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Sustainability Regulations – Are We 
There Yet?
If you are a parent, you will be only too familiar with the childish refrain, ‘are we there yet?’ – often repeated 
on any journey, regardless of length. The same may be heard as regards sustainability regulation, which has 
been at the forefront of regulators’ agendas for the last six years or so.

This article looks to answer that question, ‘Are we there yet?’ 

Well, the answer to that specific question is still ‘no’, and to be able to expand on why, we need to root our 
journey back in 2024 and project forwards to 2025 and beyond.

A brief recap – 2024
Not deviating from recent years, 2024 was a busy year 
for environmental, social and governance (ESG) and 
sustainability regulations, voluntary reporting standards, 
and stakeholder policies. 

In addition to numerous significant pending regulations, 
2025 and beyond will see in scope companies preparing for 
initial disclosures under existing regulations, such as (where 
applicable) the California climate statutes and the European 
Union’s Corporate Sustainability Reporting Directive (CSRD).

So, looking ahead, what should firms keep an eye on for 
2025/2026?

ESG rating regulations
European Union
On 7 November 2022, the International Organization of 
Securities Commissions (IOSCO) called upon all voluntary 
standard setting bodies and industry associations operating 
in financial markets to promote good practices among their 
members to counter the risk of greenwashing related to asset 
managers and ESG rating and data providers. 

Further to the IOSCO report, on 27 November 2024, the 
European Union (EU) adopted a new regulation on the 
transparency and integrity of ESG rating activities (new  
ESG rating activities regulation). 

The new rules aim to strengthen the reliability and comparability 
of ESG ratings by improving the transparency and integrity  
of the operations that ESG ratings providers carry out and  
by preventing potential conflicts of interest.

ESG rating providers established in the EU will need to be 
authorised and supervised by the European Securities and 
Markets Authority (ESMA), and they will have to comply with 
transparency requirements. Particularly with regards to their 
methodology and sources of information. 

ESG rating providers established outside the EU that wish 
to operate in the EU, will need to obtain an endorsement of 
their ESG ratings by an EU authorised ESG rating provider, a 
recognition based on a quantitative criterion or be included 
in the EU registry of ESG rating providers, based on an 
equivalence decision.

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD717.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32024R3005&qid=1741684934745
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Specific terms provided for in the ESG Rating Regulation
•	 An ESG rating: “an opinion or a score, or a combination 

of both, regarding a rated item’s profile or characteristics 
with regard to environmental, social and human rights, or 
governance factors, or regarding a rated item’s exposure to 
risks or impact on environmental, social and human rights, 
or governance factors, that is based on both an established 
methodology and a defined ranking system of rating categories, 
irrespective of whether such ESG rating is labelled as ‘ESG 
rating’, ‘ESG opinion’ or ‘ESG score’ ”.

•	 An ESG rating provider: “a legal person whose activities include 
the issuance, and the publication or distribution, of ESG ratings 
on a professional basis”.

•	 A regulated financial undertaking in the Union, which includes, 
among others: AIFMs, UCITS management companies, credit 
institutions, insurance, and reinsurance undertakings.

So, despite appearing at first 
glance to fall outside the scope of 
the obligations applicable to ESG 
rating providers, where a regulated 
financial undertaking in the EU 
discloses an ESG rating that fits 
the above description to third 
parties as part of its marketing 
communications, it will still have 
to comply with some disclosure 
obligations and include specific 
information on its website.

Amanda Hale, Head of Regulatory Services,  
Global Trustee & Fiduciary, Citi.

For full details refer to point 1 of Annex III in the new ESG rating 
activities regulation. 

The marketing communications in question, whether a website 
page, article, presentation slide deck or other, will also need to 
include a link to those website disclosures.

To avoid any duplication of disclosures, those issuers which 
publish the required information pursuant to this new Article 
13(3) of the SFDR are not required to do the exercise again for 
the purpose of the same obligation under the new ESG rating 
activities regulation.

The new ESG rating activities regulation was published in the 
EU Official Journal on 12 December 2024, entering into force  
20 days following that. It will apply from 2 July 2026. 

By 2 October 2025, ESMA is required to submit draft Regulatory 
Technical Standards (RTS) to the European Commission for 
review, which are expected to provide clearer indications on how 
the information prescribed by point 1 of Annex III will need to  
be disclosed.

A subject of debate
The regulation applies to ESG rating providers which operate in 
the EU and, more specifically: 

•	 ESG rating providers established in the EU:

	– When they issue and publish their ESG ratings on their 
website or through other means; or 

	– When they issue and distribute their ESG ratings by 
subscription or other contractual relationships to regulated 
financial undertakings in the Union, to undertakings that fall 
within the scope of the Accounting Directive 2013/34/EU, to 
undertakings that fall within the scope of the Transparency 
Directive 2004/109/EC, or to Union institutions, bodies, 
offices and agencies or Member State public authorities. 

•	 ESG rating providers established outside the EU: 

	– When they issue and publish their ESG ratings on their 
website or through other means; and 

	– When they issue and distribute their ESG ratings by 
subscription or other contractual relationships to regulated 
financial undertakings in the EU, to undertakings that 
fall within the scope of the Accounting Directive, to 
undertakings that fall within the scope of the Transparency 
Directive, or to EU institutions, bodies, offices and 
agencies or Member State public authorities. 

The regulation leaves certain undertakings and activities out  
of the Regulation’s scope, including, but not limited to:

•	 ESG ratings issued by regulated financial undertakings in 
the EU and incorporated into products or services already 
regulated under EU law (e.g. SFDR, UCITS, AIFMD) and 
disclosed to third parties.

•	 Private ESG ratings not intended for public disclosure  
or distribution.

•	 ESG ratings issued by regulated financial undertakings in 
the EU for internal purposes or in-house/intragroup financial 
services or products.

•	 Mandatory disclosures pursuant to Articles 6, 8, 9, 10, 11 and 
13 of the SFDR.

•	 Disclosures pursuant to Articles 5, 6 and 8 of the EU 
Taxonomy Regulation.

•	 Article 2(2)(e) exclusion related to ESG data. Given the IOSCO 
recommendations related to regulation of both ESG data and 
ratings - there was industry debate as to whether regulation 
of ESG data is needed due to ongoing adoption of CSRD 
and International Sustainability Standards Board (ISSB) 
(Standards) for example. 

