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Asset managers are spending increasing time on
sustainability reporting, driven by demand from investors
for sustainability-related products and growing regulatory
reporting expectations. Our research note examines how
technology can support asset managers in reporting in

a more robust and efficient way, ensuring their time can
be spent innovating products that support end investors’
sustainability goals. Specifically, this research note
reports on a recent field study of Al-driven automation
among asset managers for periodic reporting under SFDR.

Sustainable funds’ interest grows

Investor interest in sustainable funds continues

to grow. In the EU, the market share of Article 8

and Article 9 rose further to more than 60% of the
funds, reaching almost €6 trillion in value by the
second quarter of this year. The Sustainable Finance
Disclosure Regulation (SFDR) has been imposing
tighter standards on asset managers through

more detailed reporting requirements. Financial
market participants located in the EU have had to
comply with SFDR requirements since March 2021.
In January 2023, the technical standards came into
force, requiring firms to disclose more granular data

based on standardized templates for disclosures. The

reporting process for financial products and entities
involves disclosing data using different frameworks
such as the EU Taxonomy, the percentage of
sustainable investment, and the Principal Adverse
Impact indicators (PAls), contained in the SFDR.
More broadly, ESG regulations appear to be
driving the asset allocation decisions of institutional
investors across regions. Recent research (2024) has
shown that around 60% of institutional investors
expected instruments in public markets - especially

green and transition bonds - to benefit from the new

regulations, including SFDR, over the next five years.
The short-term ebb and flow of asset allocations

do not seem to have affected the general direction
of travel. Despite market volatility, sustainable
funds generated better returns than traditional

and exchange-traded funds last year, according

to the IEEFA.

The Morgan Stanley Institute for Sustainable
Investment reports that more than 70% of investors

believe strong ESG practices can lead to higher
returns, with more than half saying they plan to
increase their allocations to sustainable investments
in the next year. In fact, looking to the future, other
recent studies indicate that sustainable assets under
management are set to reach anywhere up to $40

trillion by 2030.

Demand and reporting standards
escalate the complexity

The medium- to long-term positive trend for
sustainable funds, combined with tight reporting
standards designed to eliminate ‘greenwashing), is
putting pressure on asset managers’ analyst workforce.
According to a KPMG survey, financial services
organizations are facing challenges in resourcing

and acquiring sustainability talent. Almost 80% of
respondents said they plan to restructure teams to
better align ESG goals with business strategy, and
73% are or will outsource core sustainability reporting
activities in the next three years.

In short, the growing reporting demand is making
an impact on expert asset management personnel.
Firms, especially small-to-medium asset managers,
want to make their workforce more productive,
focusing their expertise where it will produce the most
value, and reduce their time spent on compliance
processes. Dealing with regulatory reporting manually
reduces the amount of time expert personnel have to
innovate, analyse, enhance client service, and focus on
portfolio decision-making.


https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt8d7c67f2f5f003c1/66a15f8a34fa9a94ac3bd747/SFDR_Article_8_and_Article_9_Funds_Q2_2024.pdf
https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt8d7c67f2f5f003c1/66a15f8a34fa9a94ac3bd747/SFDR_Article_8_and_Article_9_Funds_Q2_2024.pdf
https://www.esma.europa.eu/sites/default/files/2023-09/JC_2023_42_Joint_ESAs_2023_annual_report_Article_18_SFDR.pdf
https://eur-lex.europa.eu/eli/reg_del/2022/1288/oj
https://www.create-research-uk.com/?p=dlreport&t=report&r=60
https://ieefa.org/articles/esg-funds-continue-thrive-and-outperform-traditional-funds-across-equity-and-fixed-income
https://ieefa.org/articles/esg-funds-continue-thrive-and-outperform-traditional-funds-across-equity-and-fixed-income
https://www.morganstanley.com/ideas/sustainable-investing-on-the-rise
https://www.morganstanley.com/ideas/sustainable-investing-on-the-rise
https://www.bloomberg.com/professional/insights/sustainable-finance/esg-aum-set-to-top-40-trillion-by-2030-anchor-capital-markets/
https://www.bloomberg.com/professional/insights/sustainable-finance/esg-aum-set-to-top-40-trillion-by-2030-anchor-capital-markets/
https://kpmg.com/kpmg-us/content/dam/kpmg/pdf/2023/kpmg-organization-survey-2024.pdf

Artificial Intelligence deployed to
automate manual work

The burden of regulatory reporting like
disclosures under SFDR can therefore be
considerable and on the increase. Even though
there should not be a great need for changes in
the annual reporting, as the overall strategy of
the fund does not change drastically over a short
period, it is nevertheless expected that quantified
fields will need updating, with similar qualitative
responses. At the very least, this requires hours
of work to track the changes and complete all

the questions, especially for multiple funds. In an
atmosphere of growing demand for sustainable
funds, many asset managers are looking for ways
to effectively automate such compliance/reporting
tasks so their analysts can focus on more value-
creating activities.

Generative Al (GenAl) is already being
deployed to make this task automation happen.
By acting as an intelligent assistant to the fund
team, Al can reduce the time taken to achieve
this mandatory reporting. The team only needs to
provide the right input to ensure the quality of the
output and do a final review before submission.

