 
systems. PAIs expose an investment to “sustainability risks”, whereby an environmental, social or 
governance event or condition could, if it occurs, cause an actual or a potential material negative 
impact on the value of the investment. As such, careful due diligence is required to identify PAIs early, 
ensuring they are factored into decision-making throughout the investment process, addressed and, 
where possible, resolved through engagement. 

 

Designated Reference Benchmark   
The NAI Index meets the sustainable investment objective of the Fund and it aligns with the 
sustainable investment objective of the Fund as it is a benchmark for the economic success of 
companies which contribute on a global basis to the development of ecological and socially 
sustainable business styles.  
 
The NAI Index differs from a broad market index as the NAI Index has been developed so that the 
relative opportunities of sustainable investments are made visible by comparison with traditional 
international stock indices. Eligibility for inclusion in the NAI Index is limited to companies meeting 
clearly defined rules and compliance with the criteria for admission to the NAI Index is regularly 
monitored. The NAI Index is not like other broad market indices in that the criteria for selection are not 
based on market capitalisation or free float. The NAI Index criteria ensures that the NAI Index 
universe is evaluated and defined independently from issuers in order to add a layer of integrity 
beyond self-labelled designations that have not benefited from independent scrutiny. 
 
The NAI Index is composed of stocks:  

• which are diversified by countries and industry segments;  

• at least 75 % of which consist of companies with an annual turnover of more than 100 million 
US Dollars;  

• up to 25% of which consist of companies which are active in the development of ecologically 
innovative products but which have not yet reached an annual turnover of 100 million US 
Dollars (pioneers);  

• which are expected to provide long-term returns. 
 
A detailed outline of the positive and negative screening criteria of the NAI index has been included 
within the appendices of this document for review.  
 



7 

 
 

Good Governance Practices 
 
The Investment Manager assesses the governance practices and governance performance of 
companies in which it invests. This assessment is based on the Investment Manager’s own research 
and knowledge of the company based on its direct interactions with companies, its analysis of the 
financial statements and related materials of companies, and information including specialised 
governance information and ratings from at least one Data Provider (MSCI ESG Research) in order to 
satisfy itself that the relevant issuers follow good governance practices, in particular with respect to 
sound management structures, employee relations, remuneration of staff and tax compliance.  
 

Monitoring and Measuring the Sustainable Investment Objective of the Fund   
The Investment Manager monitors compliance with the environmental characteristics outlined above 
on a regular basis through both its own ongoing research and monitoring of portfolio companies as 
well as through the use of research and ratings from Data Providers (MSCI ESG Research).  
 
The Investment Manager monitors a range of sustainability indicators to measure the environmental 
characteristics, including:  
• The percentage of revenues earned on an estimated basis by portfolio companies which are from 
the energy solutions sector. 
• The weighted average ESG rating of the portfolio, as determined by the use of ESG ratings of 
companies, supplied by Data Providers (MSCI ESG Research).  
• The carbon intensity of the portfolio, measured by an external provider of carbon footprint 
measurement services (MSCI ESG Research). A sample report from this independent data provider 
(MSCI ESG Research) can be viewed here. 
 
A detailed list of exclusion criteria at an NAI Index level is outlined within the appendices. 
 
In addition to the above metrics, the Investment Manager analyses each holding within the NAI index 
across a wide range of ESG criteria.  The headings and criteria outlined in the table below are a non-
exhaustive list and aims to provide a basis for how the Investment Manager reviews holdings once 
they are admitted to the NAI Index.  For the avoidance of doubt these criteria are used in conjunction 
with fundamental equity research and top-down macro analysis of the respective markets and regions 
where each entity operates.  The criteria outlined below are also in addition to the NAI Index 
selection criteria (negative & positive screening) which can be viewed in the appendices of 
this document.   
   

