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Introduction 

M&G continues to monitor the evolution of regulatory guidance and market practice relating to the calculation of Principal 

Adverse Indicators (PAIs). During 2025, an updated calculation methodology has been adopted by M&G to align with regulatory 

and industry guidance. 

This will be effective in the M&G European ESG Template (EET) from the end of December 2025. 

This document has been produced to explain the change and the resulting impact on the indicators. Clients may direct any 

questions that are not addressed in this document to their usual client relationship contact. 

Methodology Update 

PAI indicators were previously calculated as the percentage of assets applicable to the relevant asset class (Corporates, 
Sovereigns or Real Estate). These can also be referred to as ‘eligible assets’. 

Prior to December 2025, M&G calculations were: 

a) In some cases based on the ‘Relevant Asset Class’. Taking Carbon Footprint as an example, this means that PAI 2 was 

aggregated to the AUM of the corporates in the fund (because PAI 2 only applies to corporates) - both the indicator 

and the coverage. 

b) In other cases  based on ‘Relevant Asset Class (Normalised)’ which is per the above, but aggregated only to the AUM 

of the corporates in the fund where M&G had collected the relevant data.  

To align with regulatory and industry guidance, PAI calculations (including coverage) have been updated to aggregate to the 

AUM of ‘All Investments’ in the fund or entity, not just to the relevant asset class (exceptions apply – see below). 

PAIs Changing Methodology 

PAIs Previous Approach Approach from Dec 31st 2025 

1,2,4,5,6,7,10,11,14 Relevant Asset Class (Absolute) All Investments 

3,8,9,12,13,15, Relevant Asset Class (Normalised) All Investments 

Optional PAIs  4,1,9,15 Relevant Asset Class (Absolute) All Investments 

 

The effect of this methodology change will be a general reduction of PAI values and coverage values compared to those 

reported previously. 

PAIs Not Changing Methodology 

PAIs Previous Approach Approach from Dec 31st 2025 

16 Unique Country Count (Absolute) No change 

17,18 Relevant Asset Class (Absolute) No change 

 

The same methodology is used to calculate the PAI values in both the EET and the entity report, except that in the entity report*  

the PAI values are aggregated at entity level, and in the EET the PAI values are aggregated at fund level. Please refer to this 

document for additional information on product-level PAI disclosures contained within the EET.  

* The entity report published for the year ending 31 December 2025 will be on the basis of the new methodology included in this document.   

https://www.mandg.com/dam/global/shared/en/documents/mg-eet-guide-02-dec-22.pdf
https://www.mandg.com/dam/global/shared/en/documents/mg-eet-guide-02-dec-22.pdf
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Defining ‘All Investments’  

The original RTS does not define ‘All Investments’, but the European Supervisory Authorities (ESAs) have issued Q&As which 

do define the term as: 

 

 

 

 

 

This definition was further supported by the CSSF who have drawn Financial Market Participants’ (FMPs) attention to these 

Q&As and noted that their own Q&As should be read in conjunction with the ESA Q&As.  

 

Illustration 

The example below shows the 3 different calculation methods referred to in this document, using a simple model portfolio and 

Carbon Footprint as the example.  

  

AUM 
Carbon Footprint 

(Issuer GHG / 
Issuer EVIC) 

Corporate Issuer 1 € 200,000,000 120 

Corporate Issuer 2 € 100,000,000 No Data 

Sovereign Issuer € 50,000,000 N/A 

Cash € 4,000,000 N/A 

  € 354,000,000  

 PAI Indicator Coverage (%) 

Relevant Assets 
(Absolute) 

120 x (200M/300M)=   80  200M / 300M =  67 

Relevant Assets 
(Normalised) 

120 x (200M/200M)=  120  200M / 300M =  67 

All Investments 120 x (200M/ 354M)= 67.8  200M / 354M =  56 

 

 

 

This calculation adheres to the guidance included within the regulations.  

 

 

 

 

 

Eligibility 

There is no change to the way in which eligibility is calculated. As an indicator of the percentage of assets relevant for a 

particular PAI expressed in terms of the entire portfolio, eligibility should be used in conjunction with the PAI indicators to put 

them into perspective. Eligibility for each PAI is reported in the EET.  

 

 

 

https://www.esma.europa.eu/sites/default/files/2023-05/JC_2023_18_-_Consolidated_JC_SFDR_QAs.pdf
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