Whilst some voluntary codes of conduct today catch both 
ratings and data providers/products (like the UK Voluntary 
CoC), the EU took the position of excluding ESG data reviewing 
that position by mid-2029 (Art 52(2)(c)). 

But that’s not the end of the story for asset managers because...

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013L0034
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32004L0109v
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32004L0109v
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32019R2088
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32009L0065
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32011L0061
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0852
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0852
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD717.pdf
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD717.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32022L2464
https://www.ifrs.org/news-and-events/news/2023/06/issb-issues-ifrs-s1-ifrs-s2/
https://www.icmagroup.org/sustainable-finance/icma-and-other-sustainable-finance-initiatives/code-of-conduct-for-esg-ratings-and-data-products-providers-2
https://www.icmagroup.org/sustainable-finance/icma-and-other-sustainable-finance-initiatives/code-of-conduct-for-esg-ratings-and-data-products-providers-2
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UK 
In line with the EU’s ESG rating activities regulation, and 
IOSCO’s recommendations, new UK rules are expected to 
increase transparency and the coherence of ratings.

On 14 November 2024, the UK government published draft 
legislation to regulate ESG ratings providers, (draft SI) which 
requires rating providers to obtain authorisation from the UK 
Financial Conduct Authority (FCA) and comply with a new 
regulatory regime.

The new UK regime is intended to capture:

1.	 Both general ESG ratings products such as aggregate ESG 
ratings on corporate entities and funds and specific ones 
such as biodiversity or controversy scores.

2.	 A rating that is likely to be used to influence portfolio 
construction and asset allocation (but not in circumstances 
where the ESG rating provider could not reasonably have 
expected the rating to influence a decision to make a 
specified investment). 

3.	 A pre-initial public offering rating - since these ratings can 
be reasonably expected to be likely to influence an investors 
decision to make a specified investment.

The draft SI currently includes certain exclusions including:

•	 Intra-Group exclusion: There is an exclusion for ESG ratings 
produced for the sole use of the firm and/or other entities 
within the same group. But this exclusion only applies if the 
ESG ratings provider reasonably expects that the rating will 
not be made available to a third party outside the group.  
This will require controls around the use and distribution  
of such ratings.

•	 Bespoke/private ratings exclusion: This exclusion applies 
if an entity solicits an ESG rating of itself from an external 
ESG ratings provider and that rating is provided only to the 
soliciting party and/or a member of its group. As is the case 
for the intra-group exclusion, this exclusion will only apply 
if the ESG rating provider reasonably expects that the rating 
will not be made available to a third party outside the group 
of the soliciting firm.

•	 Ancillary non-commercial provision exclusion: This 
exclusion is intended to apply to ESG ratings produced as 
an integral part of journalistic, academic, or UK-registered 
charitable activity. However, the exclusion will not apply 
if the rating is provided on a business relationship basis 
separate to the person’s activities as a journalist, an 
academic, or a charity.

•	 Public authorities’ exclusion: This exclusion applies 
to public authorities, central banks, and international 
organisations.

•	 The regulated products and services exclusion: This 
exclusion is intended to exclude firms from the requirement 
to be authorised to provide ESG ratings where they create an 
ESG rating as part of the development and delivery of another 
regulated activity for which they are authorised provided that 
the ESG ratings are not provided as a standalone product or 
service. This exclusion is intended to apply to any product or 
service that is regulated by the FCA (e.g., funds, benchmarks, 
and credit ratings). However, it is important to note that even 
if a firm is not required to apply for a new permission, they 
may still need to comply with new FCA conduct of business 
rules relating to the provision of ESG ratings. 

Further exclusions may be included prior to the draft SI being 
finalised including for ESG ratings that are provided as part of 
proxy advisory services, as opposed to a standalone product  
or service.

The UK government accepted technical comments on the draft 
SI until 14 January 2025. These comments will be considered in 
the final draft SI to be laid before both houses of parliament. 

Once the legislation is finalised the FCA will publish its draft rules  
for consultation. Firms who incorporate ESG ratings into their 
products or services are encouraged to review and engage with 
the consultation which the FCA expects to publish during 2025. 

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD690.pdf
https://www.gov.uk/government/consultations/future-regulatory-regime-for-environmental-social-and-governance-esg-ratings-providers
https://www.gov.uk/government/consultations/future-regulatory-regime-for-environmental-social-and-governance-esg-ratings-providers
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European Green Bonds Regulation
On 14 February 2025, ESMA published its final report on 
technical standards on the European Green Bonds Regulation. 
ESMA has now submitted the draft regulatory and technical 
implementing standards to the European Commission for 
adoption, which will be subject to non-objection by the 
European Parliament and Council.

Sustainability reporting – continuing global adoption
Sustainability reporting remains a focus for 2025/2026, with 
key headlines including:

Mandatory sustainability disclosures
These are becoming the global norm with broad convergence 
around two major frameworks – the ISSB’s standards (IFRS 
S1 and S2) and the EU’s CSRD and accompanying European 
Sustainability Reporting Standards (ESRS).

A publication from the International Financial Reporting 
Standards (IFRS) Foundation on 12 November 2024 reported 
that 30 jurisdictions representing more than 40% of global 
market capitalisation have already decided to use or are 
taking steps to introduce ISSB standards into their regulatory 
frameworks, with many countries seeking full alignment. 

The City of London’s International Regulatory Strategy Group 
published a Roadmap for the Adoption of ISSB Standards on  
13 March 2025. 

The report sets out several key recommendations for the 
effective adoption of ISSB Standards by jurisdictions 
worldwide, aiming to prevent major jurisdictional divergence 
and ensure a coherent global implementation strategy to 
support the successful adoption of ISSB Standards. The 
recommendations include the need for clear alignment of local 
standards with ISSB requirements to minimise fragmentation, 
the implementation of a clear regulatory timetable and the 
introduction of appropriate liability protections to encourage 
transparent and decision-useful disclosures. 

The international ESG reporting landscape is currently a 
patchwork of upcoming mandatory and voluntary disclosures, 
with jurisdictions taking different approaches to the phase-in 
(often grace periods for Scope 3 emissions disclosures) and 
scope of obligations.

On 13 November 2024, the European Commission (EC) 
adopted a set of FAQs to further support companies with the 
implementation of the CSRD. Other publications include ESMA 
Final Report on the Guidelines on Enforcement of Sustainability 
Information and public statement on the first application of the 
ESRS, which highlight key areas of focus for companies when 
preparing sustainability reports – in particular, the need for 
robust governance arrangements and internal controls.

