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Increased scrutiny over just how green investment strategies are has market players worried. 
 
The U.S. Securities and Exchange Commission, European regulators and investors are piling pressure 
onto money management firms over greenwashing, with the phrase hitting headlines more recently 
due in part to high-profile allegations made against DWS Group and other firms. As a result, 
managers are taking a careful look at how they have classified their strategies, with some firms 
already downgrading their ESG credentials to play it safe and an expectation of more changes to 
come, sources said. 
 
 
Increased regulation in Europe has come in the form of the Sustainable Finance Disclosures 
Regulation, which came into play in March 2021 and was updated with further rules last month. 
Under SFDR, European Union-licensed money managers must categorize their strategies into one of 
three classifications: Article 6 — where there are no ESG risks relevant to investment decisions or 
returns; Article 8 — which promote environmental or social characteristics; or Article 9 funds, which 
name sustainable investment as their objective. 
 
On top of Europe's regulatory focus is pending information from the Financial Conduct Authority, the 
U.K.'s financial watchdog, as to how similar rules will be implemented in the U.K. under its 
Sustainable Disclosure Requirements. 
 
 
Meanwhile, in the U.S., the SEC has proposed rules that would establish disclosure requirements for 
funds that are marketed as being ESG-focused. 
 
"At the issuer level and at the fund level, there is more regulation everywhere," said Hortense Bioy, 
London-based global director of sustainability research for Morningstar Inc. Beyond Europe to places 
like Hong Kong and Australia, "regulators want to bring greater clarity to the space," she said. 
 
And adding to the regulatory focus is the ongoing investigation into DWS Group, which reached a 
climax in May with a police raid of the firm's Frankfurt offices over greenwashing allegations. The 
following day, June 1, CEO Asoka Woehrmann resigned over the allegations, which he said in a 
statement had become a burden for the €902 billion ($922.2 billion) money manager, himself and his 
family. 
 