 Generic criteria Stock or Sector-specific criteria 

Environment • Power consumption and 
greenhouse, gas emissions  

• Water Usage  
• Biodiversity 
• pollution, and waste 

• Green vehicles (Automotive)  
• Development and production of 

alternative energy and biofuels 
(Energy/Utilities)  

• Responsible forestry (Paper & 
Forests)  

• Sustainable construction 
(Construction Industry Products)  

• Packaging and eco-design (Food 
and Beverages)  

• • Paper recycling (Paper & 
Forests) 

Social • Labour conditions and non-
discrimination  

• Health & safety  
• Social relations  
• Client/supplier relations  
• Product responsibility  
• • Local communities and human 

rights 

• Access to medicine 
(Pharmaceuticals)  

• Passenger safety (Transportation)  
• Healthy products (Food)  
• Healthy product development 

(Food and Beverages)  
•  

Governance • Board Structure  
• Audit and control  
• Compensation  
• Shareholders’ rights  
• Ethics  
• ESG strategy  
• Tax Practices 

 

https://cantorfitzgerald.ie/wp-content/uploads/2022/04/Green-Effects-ESG-Report_Apr22.pdf
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Proxy Voting and Shareholder Engagement  
 
In order to carry out its voting responsibilities and shareholder engagement activities, the Green 
Effects Fund has engaged Institutional Shareholder Services Ltd (ISS), a leading, independent 
provider of proxy voting advice and administrative services, to assist in exercising investors’ 
shareholder voting rights.  ISS provide voting recommendations to the Fund manager, based on a 
pre-agreed set of policy guidelines (reviewed annually). The Fund follows the ISS “Sustainability” 
voting guidelines, which was developed specifically to meet the standards consistent with the United 
Nations Principles for Responsible Investment (UNPRI).  
 
The ISS Sustainability policy approach uses ESG risk indicators to identify ESG risk factors in public 
companies.  These ESG risk indicators cover topics including the environment, human rights and 
impacts of business activities on local communities, labour rights and supply chain risks, consumer 
product safety, bribery and corruption, and governance & risk oversight failures 
 
For its engagement activities, the Green Effect Fund has a separate agreement in place with ISS 
ESG’s Norm-Based Engagement service, which allows institutional investors to pool together on 
dialogues with issuers, thus wielding more influence and encouraging greater disclosure by 
companies than through solo engagement. 
 
ISS ESG’s Norm-Based Engagement Solution helps investors across markets to jointly engage with 
companies regarding their ESG risk and performance in a cost-efficient manner. 
Through Norm-Based Engagement, investors have the ability to voice their concerns with companies 
that fail to respect established norms (RED flagged) and companies that face credible allegations 
(AMBER flagged), as identified by ISS ESG’s team of analysts and request transparency regarding 
risk mitigation.  ISS ESG Norm-Based Engagement Solution supports investors with the 
implementation of leading global stewardship codes and industry initiatives, including the PRI. 
  
 

 
 

 
 
 

Past Performance is not a guide to future performance and may not be repeated. 
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The value of investments and the income from them may go down as well as up and 
investors may not get back the amounts originally invested. 

Exchange rate changes may cause the value of any overseas investments to rise or fall. 
 

 
 
 
 
 
 
 

 

This material is communicated solely for information purposes and neither constitutes an 
offer to buy, an investment advice nor a solicitation to sell a product. 

This material is neither a contract nor a commitment of any sort. 
The information contained in this material is communicated without taking into account the 

specific investment objectives, financial situation or particular need of any particular 
investor. 
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APPENDICES 
 

Index Selection Criteria 
The NAI Index Criteria  

• NAI Index companies may contribute by four different means to the development of sustainable 
business styles:  

• The company offers products or services which make a substantive contribution to ecologically 
and socially sustainable solutions for fundamental problems of mankind, such as:  

• energy-efficient, ecologically sound, heating, power and transport systems based on wind, 
sunlight, water, organic substances or other regenerative energy sources;  

• production of agricultural products without the use of mineral fertilizer, pesticides and genetically 
manipulated animals and plants;  

• forest management and use of timber maintaining diversity of species and generations in forests 
(FSC standard);  

• construction of heating-efficient buildings with eco-friendly construction material;  

• development and operation of resource efficient water technology  

• Services whose core business comprises literacy or initial and subsequent professional training;  

• Services related to literacy, training, information editing and brokerage services, counselling, 
research, financing or other forms of promoting socially and ecologically oriented plans or 
activities;  

• Production or services which are especially tailored for the needs of women and therefore may 
contribute to the improvement of their socio-economic status;  

• Products or services contributing to the combat of poverty as well as the economic and social 
development in particular of developing countries;  

• Production and distribution of recognised means of naturopathy and related processes of the 
special therapy centres of the anthroposophical medicine, homeopathy, natural and plant-based 
healing;  

• Research, development and production of medical products and accessories suitable to providing 
a better and cheaper medical care for large parts of the population. This includes in particular 
products which may improve the healing prospects of rare diseases or diseases typical for 
developing countries. 