The European Financial Reporting Advisory Group (EFRAG) 
also published non-binding implementation guidance on 
materiality assessments, value chains and data points, as 
well as ISSB interoperability guidance and early drafts of its 
climate transition plan guidance. Rolling updates to EFRAG’s 
Q&As on the ESRS continue to be published, including a 
mapping of sustainability matters against ESRS disclosures. 
On 10 September 2024, EFRAG endorsed the United Nations’ 
Sustainable Development Performance Indicators as a robust 
tool for measuring ESG factors in accordance with the CSRD.

Internationally, other key developments include:

Australia: Australia’s Treasury Laws Amendment (Financial 
Market Infrastructure and Other Measures) Act 2024 which 
introduced climate-related disclosures aligned with the ISSB for 
certain large companies. Effective from 18 September 2024, the 
requirements started to apply to the largest companies from  
1 January 2025, with the first sustainability reports due in 2026. 

Mexico: New Mexican sustainability standards, which apply 
to certain private companies, including subsidiaries of foreign 
multinationals, from financial years starting on or after 1 
January 2025.

Canada: The Canadian Sustainability Standards Board 
published the Canadian Sustainability Disclosure Standards 
(CSDS) on 18 December 2024. While largely aligned with the 
ISSB standards, the CSDS extend certain transition reliefs 
giving companies extra time to prepare disclosures, such as 
those on Scope 3 GHG emissions. 

China: On 17 December 2024, China also released a trial version 
of the “Sustainability Disclosure Standards for Enterprises – 
Basic Standards,” with accompanying Q&As suggesting that 
these standards will be finalised by 2027, and that China intends 
to expand sustainability reporting from listed companies to 
private companies. 

Singapore: Additionally, companies in Singapore are still waiting 
on anticipated amendments that will introduce sustainability 
reporting for private companies, with drafts now expected in  
Q1 2025.

Annual climate-related disclosures will first have to include 
Scope 1 and 2 GHG emissions. Listed issuers will have to 
disclose their Scope 3 GHG emissions from FY2026 and 
conduct external limited assurance on Scope 1 and 2 GHG 
emissions from FY2027, while large private companies have 
until FY2029 to meet both requirements.

United Kingdom: The UK government has reiterated its ambition 
to adopt UK Sustainability Reporting Standards (UK SRS) based 
closely on the ISSB standards. The UK government aims to 
consult on the exposure drafts in Q1 2025. To date, only minor 
amendments to the ISSB standards have been proposed by the 
UK’s Technical Advisory Committee in its recommendations to 
the UK government. Once endorsed and subject to consultation, 
the FCA is expected to introduce requirements for UK-listed 
companies to report sustainability-related information to their 
investors. The UK government also is considering mandatory 
sustainability reporting for “economically significant companies.” 
Depending on the outcomes of these processes, the UK SRS  
could be effective for accounting periods beginning on or after  
1 January 2026. The FCA also recently completed a consultation on 
proposals for new prospectus rules that govern public offers and 
admissions to trading. As proposed, the new rules would require, 
where necessary, additional disclosures on climate-related risks  
and opportunities. The FCA plans to finalise the new rules by 
mid-2025, after which the rules will come into force following  
a transition period.

https://www.esma.europa.eu/sites/default/files/2025-02/ESMA84-858037815-195_Final_Report_on_Technical_Standards_under_EuGB.pdf
https://finance.ec.europa.eu/news/commission-adopts-european-sustainability-reporting-standards-2023-07-31_en
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/issb-standards/progress-climate-related-disclosures-2024.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/issb-standards/progress-climate-related-disclosures-2024.pdf
https://irsg.co.uk/publications/irsg-report-harmonising-sustainability-disclosures-a-roadmap-for-the-adoption-of-issb-standards/
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ%3AC_202406792
https://www.esma.europa.eu/sites/default/files/2024-07/ESMA32-992851010-1600_Final_Report_on_Guidelines_on_Enforcement_of_Sustainability_Information_GLESI.pdf
https://www.esma.europa.eu/sites/default/files/2024-07/ESMA32-992851010-1600_Final_Report_on_Guidelines_on_Enforcement_of_Sustainability_Information_GLESI.pdf
https://www.esma.europa.eu/sites/default/files/2024-07/ESMA32-992851010-1597_-_ESRS_Statement.pdf
https://www.esma.europa.eu/sites/default/files/2024-07/ESMA32-992851010-1597_-_ESRS_Statement.pdf
https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/IG 1 Materiality Assessment_final.pdf
https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/EFRAG IG 2 Value Chain_final.pdf
https://www.efrag.org/sites/default/files/sites/webpublishing/SiteAssets/EFRAG IG 3 List of ESRS Data Points - Explanatory Note.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/issb-standards/esrs-issb-standards-interoperability-guidance.pdf
https://www.efrag.org/system/files/sites/webpublishing/Meeting Documents/2410151235139050/04-02 - Transition Plan IG V1.7.5.pdf
https://www.efrag.org/sites/default/files/media/document/2024-12/Question ID 177 - Mapping of sustainability matters to topical disclosures %28Q%26A ID 177%29 2.pdf
https://sdpi.unrisd.org/wp-content/uploads/2024/09/20240910_PR_Reference_SDPI_ESRS_-1.pdf
https://sdpi.unrisd.org/wp-content/uploads/2024/09/20240910_PR_Reference_SDPI_ESRS_-1.pdf
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r7176
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r7176
https://www.cinif.org.mx/info_libro2024.php
https://www.frascanada.ca/en/cssb/news-listings/csds1_csds2_launch
https://english.www.gov.cn/news/202405/28/content_WS6655152bc6d0868f4e8e78b8.html
https://english.www.gov.cn/news/202405/28/content_WS6655152bc6d0868f4e8e78b8.html
https://www.sgxgroup.com/media-centre/20230706-singapores-sustainability-reporting-advisory-committee-recommends
https://www.gov.uk/guidance/uk-sustainability-reporting-standards#full-publication-update-history
https://www.gov.uk/guidance/uk-sustainability-reporting-standards#full-publication-update-history
https://www.frc.org.uk/news-and-events/news/2024/12/uk-sustainability-tac-issues-final-recommendations/
https://www.frc.org.uk/news-and-events/news/2024/12/uk-sustainability-tac-issues-final-recommendations/
https://www.fca.org.uk/publication/consultation/cp24-12.pdf
https://www.fca.org.uk/publication/consultation/cp24-12.pdf
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Switzerland: Recent proposals appear more ambitious. 
On 6 December 2024, the Swiss government launched a 
consultation on amendments to the Climate Disclosure 
Ordinance (open until 21 March 2025). Under the proposal, 
certain companies would be required to disclose 2050-aligned, 
net-zero transition plans. The proposal also permits companies 
to satisfy their climate-reporting obligations where they 
are already reporting in compliance with an internationally 
recognized standard, such as the ISSB standards or the ESRS.

