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About SFDR 
‘’Sustainability factors’’ mean environmental, social and employee matters, respect for human rights, 
anti‐corruption and anti‐bribery matters. The term is used interchangeably with Environmental, Social, 
and Governance (ESG) factors. Examples include: 
 

Environmental Social Governance 

• Climate change mitigation 

• Air, sea & land pollution 
prevention 

• Protection of water and 
marine resources 

• Restoration of biodiversity 
and ecosystems 

 

• Employee working conditions 
& development 

• Local community relations 

• Product & consumer safety 
 

• Executive Pay 

• Board diversity 

• Tax practices 

• Political contributions 

 
The European Union views sustainability as crucial to ensuring long-term economic competitiveness 
and advocates an increase of private sector funding in this direction. The offering of financial products 
with clearly defined sustainability characteristics serves this goal, and SFDR aims at strengthening and 
harmonising related disclosures to end investors. SFDR applies to asset managers running such 
products as well as their distributors offering advice on them. SFDR introduces among others a 
classification scheme for financial products as follows: 
Article 6 products - Take sustainability criteria into account within the investment process but do not 
specifically promote environmental or social characteristics and do not have sustainable investment as 
their objective.  
Article 8 products - Promote among other characteristics, environmental or social ones or a 
combination of those characteristics provided that the companies in which the investments are made 
follow good governance practices. 
Article 9 products - Have sustainable investment as their objective.  
 
SFDR Applicability to Universal Life   
Universal Life maintains and markets, both directly and through its network of tied agents, insurance-
based investment products and group occupational pension products. As such it is subject to SFDR 
both as an asset manager and a distributor of financial products. Universal Life currently fields only 
‘’Article 6’’ products. For this reason: 
 
(i) advice offered on these products does not extend to their sustainability characteristics, and 

 
(ii) adverse impacts of investment decisions on sustainability factors are not explicitly considered, 

even though evaluation of sustainability risks alongside financial and other risks forms part of, 
i.e. is integrated in, the investment process. 

 
How we include sustainability factors in our advice process and the extent to which we consider adverse 
impacts will evolve over time. This will be largely driven by the range of products offered and how they 
factor in sustainability risks. 
 
Integration of Sustainability Risk in Investment Decisions 
Sustainability risk refers to an ESG event or condition that could cause a negative impact (actual or 
potential) on the value of an investment. Universal Life believes that an investment approach which 
integrates consideration of sustainability risk is in the best interest of participating customers. For this 
reason, a formal policy is in place for addressing sustainability risk. A copy of this policy is available on 
request. Its key elements are outlined below: 
 



 
 
(a) Alignment of Remuneration 
Remuneration policy as it relates to management and staff involved in the investment process is 
designed so as to promote sound and effective risk management with respect to sustainability risks. 
The structure of remuneration does not encourage excessive risk‐taking with respect to sustainability 
risks and is linked to risk‐adjusted performance.  
 
(b) Active Ownership   
The term refers to the constructive use of voting rights conferred by equity participations and the 
opportunity to engage with investee company managements, in order to assess and mitigate ESG risks. 
Universal Life operates a so-called fund-of-funds investment model whereby individual security 
selection is delegated to reputable external fund managers. These managers are tasked among others 
with exercising active ownership on Universal Life’s behalf.    
  
(c) Exclusions & Screening 
Universal Life engages only external fund managers that are signatories of the UN Principles for 
Responsible Investment (PRI) and invests only in mutual fund products with a Morningstar sustainability 
rating of ‘’2’’ or more globes. As regards the inhouse managed real estate portfolio, assets involved in 
the extraction, storage, transport or manufacture of fossil fuels are excluded. Should the need arise to 
invest directly in equities or bonds instead of through mutual funds, specific quantitative ESG rating 
thresholds are also in place (using 3rd party databases).   
 
(d) Implementation 
Universal Life carries out extensive due diligence before adding an external asset manager. This covers 
ESG credentials of the manager as well as ESG characteristics of the specific investment portfolio being 
considered. Where sustainability risks are identified, their materiality is assessed to determine whether 
to proceed with investment or not. For existing external managers and funds, periodic reviews and 
discussions held include consideration of ESG practices.  
 
Following SFDR’s introduction, availability of ESG-related information from external managers is 
expected to improve further, and Universal Life will leverage on this to achieve even closer integration 
of the consideration of sustainability risk in its investment process.   
 
 