 
The company is a leader in its industry segment with regard to product design. It has in particular: 

• improved the life-cycle of products or their use-efficiency, e.g. by offering services instead of 
selling the product;  

• improved the safety of the product for consumption or use;  

• improved the decomposition or recycling features;  

• replaced dangerous substances by less dangerous or preferably harmless substances;  

• replaced non-regenerative raw materials by regenerative raw materials;  

• embedded in its business policy the idea of the continuous and sustainable improvement of its 
environmental standards in excess of applicable legal requirements and has demonstrably 
succeeded with this goal. 

 
The company is a leader in its industry segment with regard to the technical management of its 
production and sales processes:  

• products or services are manufactured or marketed in a particularly ecologically efficient form and 
with a low level of harmful substances (minimisation of use of energy and raw materials as well as 
of the production of waste and emissions);  

• the companies make a special contribution to the reduction of use of resources through use and 
recycling of waste;  

• the company has embedded into its business philosophy the idea of environmentally sound 
procurement, production and distribution in excess of applicable legal requirements and 
demonstrably succeeds with this goal;  
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• the company has ecological guidelines, the implementation of which is monitored and sanctioned. 
It has embedded into its business policy the idea of the constant and sustainable improvement of 
its environmental standards in excess of applicable legal requirements and demonstrably 
succeeds with this goal. 

 
The company is a leader in its industry segment with regard to the social management of its 
production and distribution processes:  

• the company takes particularly serious its responsibility for the creation of training positions and 
jobs;  

• the company cares particularly for safety and health protection at the work place;  

• the company provides its employees particular forms of co-determination rights (e.g. in-house 
improvement proposals);  

• it provides its employees above average opportunities for subsequent professional training (e.g. 
more than 50% of the employees participate annually in professional training programmes); 

• the company has a particularly flat salary hierarchy;  

• all employees benefit from special social programmes in excess of applicable legal requirements;  

• the company is especially active in the promotion of women;  

• the company is especially active in the promotion of ethical or social minorities (e.g. 
handicapped); 

 

NAI INDEX EXCLUSION CRITERIA 
Companies shall not become or remain members of the index if it is known or may upon due 
investigation become known that they  

• produce and/or market nuclear energy or nuclear technology;  

• produce and/or sell arms in the strict sense (such as guns, tanks, mines) or more than 5% of their 
turnover consists of specialised technical equipment designed for military use;  

• discriminate against women, social or ethnical minorities;  

• prohibit and/or interfere with union's activities in their plants;  

• manufacture parts of their products through child or forced labour or purchase products from 
suppliers producing in such form;  

• are active in a country in which a recognised protest movement has asked foreign companies to 
avoid such country;  

• make or support test with vertebrates, unless such tests are made mandatory by law 
(environmental protection, testing of chemicals, medicine);  
release genetically manipulated plants, animals or bacteria, produce therefrom agricultural 
products or components for foodstuff or use or trade therewith 

• produce, use production processes or promote processes which are particularly damaging to the 
environment or health, such as pesticides, fossil fuels, chlorofluorocarbon; 3.6.10 in their core 
business (>25% of turnover) market activities which are particularly damaging to the environment 
and/or to health;  

• are not prepared to make transparent to the public essential data relating to environment or health 
(use of energy, use of water, production of waste, emissions, accidents and illness caused by 
dangerous substances, in each case per sales or production amounts);  

• repeatedly or continuously violate applicable legal requirements.  

• In addition, companies shall not be admitted to the index if they:  

• hold shares in any of the before-mentioned companies; or  

• exercise structurally a substantial influence on the management of the before-mentioned 
companies (e.g. through shareholdings, majority holdings, blocking minorities, participation in 
management boards or supervisory board majorities). This applies in particular to parent 
companies whose core business is the production of arms. 



12 

 
 

A BASIC GUIDE TO SFDR  

The Sustainable Finance Disclosure Regulation 
 
What is the EU SFDR? 
The EU is integrating its Sustainable Finance Action Plan into financial services, which aims to 
promote sustainable investment across the EU by facilitating a framework for channelling private 
investment into financial products that contribute to a climate-neutral, climate-resilient, resource-
efficient and fair economy, as a complement to public money.  
 
The EU SFDR is a regulation that is designed to make it easier for investors to distinguish and 
compare between the many sustainable investment strategies that are now available within the 
European Union. The EU SFDR aims to help investors by providing more transparency on the degree 
to which financial products consider environmental and/or social characteristics, invest in sustainable 
investments or have sustainable objectives. This information is now being presented in a more 
standardised way. 
 