Japan: By way of implementing the ISSB Standards, the 
Sustainability Standards Board of Japan announced on 
5 March 2025 the issuance of its inaugural sustainability 
disclosure standards, comprising the following three 
Sustainability Disclosure Standards, which were approved  
for issuance at the 49th Board Meeting on February 19, 2025:

1.	 Universal Sustainability Disclosure Standard - Application 
of the Sustainability Disclosure Standards;  

2.	 Theme-based Sustainability Disclosure Standard No. 1 
General Disclosures; and  

3.	 Theme-based Sustainability Disclosure Standard No. 2 
Climate-related Disclosures.

Increasing investor expectations that companies’ financial 
and non-financial reporting reflect climate risks
Meeting a growing global demand for more detailed and 
globally comparable climate reporting, the IFRS published 
implementation guidance for companies: Voluntarily applying 
ISSB Standards – A guide for preparers (published on 25 
September 2024) and a guide to help companies identify 
material sustainability-related risks and opportunities 
(published on 19 November 2024). Further responsive to 
investor concerns about insufficient or inconsistent climate 
data in company financial statements, on 31 July 2024, the 
International Accounting Standards Board, in collaboration 
with ISSB, published draft illustrations of how companies 
should report on the effects of climate-related and other 
uncertainties in their financial statements.

SFDR: review and enforcement anticipated in 2025
According to ESMA’s 2025 Annual Work Programme, in 2025, it 
will be focusing on the implementation of the EU’s sustainable 
finance frameworks, combating greenwashing, and promoting 
transparency in sustainable investments. 

In addition, the European Supervisory Authorities’ opinion 
published in June 2024, and ESMA’s opinion published in July 
2024, recommended the European Commission amend the 
current Sustainable Finance Disclosure Regulation (SFDR) to 
reduce greenwashing risks. 

Proposed changes included a requirement that all financial 
products disclose some minimum basic sustainability information, 
and that the EU taxonomy should become the sole reference point 
for the assessment of sustainability – meaning managers may be 
required to apply a more science-based, as opposed to principle-
based, measurement for an investment to qualify as sustainable. 

In the meantime, the updated FAQs published in July 2024  
on the practical application of the SFDR, guidelines on ESG 
funds’ names and related Q&As published 13 December 2024, 
and FAQs on the application of the EU taxonomy published  
29 November 2024, should provide some clarity to investors 
and companies in scope.

Whilst on 17 December 2024, the Platform on Sustainable Finance 
(the Platform) – an advisory body to the EC  – published a briefing 
note for the EC outlining its proposal for a new categorisation 
system for sustainable finance products under the SFDR.  

ESMA Guidelines on investment funds using ESG 
or sustainability-related terms in their names
ESMA published its final report containing guidelines for 
investment funds using ESG or sustainability-related terms  
in their names (the Guidelines) on 14 May 2024.

The purpose of the Guidelines is to ensure that investors are 
protected against unsubstantiated or exaggerated sustainability 
claims in fund names, and to provide asset managers with clear 
and measurable criteria to assess their ability to use ESG or 
sustainability-related terms in fund names.

The Guidelines started applying on 21 November 2024, and 
new funds created on or after that date are expected to apply 
these Guidelines from launch. For funds existing before the 
Application Date, there is an additional six-month transition 
period, ending on 21 May 2025. 

UK SDR
On 1 November 2024 the FCA updated its sustainability disclosure 
and labelling regime webpage to include a set of pre-contractual 
disclosure examples relating to the Sustainability Disclosure 
Requirements (SDR) and investment labels regime.

The SDR and investment labels regime entered into force on  
2 December 2024 and firms have been able to use investment 
labels since 31 July 2024. 

The FCA’s latest publication includes illustrative examples 
and approaches across a selection of labels to showcase how 
applicants can meet the disclosure requirements to qualify for 
a label. The examples are non-exhaustive but are intended to 
aid applicants as they prepare their documentation.

https://www.admin.ch/gov/en/start/documentation/media-releases/media-releases-federal-council.msg-id-103451.html
https://www.admin.ch/gov/en/start/documentation/media-releases/media-releases-federal-council.msg-id-103451.html
https://www.ssb-j.jp/jp/wp-content/uploads/sites/7/news_release_20250305_e.pdf
https://www.ifrs.org/ifrs-sustainability-disclosure-standards-around-the-world/voluntarily-applying-issb-standards/
https://www.ifrs.org/ifrs-sustainability-disclosure-standards-around-the-world/voluntarily-applying-issb-standards/
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/issb-standards/issb-materiality-education-material.pdf
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/issb-standards/issb-materiality-education-material.pdf
https://www.ifrs.org/news-and-events/news/2024/07/iasb-improve-reporting-climate-related-other-uncertainties-fs/
https://www.ifrs.org/news-and-events/news/2024/07/iasb-improve-reporting-climate-related-other-uncertainties-fs/
https://www.esma.europa.eu/sites/default/files/2024-10/ESMA22-50751485-1488_Annual_Work_Programme_2025.pdf
https://www.esma.europa.eu/sites/default/files/2024-06/JC_2024_06_Joint_ESAs_Opinion_on_SFDR.pdf
https://www.esma.europa.eu/sites/default/files/2024-07/ESMA36-1079078717-2587_Opinion_on_the_functioning_of_the_Sustainable_Finance_Framework.pdf
https://www.esma.europa.eu/sites/default/files/2023-05/JC_2023_18_-_Consolidated_JC_SFDR_QAs.pdf
https://www.esma.europa.eu/sites/default/files/2024-08/ESMA34-1592494965-657_Guidelines_on_funds_names_using_ESG_or_sustainability_related_terms.pdf
https://www.esma.europa.eu/sites/default/files/2024-08/ESMA34-1592494965-657_Guidelines_on_funds_names_using_ESG_or_sustainability_related_terms.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-puts-forward-qas-application-guidelines-funds-names
https://finance.ec.europa.eu/document/download/b799db63-a034-4023-9f77-3e9a69be4de9_en?filename=241129-draft-commission-notice-eu-taxonomy-delegated-acts_en.pdf
https://finance.ec.europa.eu/document/download/8a3d0e56-4453-459b-b826-101b1067290f_en?filename=241217-sustainable-finance-platform-proposal-categorisation-products_en.pdf
https://finance.ec.europa.eu/document/download/8a3d0e56-4453-459b-b826-101b1067290f_en?filename=241217-sustainable-finance-platform-proposal-categorisation-products_en.pdf
https://www.esma.europa.eu/document/guidelines-funds-names-using-esg-or-sustainability-related-terms
https://urldefense.com/v3/__https:/www.fca.org.uk/firms/climate-change-and-sustainable-finance/sustainability-disclosure-and-labelling-regime__;!!Jkho33Y!lb73-pNBRxwYJquDhhihcqMWn0EOaIHd5_euVcmhTWnpV7_EZm3W-iRoWwt4_4HH6ddxBFvx9i08Vusj51Vrn068VyfXOtVb$
https://urldefense.com/v3/__https:/www.fca.org.uk/publication/good-and-poor-practice/sdr-investment-labels-pre-contractual-disclosure-examples.pdf__;!!Jkho33Y!lb73-pNBRxwYJquDhhihcqMWn0EOaIHd5_euVcmhTWnpV7_EZm3W-iRoWwt4_4HH6ddxBFvx9i08Vusj51Vrn068V-Ova_gW$
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Then on 14 January 2025 the Investment Association (IA) shared 
the final response to the FCA on corrections and clarificatory 
amendments to the SDR as part of the December Quarterly 
Consultation Paper (QCP) CP 24/26.

