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The objective of this study is to support the work of the European Commission services involved in 

developing EU Ecolabel criteria1 for financial products. In particular, the study serves as a test run 
for the draft Criterion I” Investment in green economic activities” for UCITS equity funds 
of the upcoming EU Ecolabel for financial products. In this study, Draft Criterion I is tested on 
a sample of 101 “green” UCITS equity funds, domiciled in the EU27, of which (i) 51 are awarded with 
a national (eco)label (i.e. Austrian Ecolabel (Umweltzeichen), FNG-Siegel, Greenfin, Luxflag Climate 

Finance, Nordic Swan) and (ii) 50 are marketed as “green” but without a national (eco)label. 

Within the EU Action Plan on Financing Sustainable Growth, the European Commission decided to 
expand the reach of the EU Ecolabel to financial products in order to support transparency and 
consumer choice on environmentally sustainable retail products2. 

Draft Criterion I builds on the EU Taxonomy. 
From the six environmental objectives3 to be covered 
under the EU Taxonomy, this study only assesses 

economic activities as regards their substantial 
contribution to climate change mitigation (i.e. the 
EU Taxonomy alignment)4. The testing requires an in-

depth analysis of the economic activities of all 
underlying constituents of the “green” UCITS equity 
funds to understand whether their share of “green” 

revenue is sufficient in order to qualify the fund for the 
EU Ecolabel by satisfying the thresholds as set out by 
the Draft Criterion I. As specified in the tender5 , this 
study tests whether the draft Criterion I “Investment 
in green economic activities” of the upcoming EU 
Ecolabel for financial products (Draft Criterion I) is 
applicable to marketed UCITS equity funds. This 

involves the identification of methodological 
challenges, data availability gaps, and deriving 
suggestions for the next steps regarding the 
development of the EU Ecolabel. 

The data collection for the analysis is primarily conducted on data from Bloomberg L.P. and Thomson 

Reuters and partly publicly available company data (i.e. from the company website or official data 
repositories). For a scenario analysis, data from MSCI was used in addition6. 

Against the backdrop of significant data constraints, the study finds that only three of the 

101 “green” UCITS equity funds would qualify for the EU Ecolabel under the Draft7 

Criterion I. This finding is driven by two main factors. First, a lack of relevant data disclosed by the 

constituents of the “green” UCITS equity funds, and second, the (as of yet) limited scope of the EU 

Taxonomy, which has so far only been defined for a subset of economic sectors8.  

For 28 of the funds, it was hence not possible to assess compliance with Draft Criterion I. 

Data challenges include that 

i. data is partly not disclosed (yet); 

ii. the mapping of the constituents’ reported revenue segments (classified by the NACE or SIC 

industry nomenclature9) to activities covered by the EU Taxonomy does not always lead to 

unambiguous results (in ~ 13% of revenue-weighted activities); 

iii. time lag of data available in commercial databases; 

 

1 JRC. Development of EU Ecolabel criteria for Retail Financial Products. Technical Report 2.0: Draft proposal for the product scope and 

criteria. (link). 

2 In general, the EU Ecolabel is designed to promote the use of the most environmentally friendly products as articulated by the 
Regulation on the EU Ecolabel (Regulation (EC) No 66/2010 of the European Parliament and of the Council of 25 November 2009 on the 

EU Ecolabel). According to Article 2, the Regulation applies to ‘products’ (incl. goods or services) that are supplied for distribution, 

consumption or use on the Community market. 

3 The taxonomy regulation identifies six environmental objectives for the purposes of the Taxonomy (Article 5): I. Climate change 

mitigation; II. Climate change adaptation; III. Sustainable use and protection of water and marine resources; IV. Transition to a circular 

economy, waste prevention and recycling; V. Pollution prevention and control; VI. Protection of healthy ecosystems 
4 A pilot on testing the do no significant harm criteria (DNSH) can be found in the full report. 

5 https://ec.europa.eu/info/tender/191129-ecolabel-ucits-equity-funds_en  

6 Reproduced by permission of MSCI ESG Research LLC. ©2020 MSCI ESG Research LLC All rights reserved. 

7 and given that the EU Taxonomy is still under development until 2022 

8 covering most of the economic activities deemed most relevant from a climate change perspective. 