GenAl for regulatory reporting,
powered by Clarity Al

Clarity Al has been deploying GenAl in this
manner for regulatory reporting, starting with
SFDR. The company already offers an end-to-end
solution for Article 8 funds periodic disclosures.
Article 8 funds currently represent 55% of assets
under management in the EU, over 11,000 funds.
The results of Clarity Al's analysis are described
in the remainder of this short research note,
along with a calculation of the average time
saved by expert staff.

First we can summarise the capabilities of
the Al-driven automation of periodic reporting.
The GenAl model uses the client's uploaded
periodic report of the previous reporting period,
along with their answers to the questionnaire,
and updates their data relevant to EU Taxonomy,
SFDR PAls, and Sustainable Investment (using
Clarity Al data), to generate answers for the
majority of the sections in the Article 8 periodic
report. GenAl is able to complete these tasks via
unstructured data from any source.

Key tasks performed by GenAl

+ Automatic identification of specific metrics
mentioned in the client's previous period’s
report, researching current value updates
for them, and entering them in the
reporting template.

* Elimination of human error in the research
process, reducing and focusing human time
on review.

+ Conversion of short notes to full sentence
inputs following the proper regulatory tone
(from questionnaire inputs).

Two typical scenarios

@ Update of periodic reports

If the fund’s strategy remains the same,
GenAl uses the previous periodic report as
a reference, and updates the quantifiable
fields with the latest data from Clarity Al's
platform.

Effort: No need to manually update the
data for each report every reporting
period - merely review.

@ Adaptation of periodic reports

In addition to updating the quantitative
fields, if the strategy of the fund changes,
GenAl updates the answers within the report
to reflect the new strategy using the client's
input from the questionnaire.

Effort: No manual effort needed

to rewrite the qualitative sections
and update the data for the current
reporting year - merely review.


https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt8d7c67f2f5f003c1/66a15f8a34fa9a94ac3bd747/SFDR_Article_8_and_Article_9_Funds_Q2_2024.pdf
https://assets.contentstack.io/v3/assets/blt4eb669caa7dc65b2/blt8d7c67f2f5f003c1/66a15f8a34fa9a94ac3bd747/SFDR_Article_8_and_Article_9_Funds_Q2_2024.pdf

How much time is Clarity Al's four-step process for Article 8 funds periodic

being saved? reporting
What, then, is the workflow
efficiency impact gained 0 Choose report type and language

by deploying GenAl to the
task of Article 8 periodic
reporting? Clarity Al
conducted a field analysis in
mid-2024 to understand the
impact of this technology
on their current processes.
In each case, the time to
complete Article 8 periodic
reports was compared
between existing workflow
(not using GenAl) and
new work practices (using
GenAl). While experiences
vary depending on the
automation success rate,
the average time taken to
complete each Article 8
periodic report was reduced
by over 80%. Using this
statistic, asset managers e File upload: Upload a previous periodic report as an input for the
examine their own GenAl models
sustainable fund reporting
activities and calculate
the potential benefits of
applying GenAl capabilities
to their Article 8 reporting,
at the very least.

Watch a full demo of

the Al Reporting —

Our study shows using GenAl frees up
80% of asset managers' time previously
spent on Article 8 periodic reporting.
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https://www.youtube.com/watch?v=bhY-GOvKTqY

Senior Portfolio Manager (€20M in Assets under Management)

“I think every asset manager should use these
techniques. And this is only for Article 8, if we
can use this for all the regulatory reports that
keep coming up, it will only provide more value.”

Further developments are
expected in due course

to bring similar Al-driven
efficiencies to all SFDR
reporting requirements.
Fund managers can use this
new capability as a way to
reduce the manual burden
of regulatory reporting
and dedicate the freed-up
time to focus on expert
personnel time that really
adds value to the firm.

Contact us

Contact our Solutions
team to get a live demo
of Clarity Al's new
reporting capabilities

solutions@clarity.ai

More information =

e Questionnaire: Once the user uploads a previous periodic report for
reference, a short form is required to customise the answers

O content preview: Users can see a preview of the answers generated
before downloading the report


mailto:solutions%40clarity.ai?subject=
mailto:solutions%40clarity.ai?subject=
mailto:solutions%40clarity.ai?subject=
https://clarity.ai/find-clarity-in-decision-making/

About Clarity Al

Clarity Al is the leading sustainability tech company, leveraging advanced technology and Al to provide
data-driven environmental and social insights to investors, corporates, governments, and consumers. Al

has been at the core of Clarity Al's offering from the start, supporting a fully flexible set of data solutions,
insights, analytics capabilities, and tools used for portfolio management, corporate research and engagement,
benchmarking, regulatory reporting, online banking, and e-commerce.

Within the investment sector, Clarity Al serves a direct network of clients managing over $60 trillion in assets
and includes firms like Invesco, Nordea, Lazard Asset Management, and Santander. Our strategic partnerships
with financial institutions such as BlackRock, the London Stock Exchange Group (LSEG), BNP Paribas, Caceis, or
SimCorp, allow thousands of users to access Clarity Al advanced data analytics capabilities through their usual
investment platforms, ensuring a seamless workflow experience. Additionally, our partnerships with platforms
like Diligent, boasting one million users, or Klarna, currently reaching over 150 million online buyers, benefit
corporates and consumers alike. Clarity Al has offices in North America, Europe, and the Middle East.

For more information visit www.clarity.ai
Contact us at: insights@clarity.ai
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