The EU SFDR requires specific firm-level disclosures from asset managers and investment advisers 
regarding how they address two key considerations: Sustainability Risks and Principal Adverse 
Impacts. With regards to asset managers, the EU SFDR also mandates transparency of remuneration 
policies in relation to the integration of sustainability risks. In addition, the EU SFDR aims to help 
investors to choose between products by mandating increasing levels of disclosures, depending on 
the degree to which sustainability is a consideration. 
 
What are the three different product categorisations result from EU SFDR: 

• “Article 6” products either integrate environmental, social and governance (ESG) risk 
considerations into the investment decision-making process, or explain why 
sustainability risk is not relevant, but do not meet the additional criteria of Article 8 or 
Article 9 strategies. 

• “Article 8” products promote social and/or environmental characteristics, and may 
invest in sustainable investments, but do not have sustainable investing as a core 
objective. 

• “Article 9” products have a sustainable investment objective. 
 
The disclosures, which went into effect on 10 March 2021, apply to several financial products, 
including UCITS, AIFs and segregated mandates.  The Green Effects Fund is a UCITS structure.  
 
Why is the EU SFDR important? 
The EU SFDR is designed to re-orient capital towards sustainable growth and help clients make 
better sustainable investing choices. 
The primary goals are to provide greater transparency on environmental and social characteristics, 
and sustainability within the financial markets, and to create common standards for reporting and 
disclosing information related to these considerations. 
Increasing transparency and introducing standards supports two important additional considerations.  
 
First, it makes it harder for asset managers to “greenwash” their products – in other words, they 
cannot simply brand a product with an ESG or sustainable label, without being transparent with 
regards to how this is achieved. 
 
Second, it provides investors with a significantly improved ability to compare investment options in 
terms of the degree to which ESG factors are a consideration within the investment decision-making 
process, which helps them make informed decisions that align with their investing goals. 
 
Who does the EU SFDR apply to and which types of products and services are affected? 
The scope of the EU SFDR is relatively broad, applying to all financial market participants and 
financial advisers based in the EU, as well as investment managers or advisers based outside of the 
EU, who market (or intend to market) their products to clients in the EU. 
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In terms of products, under SFDR, a disclosures regime applies to UCITS, AIFs, separately-managed 
portfolios and sub-advisory mandates, as well as to financial advice (provided within the EU or by an 
EU investment firm). The Green Effects Fund & Cantor Fitzgerald Ireland fall under the scope of 
SFDR. 
 
 
What are Sustainability Risks and Principal Adverse Impacts, and how do they impact asset 
managers and advisers? 
To achieve the EU SFDR’s goal of improving sustainable finance by increasing transparency and 
creating standards, asset managers and advisers must disclose the manner in which they consider 
two key factors: Sustainability Risks and Principal Adverse Impacts. Subject to specific thresholds, 
asset managers are required to disclose their policies at both the firm and product level, while 
advisers are required to explain how they consider these factors in their advice. 
 
The EU SFDR outlines specific definitions for Sustainability Risks and Principal Adverse 
Impacts: 

• Sustainability Risks refer to environmental, social or governance events, or conditions, 
such as climate change, which could cause an actual or a potential material negative 
impact on the value of an investment. 

• Principal Adverse Impacts (PAI) are any negative effects that investment decisions or 
advice could have on sustainability factors. Examples could include investing in a 
company with business operations that significantly contribute to carbon dioxide 
emissions, or that has poor water, waste or land management practices. 

• Further details of Cantor Fitzgerald Ireland’s Policies on the integration of sustainability 
risk into investment decision making, and monitor PAI impacts are available here. 

 
What is the EU Taxonomy Regulation and how does it affect the EU SFDR? 

• The EU Taxonomy Regulation (EU TR), which introduces standard environmental criteria 
within the EU, came into effect on 1 January 2022. Subject to the corresponding EU SFDR 
regulatory technical standard being passed into EU law, from 1 January 2023 elements of the 
EU TR will be integrated into the disclosure obligations set out by the EU SFDR. This 
development will affect financial products that are classified as either Article 8 or Article 9. 
The specific EU TR elements to be disclosed under the EU SFDR are outlined below: 

• Article 8 products will need to state if they have any investments in sustainable investments 
and, if so, will need to disclose whether these investments are in activities aligned with the EU 
TR. 