9 Nomenclature statistique des activités économiques dans la Communauté européenne (NACE); Standard Industry Classification (SIC) 

Nomenclature EU Taxonomy 

EU Taxonomy eligibility: an economic 
activity could potentially fall under the 
EU Taxonomy due to its industry 

classification 

EU Taxonomy alignment: an 
economic activity meets the substantial 
contribution technical criteria as set out 
in the technical annex to the EU 
Taxonomy Report by the TEG 

EU Taxonomy compliance: an 

economic activity meets all criteria as 
set out in the technical annex to the EU 
Taxonomy Report by the TEG 

https://susproc.jrc.ec.europa.eu/Financial_products/docs/20191220_EU_Ecolabel_FP_Draft_Technical_Report_2-0.pdf
https://ec.europa.eu/info/tender/191129-ecolabel-ucits-equity-funds_en


Forestry & 
Agriculture

Manufacturing

Electricity, 
Gas, Steam 

and AC

Water Supply 
& Waste 

Management 
(a.o.)

Construction 
& Real Estate 

Activities

Transportatio
n and Storage

Information 
and 

Communicatio
n

iv. important variables such as “total recycled waste” or simply the “tonnes of cement produced” 

are available in data bases but the poor coverage restricts an evaluation;  

v. the required level of granularity of reported data is partly not given. 

 

Thus, higher levels of disclosure could potentially lead to higher degrees of EU Ecolabel 

qualification (as demonstrated by a scenario analysis – see below). For capital market oriented 

companies falling under the Non-Financial Disclosure Directive (NFRD), the necessary disclosure will 

begin from 2022 onwards, therefore reducing data challenges. However, for companies not falling 

under EU disclosure regulations, the challenge will most likely remain in the medium term. 

It is important to note that the extension of the analysis to climate change adaptation as well as the 

further expansion of the EU Taxonomy to EU environmental objectives 3-6 (ecosystems, water, 

pollution, circular economy) could increase the number of “green” UCITS equity funds eventually 

qualifying for the EU Ecolabel (or at least fulfilling Draft Criterion I). On the other hand, the evaluation 

of the do-no-significant-harm criteria and social safeguards, which are applicable to all activities 

falling under the scope of the EU Taxonomy, was outside the scope of this study and could lead to a 

decrease of “green” UCITS equity funds compliant for the Ecolabel. 

These limitations make it very difficult at this point to derive clear suggestions for any appropriate 
threshold level for Draft Criterion I. However, the analysis allows for some further insights into key 
elements for assessing Draft Criterion I and into understanding EU Taxonomy alignment of 
constituents and “green” UCITS equity funds. 

Mapping results 

A mapping of constituents’ revenue segments showed that the EU climate mitigation Taxonomy 
eligible revenue of the sample is 31.6%, see Figure 1 below. Of this EU Taxonomy eligible share, 

nearly half of all revenue is generated in the manufacturing activities of the EU Taxonomy. This is 
mainly driven by manufacture of low carbon technologies, as this activity could potentially fall into 
anyone of a large range of NACE-sectors10. Other EU Taxonomy sectors highly relevant to the sample 
include information and communication, power supply, and buildings and real estate. 

Figure 1 - EU Taxonomy eligibility in the sample by revenue and breakdown by sector of 
EU Taxonomy eligible share 

 

Source: Own elaboration. 

More than half (52.7%) of the revenue in the sample is classified as not EU Taxonomy 
eligible. This means that revenue generated through respective activities do currently not fall under 
the EU Taxonomy for the EU environmental objective climate change mitigation. This has a major 
implication for the “green” UCITS equity funds potentially qualifying under Draft Criterion I. The 
three-pocket logic of Draft Criterion I (“green” pocket if ≥50% revenue from green activities, 
“transition” pocket if ≥20-49% revenue from green activities and “diversification” 11 pocket if <20% 

revenue from green activities). In order to satisfy Draft Criterion I, an equity fund needs to invest at 
least 60% of the fund Assets under Management into companies of the “green” or the “transition” 

 

10 According to the Classification of EU Taxonomy Activities it can fall into NACE 20.12; 25.30; 26.11; 27.90; 28.11; 28.12; 28.25; 
28.30; 28.92; 29.10; 29.32; 38.21; 42.44, see Annex, Table 12. 

11 Diversification also includes the proportion not invested in any company (i.e. fund TNA invested in cash). 
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pocket. Consequently, an equity fund is not aligned with the Ecolabel if the “diversification” pocket 

exceeds 40%.  