The response focuses on Chapter 2, which addresses 
corrections and clarificatory amendments to the SDR. In terms 
of further details to be shared, the FCA is still to decide whether 
to apply the SDR requirements to overseas funds and portfolio 
managers. In a recent development, the UK FCA announced a 
further delay to its publication of final rules on applying SDR 
to portfolio management, and have not specified any specific 
date for their publication.

In terms of fund management industry developments, the IA 
has published two recent updates explaining that it will start 
to flag funds adopting SDR labels in the IA Sectors from 2 April 
2025 and also published results of a survey on investor and 
adviser awareness, understanding and expectations of SDR.

Also worth noting is the publication on 26 February 2025 of the 
FCA’s portfolio letter in which it outlines that it will engage with 
firms to understand how they are implementing the labelling, 
naming and marketing rules. 

The FCA continues to issue periodic updates on its SDR 
rules, the latest being on 11 March 2025, where it released a 
statement regarding its position on sustainability regulations 
and UK defence. The statement emphasises that the FCA’s 
sustainability finance rules do not require financial institutions 
to treat defence companies differently because they are in the 
defence sector.

The FCA has also stated that its rules are separate to financial 
institutions’ own policies relating to the type of businesses 
they wish to support and the associated risk. 

Taxonomies 
On 14 November 2024, the International Platform on 
Sustainable Finance published a Multi-Jurisdiction Common 
Ground Taxonomy, setting out a comparison of sustainable 
taxonomies in the EU, China and Singapore to further 
interoperability efforts among domestic green taxonomies 
and enabling market participants to assess what could be 
considered “green” in each of the three jurisdictions. 

Many major economies have introduced green taxonomies 
in recent years, including the EU, Japan, Russia, Singapore, 
China, and Canada.

Also on 14 November 2024, the UK launched a consultation 
on the development of its own green taxonomy (closing 
in February 2025), noting interoperability as a particularly 
important factor for any future requirements.

The UK Government has made a binding commitment to 
achieve net zero emissions by 2050. For the UK to reach this 
climate change goal, it is estimated that the UK will need to 
invest an additional £50 billion into the energy transition every 
year into the 2030s.

According to the updated UK’s Green Finance Strategy, the 
“global transition to a resilient, nature-positive, net zero 
economy will see trillions of pounds reallocated and invested 
into new technologies, services and infrastructure.” The 
Strategy highlights that there are huge opportunities for 
the UK’s financial and professional services industry in this 
transition. “From venture capital supporting climate and nature 
tech solutions, to banks funding major renewables projects,” 
HM Treasury wants the UK financial services sector to drive 
every step of the global transition. 

The aim of the UK Green Taxonomy is to help facilitate 
this mobilisation of private capital by contributing to the 
channelling of capital towards sustainable investments while 
also promoting market integrity and preventing greenwashing.

The UK Government was requesting feedback from market 
participants on the value of a UK Taxonomy in channelling 
capital flows and preventing greenwashing, as well as 
procedural aspects of a green taxonomy, namely the appropriate 
use cases for a UK Green Taxonomy, and the design and 
implementation of a UK Green Taxonomy. Asset management 
industry feedback suggests, amongst other things, that whilst 
investment managers can articulate a potential use case for the 
taxonomy, that industry as a whole does not regard it as likely 
to be distinctly valuable in achieving the current Government’s 
aims. Sell side industry groups responded similarly that a UK 
Taxonomy would not add sufficient value in achieving the 
Government’s objectives, although a minority dissented.

https://www.theia.org/sites/default/files/2025-01/FINAL - IA response to SDR amendments CP 24-26 CLEAN.pdf
https://www.fca.org.uk/publication/consultation/cp24-26.pdf
https://www.fca.org.uk/publication/consultation/cp24-26.pdf
https://www.fca.org.uk/publications/consultation-papers/cp24-8-extending-sdr-regime-portfolio-management
https://www.theia.org/industry-policy/circulars/032-25
https://www.theia.org/sites/default/files/2025-02/SDR investor and adviser awareness%2C understanding and expectations 2025.pdf
https://www.fca.org.uk/publication/correspondence/asset-management-alternatives-portfolio-letter-2025.pdf
https://www.fca.org.uk/news/statements/our-position-sustainability-regulations-and-uk-defence
https://finance.ec.europa.eu/document/download/e83394d0-daf1-487e-b1bf-922731767a10_en?filename=241113-common-ground-taxonomy-multi-jurisdiction-activity-tables_en.pdf
https://finance.ec.europa.eu/document/download/e83394d0-daf1-487e-b1bf-922731767a10_en?filename=241113-common-ground-taxonomy-multi-jurisdiction-activity-tables_en.pdf
https://www.gov.uk/government/consultations/uk-green-taxonomy
https://assets.publishing.service.gov.uk/media/643583fb877741001368d815/mobilising-green-investment-2023-green-finance-strategy.pdf
https://www.theia.org/industry-policy/circulars/048-25
https://www.afme.eu/Portals/0/DispatchFeaturedImages/AFME response UK Green Taxonomy Consultation.pdf
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However, it is worth noting that other industry views may vary 
in this regard.