• Article 9 products, which by definition have sustainable investment as an objective, will have 
to disclose whether their sustainable investments are in activities aligned with the EU TR. 

 
 

file://///cad.local/DFSRoot/GroupShares/CANTOR/DolmenFS/SharedWork/Project_SFDR/Green%20Effects%20Disclosure/Sustainability%20Disclosure%20-%20Cantor%20Fitzgerald


14 

 
 

SFDR DEFINITIONS 
 

1. Sustainability Risks are environmental, social or governance events or conditions that, if they 
occur, could cause an actual or a potential material negative impact on the value of the 
investment.  

 
2. Sustainable investment means an investment in an economic activity that contributes to an 

environmental objective, as measured, for example, by key resource efficiency indicators on 
the use of energy, renewable energy, raw materials, water and land, on the production of 
waste, and greenhouse gas emissions, or on its impact on biodiversity and the circular 
economy, or an investment in an economic activity that contributes to a social objective, in 
particular an investment that contributes to tackling inequality or that fosters social cohesion, 
social integration and labour relations, or an investment in human capital or economically or 
socially disadvantaged communities, provided that such investments do not significantly harm 
any of those objectives and that the investee companies follow good governance practices, in 
particular with respect to sound management structures, employee relations, remuneration of 
staff and tax compliance; 
 

3. Principal Adverse Impacts on Sustainability (PAIs) are impacts of investment decisions and 

advice that result in negative effects on sustainability factors i.e. environmental, social and 

governance matters. Some common examples are impacts on:  

● Carbon footprint  
● Biodiversity  

● Water 
● Waste  
● Social exclusion  
● Employee matters  
● Respect for human rights  
● Anti-corruption  
● Anti-bribery matters  

 
For example, an economic activity using water for its production process could have an impact on 
water access to local community or on water quality. An economic activity operating in Africa or Asia 
may have an impact on child labor or on human rights.  
 
 

4. A Financial Product has a sustainable investment objective when it invests in an economic 
activity which contributes to an environmental or social objective(s) such as:  
 
● Climate change mitigation  
● Climate change adaptation  
● The sustainable use and protection of water and marine resources  
● The transition to a circular economy  
● Pollution prevention and control  
● The protection and restoration of biodiversity and ecosystems  
● Promoting social inclusion  
● Reducing social inequality  
● Fosters social cohesion  
● Social integration and labour relations  
● Investment in human capital or economically or socially disadvantaged communities  

 
Provided that these Financial Products do not significantly harm any of those objectives, the 
contribution to environmental objectives can be measured by:  

● Key resource efficiency indicators: – The use of energy – Renewable energies – Raw 
materials – Water and land – The production of waste – Carbon Footprint  
● Its impact on: – Biodiversity – The circular economy In addition to the Environmental or 
Social characteristics, or a combination of those characteristics, or the Sustainable 
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Investment Objective promoted in a Financial Product, companies in which the investments 
are made must follow good governance practices (sound management structures, employee 
relations, remuneration of staff and tax compliance). 

 

 
 
Useful Links 
 
Fund Prospectus https://cantorfitzgerald.ie/wp-
content/uploads/2022/07/Prospectus_for_Green_Effects_Investment_plc_07July2022.pdf  
 
Investment Managers Homepage https://cantorfitzgerald.ie/private-clients/ethical-investing/  
 
Fund KID document https://cantorfitzgerald.ie/wp-content/uploads/2021/05/KIID-14-05-2021.pdf  
 
Fund Factsheet https://cantorfitzgerald.ie/wp-content/uploads/2022/08/GEF-Factsheet-8-22.pdf  
 
MSCI ESG Report on the Green Effects Fund https://cantorfitzgerald.ie/wp-
content/uploads/2022/04/Green-Effects-ESG-Report_Apr22.pdf 
 
Investment Managers Sustainability Policies Sustainability Disclosure - Cantor Fitzgerald 

 

Dublin: Cantor Fitzgerald House, 23 St. Stephen’s Green, Dublin 2, D02 AR55.  

Tel: +353 1 633 3800.  

email : ireland@cantor.com web : www.cantorfitzgerald.ie  

        : @cantorIreland          : Cantor Fitzgerald Ireland            : Cantor Fitzgerald Ireland  

 

Cantor Fitzgerald Ireland Ltd is regulated by the Central Bank of Ireland and is a Member Firm of Euronext Dublin and The London Stock Exchange. 
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