62 “green” UCITS equity funds (or ~62% of the entire sample) do not qualify for the EU 
Ecolabel, as a high share of constituents’ revenues are not eligible for the EU Taxonomy 
(yet), due to the high share of revenue not currently classified by the EU Taxonomy. 

The lack of adequate revenue data and challenges in the mapping of revenue segments to 

EU Taxonomy relevant NACE sectors lead to an ambiguous revenue share of 13.7% (i.e. a 
share of revenue that can neither be allocated as EU Taxonomy eligible” nor “not EU Taxonomy 
eligible”). Mapping challenges largely result from the translation of Standard Industrial Classification 
(SIC) codes or NACE codes to EU Taxonomy activities or a missing link in the translation chain (see 
main report). Until the required data is being disclosed by companies, the identification of EU 
Taxonomy eligible economic activities via different industry classification systems will continue to 
present a key obstacle. Further manual research would be necessary to reduce this figure, which is 

outside the scope of this study. 

Qualification under Ecolabel Criterion I 

Against the background of the lack of data disclosed by companies, a range of (financial and non-
financial) firm-level variables are estimated in the study to further test the potential qualification of 
“green” UCITS equity funds for Draft Criterion I. Three scenarios were analysed: 

i. baseline scenario, in which Draft Criterion I is tested using data available from established 

data providers and strict application of the EU Taxonomy’s screening criteria for substantial 
contribution to climate change mitigation. Activities that are not able to be evaluated are 
classified as “non-verifiable”; 

ii. baseline plus scenario, which evaluates the “non-verifiable share” of the baseline scenario 
with proxies and further assumptions (i.e. slightly deviating from the strict EU Taxonomy 
based application, see main report);  

iii. MSCI proxy scenario, in which MSCI ESG green revenue estimates at company-level were 

used as a proxy for EU Taxonomy-alignment. 

Current disclosure does not allow for a stringent EU Taxonomy alignment test for many cases, which 

restricts the clear-cut assignment of constituents in one of the Ecolabel pockets. Therefore, an 
extended pocket analysis was applied by assigning companies into pockets as “green or transition”, 
“transition or diversification” or “potentially everything” (see main report for more details), 
depending on the companies’ share of revenue that could not be assessed. Figure 2 aggregates the 
share of each pocket across the entire sample of 101 UCITS equity funds12. Furthermore, as the level 

of assumptions rises, compared to the EU Taxonomy-alignment test based on reported data, the 
share of “potentially everything” sinks (it decreases from 25.65% in the baseline scenario to 4.74% 
in the MSCI proxy scenario). 

  

 

12 The numbers presented in Figure 2 represent the average composition on fund-level. 



Figure 2 - Allocation of assets’ share in the different pockets across the entire sample 

 

Source: Own elaboration. 

Figure 3 below illustrates the pocket distribution across the entire sample for the baseline scenario 

and underlines the described challenges of applying the EU Taxonomy substantial contribution criteria 
against the backdrop of insufficient disclosure (see grey area – share of non-assessable assets). The 
black rectangle highlights those funds with less than 40% invested in the “diversification” pocket13 – 
i.e. those that would still have the chance to satisfy Draft Criterion I. 

Figure 3 - Draft Criterion I, three-pocket plus non-assessable share across the sample 

 

Source: Own elaboration. 

Evaluating compliance with Draft Criterion 1 across the sample, the obtained results are presented 
in Figure 4. The scenario analysis shows that the share of not assessable revenues, and hence, not 

assessable “green” UCITS equity funds regarding their qualification for the EU Ecolabel (under Draft 

Criterion I) can be reduced but not fully removed. Furthermore, the number of “green” UCITS equity 
funds increases that potentially qualify for the EU Ecolabel (under Draft Criterion I) only marginally 
in absolute terms as compared to the “green” UCITS equity funds that would not qualify. Hence, it 
appears that only a small fraction of “green” UCITS equity funds would eventually qualify 
under the Draft Criterion I. 

 

13 The „diversification“ pocket covers the revenue from activities that are not yet covered by the EU Taxonomy or from activities that are 

not EU Taxonomy aligned. This pocket also includes the percentage of cash held by each fund. 

    



 

 

 

Figure 4 – Number of “Green” UCITS equity funds qualifying for Draft Criterion I 

 

Source: Own elaboration. 