The EU Taxonomy has been established for some time now, 
but in February 2025, the Platform on Sustainable Finance 
published a report setting out its recommendations to simplify 
reporting. These consisted of four core proposals: 1) more 
than one-third reduction in corporate reporting burden; 2) 
a simplified green asset ratio that encourages green and 
transition lending; 3) a practical approach to ‘do no significant 
harm’ criteria; and 4) helping SMEs access sustainable finance.

In late 2024, Brazil published a draft  of the country’s proposed 
sustainable taxonomy framework (the Taxonomy), which 
the country aims to make mandatory in some instances by 
2026. Similar frameworks have been published by other 
jurisdictions, including Colombia, the EU, and Mexico. The 
aim of these frameworks is to establish clear guidelines on 
what is considered “sustainable,” simultaneously combating 
greenwashing and supporting sustainable capital formation.

Is simplification the order of the day for the EU in 
2025? 
The proposed “omnibus” package (CSRD, CSDDD and EU 
Taxonomy) 
The EU’s focus for 2025 has been established by the drive from 
Ursula von der Leyen, President of the European Commission, 
to simplify and reduce the burden of the EU’s Sustainability 
Reporting and Due Diligence rules. President von der Leyen 
highlighted in advance that the EU Taxonomy, the CSRD, and 
Corporate Sustainability Due Diligence Directive (CSDDD) 
would all be simplified by the Commission’s Omnibus Initiative, 
but the overall objectives would not be compromised, as the 
EU is seeking to strike a balance between maintaining high 
ESG and sustainability standards and ensuring economic 
competitiveness.

Any shift toward simplification is partly driven by concerns over 
the economic impact of stringent regulations on businesses, 
particularly small- and medium-sized enterprises, and reflects 
the Draghi report on the future of European competitiveness. 
EFAMA has also said that any omnibus package must include 
SFDR, which regulates how financial market participants, such 
as asset managers, and financial advisers must communicate 
sustainability information to investors. It should be noted 
however, that the subsequent publication of the Omnibus 
package have not included any proposed changes to the SFDR 
at this stage. 

EFAMA is also reported as seeking confirmation that asset 
management companies are not required to include clients’ 
assets as part of their own CSRD reporting.

Details of the omnibus package were provided on 26 February 
2025 when the EC adopted the first two omnibus proposals 
intended to simplify EU rules and boost competitiveness and 
unlock additional investment capacity.

In particular, the first omnibus package includes:

•	 A proposal for a Directive amending the CSRD and the CSDDD;

•	 A proposal for a Directive which postpones the application 
of all reporting requirements in the CSRD for companies that 
are due to report in 2026 and 2027 (wave 2 and 3 companies) 
and which postpones the transposition deadline and the first 
wave of application of the CSDDD by one year to 2028;

•	 A draft Delegated Act amending the Taxonomy Disclosures 
and the Taxonomy Climate and Environmental Delegated 
Acts subject to public consultation;

•	 A proposal for a Regulation amending the Carbon Border 
Adjustment Mechanism (CBAM) Regulation; and

•	 A proposal for a Regulation amending the InvestEu Regulation.

Next Steps
The legislative proposals will now be submitted to the 
European Parliament and the Council for their consideration 
and adoption. 

The changes on the CSRD, CSDDD, and CBAM will enter into 
force once the co-legislators have reached an agreement on the 
proposals and after publication in the EU Official Journal (after 
which time, the changes will require transposition into Member 
State law). 

The Commission has called on the Parliament and Council 
to treat this package with priority, in particular the proposed 
directive postponing certain disclosure requirements under  
the CSRD and the transposition deadline under CSDDD,  
‘stop-the-clock’, as it is intended to address key concerns 
identified by stakeholders. 

Current information is that 
the European Parliament has 
responded positively, scheduling 
a Plenary vote to enter into the 
urgent procedure for the stop-
the-clock proposal on April 1, 
during the next Plenary session 
in Strasbourg. This vote is not on 
the proposal itself but on whether 
to undertake it with an Urgent 
Procedure, which would mean that 
the proposal would get priority 
over other items.

Ilan Jacobs, Managing Director,  
Government Affairs, Citibank.

The draft Delegated Act amending the current Delegated 
Acts under the Taxonomy Regulation will be adopted after 
public feedback, which was due by 26 March 2025. It will 
apply at the end of the scrutiny period by the European 
Parliament and the Council.

Reporting
ESMA has announced that it will be supporting the European 
Commission’s objective to simplify and reduce the reporting 
burden in the financial sector. ESMA will look across its 
entire remit, focusing on various areas, including digitalising 
sustainability and financial disclosures. 

https://finance.ec.europa.eu/publications/platform-sustainable-finance-report-simplifying-eu-taxonomy-foster-sustainable-finance_en
https://www.gov.br/participamaisbrasil/taxonomia-sustentavel-brasilieira
https://commission.europa.eu/business-economy-euro/doing-business-eu/sustainability-due-diligence-responsible-business/corporate-sustainability-due-diligence_en
https://commission.europa.eu/topics/strengthening-european-competitiveness/eu-competitiveness-looking-ahead_en
https://www.efama.org/newsroom/news/asset-managers-need-corporate-sustainability-data-guide-their-sustainable-investing
https://www.efama.org/newsroom/news/asset-managers-need-corporate-sustainability-data-guide-their-sustainable-investing
https://commission.europa.eu/news/commission-proposes-cut-red-tape-and-simplify-business-environment-2025-02-26_en
https://urldefense.com/v3/__https:/finance.ec.europa.eu/document/download/161070f0-aca7-4b44-b20a-52bd879575bc_en?filename=proposal-directive-amending-accounting-audit-csrd-csddd-directives_en.pdf__;!!Jkho33Y!i6oOP-SyKz-I4SQrRvs6QZYnfDzcqofaiIeWMwHFsFU_oJ6Ls2JXmnICING_Vs_GvbEX_HbnXZqkkv7p-0dCH2pvgF02M3QZ$
https://urldefense.com/v3/__https:/finance.ec.europa.eu/document/download/29624c4a-94e1-4b47-b798-db7883f79c87_en?filename=proposal-postponing-requirements-csrd-transposition-deadline-application-csddd_en.pdf__;!!Jkho33Y!i6oOP-SyKz-I4SQrRvs6QZYnfDzcqofaiIeWMwHFsFU_oJ6Ls2JXmnICING_Vs_GvbEX_HbnXZqkkv7p-0dCH2pvgNr-b4kJ$
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/14546-Taxonomy-Delegated-Acts-amendments-to-make-reporting-simpler-and-more-cost-effective-for-companies_en
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ESG risks
Capital Requirements Regulation and Capital  
Requirements Directive
The European Banking Authority (EBA) guidelines published on  
9 January 2025 set out requirements for institutions regarding 
the identification, measurement, management, and monitoring 
of ESG risks.

The Guidelines have been developed in line with the EBA’s 
roadmap on sustainable finance and as part of the EBA’s 
actions outlined in the roadmap on the implementation of  
the EU banking package. 

The ESG guidelines are based on Article 87a (5) of the Capital 
Requirements Directive (CRD VI), and at a high-level cover:

•	 Minimum standards and reference methodologies for the 
identification, measurement, management, and monitoring 
of ESG risks.

•	 Requirements regarding the internal processes and ESG 
risk management arrangements that institutions should 
have in place.

•	 The content of the short to medium, and long-term plans 
that institutions must prepare to monitor and address the 
financial risks stemming from ESG factors, including those 
arising from the adjustment process towards the EU’s 
objective of achieving climate neutrality by 2050.

The guidelines will generally apply from 11 January 2026, 
with small and non-complex institutions receiving a further 
transition period running until 11 January 2027 at the latest. 

The EBA also released additional draft guidelines for 
consultation on ESG scenario analyses on 16 January 2025. 

Further on 16 January 2025 the Financial Stability Board (FSB) 
published details relating to its development of an analytical 
framework and toolkit to assess climate-related vulnerabilities 
with the aim of helping: 

•	 The FSB and its members assess the build-up of climate-
related vulnerabilities in the global financial system.

•	 A new toolkit of forward-looking metrics based on this 
framework to help identify the drivers of climate risks and 
related exposures in the financial system and real economy, 
and to quantify their financial impact.

The framework and toolkit will be refined as understanding of 
climate-related vulnerabilities evolves and as methodological 
and data issues are resolved.

Digital assets
Back in October 2023, ESMA published its second consultation 
paper on technical standards under the Regulation on Markets 
in Crypto-Assets (MiCA). 

This second consultation package covers six draft RTS and 
two draft implementing technical standards (ITS). The most 
relevant for purposes of this article were Draft RTS on the 
content, methodologies and presentation of sustainability 
indicators and adverse impacts on climate.

MiCA introduces disclosure requirements related to principal 
adverse impacts on the climate and other environment-related 
adverse impacts of the consensus mechanism used to issue the 
crypto-asset, as part of the white papers for asset-referenced 
tokens (ARTs), e-money tokens (EMTs) and crypto-assets other 
than ARTs and EMTs. These requirements are applicable to 
persons drawing up white-papers for crypto-assets.

ESMA is mandated to specify the content, methodologies, and 
presentation of the information in respect of the sustainability 
indicators in relation to adverse impacts on the climate and other 
environment-related adverse impacts, taking into consideration 
the various types of consensus mechanisms used to validate 
transactions in crypto-assets (including their characteristics and 
the differences between them) and their incentive structures.

In the consultation paper, ESMA sets out proposals regarding 
coherence, complementarity, consistency and proportionality, 
data availability and reliability of the disclosures, including the 
use of third parties to review such sustainability disclosures. 

https://www.eba.europa.eu/sites/default/files/document_library/Publications/Reports/2022/ESG roadmap/1045378/EBA Roadmap on Sustainable Finance.pdf
https://www.eba.europa.eu/sites/default/files/2023-12/9dc534e8-8a3d-438f-88e3-bc86e623d99e/EBA Roadmap on strengthening the prudential framework_1.pdf
https://www.eba.europa.eu/sites/default/files/2023-12/9dc534e8-8a3d-438f-88e3-bc86e623d99e/EBA Roadmap on strengthening the prudential framework_1.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=OJ:L_202401619
https://www.eba.europa.eu/publications-and-media/press-releases/eba-consults-guidelines-esg-scenario-analysis
https://urldefense.com/v3/__https:/fsb.us9.list-manage.com/track/click?u=567d6ad2b423723b170eb04e3&id=75edb2deb8&e=40d9de76ae__;!!Jkho33Y!k96j0Dj7IAohCG62KUPdc6L6o-ciw7r68wAN7SThPkbT75bmUbqN1_dWyp_E8v6QvOfP9R5_PVMfEg$
https://www.esma.europa.eu/sites/default/files/2023-10/ESMA75-453128700-438_MiCA_Consultation_Paper_2nd_package.pdf
https://www.esma.europa.eu/sites/default/files/2023-10/ESMA75-453128700-438_MiCA_Consultation_Paper_2nd_package.pdf
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In respect of indicators, methodologies, and presentation of 
the information, ESMA proposes a targeted set of mandatory 
disclosures with a limited number of quantitative metrics on the 
consumption of energy, scope 1 and scope 2 greenhouse gas 
emissions and the production of waste, together with a qualitative 
statement on the impact of use of equipment by distributed 
ledger technology (DLT) network nodes on natural resources.

The final report on the second package was published on  
3 July 2024, with the RTS adopted by the Commission on  
17 December 2024.

The RTS have at this point not yet been published in the EU 
Official Journal. 

U.S. developments 
President Trump began his second term on 20 January 2025 and 
began with the signing of several executive orders (EOs), which 
included the recission of almost 80 Biden administration EOs. 
Some of these energy and environmental related orders included 
directing the U.S. to:

•	 Withdraw from the Paris Climate Agreement.

•	 Increase Domestic Energy Generation with an emphasis on 
oil and gas production and exports. 

•	 Pause Leasing for Wind Projects via IRA and IIJA Funds 
Disbursement and Proposed Revocation of Electric  
Vehicle Goals. 

EOs have the force of law and thus can have immediate legal 
and/or practical consequences. This potential for divergence in 
ESG regulatory regimes between federal and state governments, 
as well as differences between regimes in the United States, and 
in particular the EU, and the United Kingdom will be a key issue 
for companies to consider going forward.