The analysis in this study focuses on substantial contribution to climate change mitigation only. A 
pilot assessment of Do No Significant Harm (DNSH) on one representative “green” UCITS equity fund 
shows that data limitations are even greater for DNSH assessments, which made it difficult to 
estimate the potential effect of DNSH criteria on the study’s findings. The application of the EU 
Taxonomy’s Social Safeguards is outside the scope of this study. It is reasonable to assume that 
additional constraints on potentially EU Taxonomy compliant revenues from DNSH and social 
safeguards could further decrease the share “green” UCITS equity funds qualifying under Draft 

Criterion I. 

Conclusions 

In this study, a first larger scale test of the Draft Criterion I was conducted. The study shows results 
of some initial lessons and challenges related to applying the EU Taxonomy’s substantial contribution 
criteria for climate change mitigation to “green” UCITS equity funds and their constituents. Feedback 

from the industry highlights the importance of the ongoing EU Ecolabel processes to retail business. 

Therefore, any suggestions in this study have been derived with the highest degree of care and are 
built on an extensive analysis. 

From the analysis and the corresponding results above it becomes clear that the principle approach 
in the draft Ecolabel criteria proposed by the responsible European Commission services provides a 
potentially feasible framework for evaluating the environmental performance of equity funds, as far 
as Draft Criterion I is concerned. The results presented above show however that currently due to 
data limitations (in particular limited reporting) and the limited coverage of the EU Taxonomy, the 

evaluation of funds against Draft Criterion I is limited. 28 out of 101 funds are not fully assessable 
based on available data and 70 out of 101 of the funds from the sample are excluded as the latter 
constituents falling into the “diversification” pocket exceed the thresholds set in Draft Criterion I for 
the Ecolabel compliance. Only three funds would qualify, having a sufficiently large share of EU 
Taxonomy aligned activities falling into the green or transition pocket. This number even remains 
unchanged if it is assumed that 11% of the “non-verifiable” share per company was EU Taxonomy 
aligned (and 89% not EU Taxonomy aligned), leading to 98 excluded and 3 qualifying funds. 

It is noteworthy that despite the fact that all funds are marketed as green or even have obtained a 

national ecolabel, it is difficult to evaluate their greenness (at least in the sense of Draft Criterion I) 

based on available ESG data from data providers. If one agrees with the plausibility of the EU 

Taxonomy indicators and thresholds proposed by the TEG and serving as a basis for EU Ecolabel 

Criterion I, the interpretation of this fact would lead to the conclusion that transparency around green 

(labelled and unlabelled) funds can be improved. Another interpretation would be that the indicators 

proposed for the EU Taxonomy and those being used by, for example, (“green”) equity fund 

managers and “green” label providers differ substantially. A third interpretation would be that the 

latter are at least obtained through other means than using data available from the most common 

and established ESG data providers (including the likes of Bloomberg, ISS_ESG, MSCI or 

Refinitiv/Thomson Reuters, etc.). 

 



To make best use of the analysis presented in this report for the further development of the EU 

Ecolabel, it will be important, to take account of a set of key observations: 

As the delegated act on the EU Taxonomy criteria for climate change mitigation will become effective 

in 2022, the data availability challenge will most likely be largely solved due to the corresponding 
disclosure obligation, at least for large and publicly listed companies. Until the required data is being 
disclosed by relevant companies, the identification of EU Taxonomy eligible economic activities via 
different industry classification systems will continue to present the first obstacle. In terms of 
evaluation, the lack of disaggregated company data, such as but not limited to product-specific data 
on energy efficiency equipment, limits a comprehensive evaluation. 

While this challenge could be addressed once EU Taxonomy-specific reporting by companies becomes 

more common (e.g. through mandatory EU-reporting), key limitations still persist. The relevance of 

non-EU companies for EU investors, as shown in the sample of 101 UCITS equity funds, points at the 

limitation of introducing mandatory reporting for EU companies only, as no globally agreed 

sustainable finance taxonomy is to be expected, which could quickly solve this issue. 

Limited coverage and scope of the EU Taxonomy 

The current coverage and scope of the EU Taxonomy also limits its economy-wide applicability. 

Whereas the TEG defined the relevant sectors in descending order of GHG emissions, this does not 
necessarily coincide with the sectoral distribution of UCITS equity funds. Looking at the mapping 
results (see Figure 1), more than 50 % of the revenue-weighted activities are not covered by the EU 
Taxonomy. This implies that by definition 50 % do not count against the green revenue share. This 
can partly be explained by the fact that the focus of this study is on Draft Criterion I and the climate 
mitigation objective in the EU Taxonomy as one out of six EU environmental objectives. Therefore, 
only a limited number of activities can be considered. Climate change adaptation criteria are probably 

more difficult to evaluate, as, opposed to GHG emissions, no comparable well-established market for 
tradeable certificates or their disclosure exists for adaptation. With exceptions like SO2, the same 
holds for the other four objectives ecosystems, water, pollution and circular economy, for which 
specific criteria and indicators are yet to be defined. 

Outlook and suggestions   

The challenges and limitations discussed above underline first of all the need for further work on 

understanding the data and analytical basis from which thresholds for Criterion I can be derived and 
can set at a high level of confidence. This might involve: 

• Applying the EU Taxonomy and the EU Ecolabel Criterion I to further financial products. 

• As the final decisions on the EU Ecolabel Criterion I for equity funds need to be made in the 

absence of EU Taxonomy disclosure by companies, the utilisation of a fully-fledged estimation 

model might help to bridge data gaps (e.g. for GHG emissions or other output variables), 

decreasing the share non-verifiable revenue. 

• Verifying this studies’ data at the individual firm level might help to derive a more accurate 

share of companies’ EU Taxonomy-compliant turnover and thus improve the informative 

value to the development of Criterion I. 

• For a full understanding of potentially qualifying equity funds under the three-pocket logic of 

the Draft Criterion, a further analysis applying the EU Taxonomy criteria for the other five 

EU Environmental Objectives is needed, coincidentally expanding the applicability of the 

taxonomy to sectors not yet covered by the EU Taxonomy. Such work could be closely 

designed along technical discussions at the Platform on Sustainable Finance. 

In the absence of such additional analysis and the conceivable challenge of carrying out this work 
within the proposed timeframe for the EU Ecolabel application to financial instruments, the final 
proposal for the EU Ecolabel (in general) and Criterion I (in particular) might need to leave sufficient 
flexibility regarding the review options, once additional data and analysis becomes available and the 
scope of the EU Taxonomy is expanded. 

Due to the challenges and limitations of the study, it is difficult to derive concrete suggestions for 
the setting of the threshold values in the EU Ecolabel Criterion I. The analysis has shown that only 
few “green” UCITS equity funds would comply with Criterion I given currently available data. 
However, DNSH criteria, social safeguards and other provisions of the draft EU Ecolabel proposal and 
the underlying, corresponding EU Taxonomy proposal was outside the scope of this study. Applying 

additional conditions would change the number of eligible funds only downwards. 



 

 

 

Therefore, a careful approach in determining Criterion I thresholds should be sought. In support of 

setting the threshold values for the final Criterion I for equity funds for the EU Ecolabel for financial 
products with a high level of confidence, further work is most likely necessary to better understand 
the data and the equity fund universe with respect to the potential share of EU Taxonomy compliant 
activities.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

GETTING IN TOUCH WITH THE EU 
In person  

All over the European Union, there are hundreds of Europe Direct information centres. 

You can find the address of the centre nearest you at: https://europa.eu/european-

union/contact/meet-us_en  
 

On the phone or by email 

Europe Direct is a service that answers your questions about the European Union. You 

can contact this service: 

- by Freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls), 

- at the following standard number: +32 2 299 96 96, or 

- by email via: https://europa.eu/european-union/contact_en  

 

FINDING INFORMATION ABOUT THE EU 
Online  

Information about the European Union in all the official languages of the EU is available 

on the Europa website at: https://europa.eu/european-union/index_en 

 

EU publications 

You can download or order free and priced EU publications from: 

https://publications.europa.eu/en/publications.  

 

Multiple copies of free publications may be obtained by contacting Europe Direct or your 

local information centre (see https://europa.eu/european-union/contact/meet-us_en ).  
 

EU law and related documents 

For access to legal information from the EU, including all EU law since 1952 in all the 

official language versions, go to EUR-Lex at: http://eur-lex.europa.eu  

 

Open data from the EU 

The EU Open Data Portal (http://data.europa.eu/euodp/en) provides access to datasets 

from the EU. Data can be downloaded and reused for free, for both commercial and non-

commercial purposes
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