In contrast to the direction of the Trump administration, 
described above, California is doubling down by pushing 
forward quickly with rules implementing two landmark laws 
that will have broad impacts on U.S.-incorporated companies 
that do business in the state. 

The legislation made California the first U.S. jurisdiction to require 
climate disclosure from private as well as public companies. 

Net zero and transition plans
Mandatory reporting requirements are increasingly requiring 
that companies reassess and critically evaluate their net zero 
commitments and climate-related targets. 

With the introduction of legislation such as the CSRD and 
other emerging reporting frameworks, companies falling within 
the scope of these regulations will be obligated to disclose a 
substantial amount of data concerning their measurement 
processes and progress toward achieving net zero targets. 

On 13 November 2024, the European Commission published 
90 frequently asked questions with the aim of enhancing 
stakeholders’ understanding and compliance  with the 
sustainability reporting requirements under the CSRD 
 and the SFDR.

Companies are increasingly expected to disclose detailed plans 
outlining how they intend to achieve net zero targets. The 
CSRD requires detailed disclosures on companies’ transition 
plans, with potentially similar requirements under the FCA’s 
new UK SDR framework, but CSRD requirements could change 
given the proposals in the Omnibus package. 

The UK government had included a commitment in its Manifesto  
to mandate UK-regulated financial institutions (including 
banks, asset managers, pension funds, and insurers) and FTSE 
100 companies to publish and implement credible transition 
plans that align with the 1.50C goal of the Paris Agreement. 

https://www.whitehouse.gov/presidential-actions/
https://legiscan.com/CA/text/SB219/id/3020334
https://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:C_202406792
https://labour.org.uk/wp-content/uploads/2024/06/Labour-Party-manifesto-2024.pdf
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The commitment will be subject to consultation, and the 
Chancellor announced in her Mansion House Speech in 
November that the consultation would be conducted in the 
first half of 2025. 

Additionally, at a global level, operating companies will need 
to balance regulations such as the CSDDD that are driving 
transition plan adoption (whilst also being aware of any 
developments in the future proposals for a European Omnibus 
package) and a focus on limiting global warming to 1.50C, in 
line with the Paris Agreement.  

On 14 January 2025 the FSB published a report considering the 
role that financial and non-financial firms’ transition plans can 
play for financial stability assessments, particularly as a source 
of information for monitoring climate-related financial risks 
and vulnerabilities.

On 23 January 2025, the Platform on Sustainable Finance 
issued a report, ‘Building trust in transition: core elements for 
assessing corporate transition plans’. 

This report provides initial analysis to support financial 
market participants’ assessment of the core elements of 
transition plans, aligning with the European Commission’s 
Recommendation on Transition Finance. 

It identifies core elements for evaluating these plans, offering 
recommendations to the Commission for enhancing the 
effectiveness of its policy framework and supporting the 
market to provide and access transition finance.

Whilst in Europe, on 29 January 2025, the European 
Commission’s Competitiveness Compass was published. It 
provides future work proposals for the period covering 2025 – 
2029 and comes as a direct response to the reports published 
by Enrico Letta and Mario Draghi, warning about decreasing 
competitiveness of the EU vis-à-vis other large economies 
such as the United States and China.

Of the three relevant factors listed, one covers a joint roadmap 
for decarbonisation and competitiveness, with the aim of 
ensuring that future technologies and clean products are 
invented, manufactured in Europe, will staying on course to 
carbon neutrality.  

AI and its connections with ESG
Artificial intelligence (AI) is playing an increasingly central 
role in ESG strategies, offering new opportunities for data 
collection, analysis, and reporting. 

As ESG and sustainability reporting increasingly becomes 
mandatory in 2025 and beyond, a growing number of entities, 
including smaller companies with key roles in corporate supply 
chains, could be drawn to these AI tools to both accurately and 
reliably collect data in a structured and efficient way.

However, the use of AI may not be without challenges from an 
ESG perspective. For example, in addition to the significant 
amount of energy required to power and develop AI systems – 
ethical and social considerations, such as potential algorithmic 
bias, privacy issues, ensuring that outputs are vetted so they 
are not misleading or controversial – should be considered with 
many AI tools, including those that have been developed to 
assist with ESG goals. For more detailed considerations on AI 
and data governance please see our articles ‘Doing the right 
Thing for Business and Society – Generative AI’ and ‘The Flip 
Sides of Data – A Strategic Asset and a Potential Risk.’

Nature
Nature continues to emerge as a key focus area within ESG, 
as companies recognise the importance of preserving natural 
ecosystems and their role in long-term sustainability. This 
trend is driven by both regulatory requirements and growing 
stakeholder awareness of biodiversity’s critical role in 
supporting ecosystem services and mitigating climate change.

Governments agreed, on 27 February 2025, on the strategy to 
raise the funds needed to protect biodiversity and achieve the 
action targets of the Kunming-Montreal Global Biodiversity 
Framework (KMGBF), bringing the business of the UN 
Biodiversity Conference, COP16 that was suspended in Cali, 
Colombia in 2024, to a successful close.  

In the private sector, companies are integrating natural capital 
considerations into their sustainability strategies, assessing 
their impacts on natural habitats, and developing plans to 
protect and restore biodiversity. This may involve collaborating 
with conservation organizations, investing in nature-based 
solutions, and engaging with local communities to promote 
sustainable land use practices. 

These practices may become an even greater focus for certain 
companies throughout 2025. The emergence of mandatory 
ESG reporting frameworks such as the CSRD, as well as 
the increasing proliferation of voluntary reporting under 
mechanisms such as the Taskforce on Nature-related Financial 
Disclosures (TNFD), indicate that companies will continue to 
publish an increasing amount of public-facing information 
about their impacts on nature and biodiversity. To help increase 
knowledge in this particular area, the TNFD has launched two 
new capacity-building platforms, providing tools for market 
participants and for third party training providers.

Conclusion 
So that’s a very long way of explaining why we ‘are not there 
yet,’ but that’s understandable given that there is still a lot of 
movement as regards regulatory development in this space.

As companies move through 2025, the ESG landscape is 
characterised by both challenges and opportunities. Companies 
must remain vigilant and adaptable, embracing integrated and 
strategic approaches to ESG and sustainability (including in 
relation to the terminology used) to ensure business resilience. 

By staying informed and proactive, organisations can navigate 
the complexities of ESG, and sustainability matters and 
position themselves for long-term success in an ever-evolving 
global environment.

This article was accurate as at the time of writing: 11 March 2025 
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