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Editorial

The response now often termed “backlash” will create its very own backlash. Even if sustainability regulations are softened or  
delayed, the underlying sustainability challenges won’t go away.1 If there is one thing you should take away from this article,  
it is that change is unavoidable.

Change is happening: Whatever happens, companies will be affected by change. In an ideal world, they would transition smoothly to 
more sustainable pathways. In the worst case, the private sector will have to deal with a disorderly transition and suffer the inefficiencies 
of a heavily fragmented regulatory landscape. Meanwhile, the real danger – increasing physical risks – will continue to rise.2

Change is needed: The current disruption is reallocating resources and reshaping industries and their value chains. And this is just 
the beginning. This presents companies with tremendous opportunities – and risks.3 First and foremost, they should make sure they 
are on the winning side.

Change is wanted: Change is not only unavoidable, it is the ultimate goal. Sustainability regulations aim to create transparency 
about the progress companies make and the challenges they face. Some lawmakers may have taken things too far, but this is mainly 
the result of the subject matter’s breadth and complexity. The end purpose is to enable equity investors and lenders to assess 
investment risks and opportunities. The intention is to harness capitalism’s transformative power, where “creative destruction,” as 
coined by the economist Schumpeter, drives progress by steering capital to sustainable business practices.

Companies must think twice before rolling back sustainability commitments. Stepping back from past promises will have significant 
business implications, including reputational and liability risks. In some places regulatory pressure may soften temporarily, but it will 
persist, albeit in a more strongly fragmented manner. This could be in the form of a shift of regulatory action from the federal to the 
state level, for example, or more extraterritorial rules.

Failure to mitigate adverse environmental impacts ultimately results in their continued increase – think more physical risks and more 
microplastics accumulating in the environment. Meanwhile, concerned and affected parties will move from lobbying lawmakers to 
suing in court. It is unlikely that these trends will diminish the need for vigilant oversight by senior management.

Olivier Jaeggi		  	  
ECOFACT Managing Director	

1.	 In their recent article, Georg Kell, Martin Reeves and Helena Carmody Fox from the BCG Henderson Institute framed this very well: “In the short term … , it seems 
	 reasonable to expect a further unraveling of the corporate sustainability agenda. In the longer term, however, there are reasons to believe that several 
	 countervailing forces will overturn this short-term reversal and lead to a renewed emphasis on sustainability. (…) planetary realities ultimately shape politics.”

2.	 The Central Banks and Supervisors Network for Greening the Financial System (NGFS) has developed seven scenarios to help organizations assess how they 
	 might be affected by transition and physical risks. The worst-case scenario described above is named “Fragmented World,” where climate action is insufficient and 
	 comes too late.

3.	 In the words of Blackrock’s CEO Larry Fink: “I believe the decarbonizing of the global economy is going to create the greatest investment opportunity of our lifetime.  
	 It will also leave behind the companies that don’t adapt, regardless of what industry they are in.”

Change will happen. It is needed, and wanted
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https://www.ecofact.com/blog/schumpeter-on-steroids-why-the-tcfd-wants-organizations-to-become-resilient/
https://bcghendersoninstitute.com/has-sustainability-become-unsustainable/
https://www.ngfs.net/ngfs-scenarios-portal/explore/
https://corpgov.law.harvard.edu/2022/01/19/letter-to-ceos-2/
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International standards
Updates on cross-sector environmental and social standards that might be relevant as benchmarks for risk assessments. 
Scope: key developments related to the most important international environmental and social standards.

Launch of the first sustainable infrastructure label 

Global Infrastructure Basel Foundation and Bloomberg L.P. launched the first globally applicable label for sustainable infrastructure. 
The FAST-Infra label aims to unlock financing for sustainable infrastructure by providing a framework with which to assess projects 
across regions, asset types, and development stages. The label builds on over 55 existing standards, frameworks, and taxonomies, 
and was developed with input from over 200 organizations across the infrastructure market. Data is collected through the FAST-Infra 
Application Portal, which is now live. The portal is structured according to 14 criteria that span four dimensions: environmental, 
social, governance, and adaptation and resilience. The label also offers an access program to support projects in low-income contexts 
that have strong sustainability potential, offering a repayable grant to cover the costs of verification. January 30, 2025 

Read more (1) Read more (2)
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What we’re watching – and open consultations tables
We present here a few anticipated actions revealed by our Policy Outlook research. ECOFACT’s team of legal analysts 
monitors regulatory developments related to sustainable finance and corporate responsibility in more than 50 jurisdictions,  
including the EU, as well as those of financial sector regulators, stock market authorities, and multilateral organizations.  
Please contact us for more information on regulatory trends.

Authority	 What’s on our radar		  Date of next expected	  
			   development	

Q2–Q3 2025The EU’s legislative bodies are deliberating several Commission proposals 
to simplify sustainability reporting requirements and change the 
timeline for phased-in sustainability reporting. Taken together, the 
omnibus proposals are a hot-button topic with ramifications for  
companies all over the world.

 Read more (for Policy Outlook subscribers)

European Union

Open consultations
Our Policy Outlook database tracks open consultations that are relevant to the wider financial and insurance industries, as  
well as corporate actors. Organizations and governments solicit structured feedback from stakeholders during these events, and  
interested parties comment on the materials that are issued. Please contact us for more information on open consultations.

Source: ECOFACT’s Policy Outlook, a database of in-depth analyses of sustainable finance and corporate responsibility regulatory initiatives across the globe. 
More information: https://www.ecofact.com/policyoutlook/

Authority	 Consultation topic	 Deadline for input

 Read more (for Policy Outlook subscribers)

The GRI published exposure drafts of sector standards for banking, 
capital markets, and insurance. The standards provide a comprehensive 
approach to assessing the impact of financial institutions on the  
economy, environment, and people.

May 31, 2025Global Reporting 
Initiative (GRI)

https://www.fastinfralabel.org/
https://www.fastinfralabel.org/news/global-sustainable-infrastructure-label-officially-launched-at-davos-backed-by-leading-financial-institutions
https://www.fastinfralabel.org/news/accelerating-sustainable-infrastructure-development-with-the-fast-infra-access-programme
https://www.ecofact.com/policyoutlook/
https://tools.ecofact.com/polo/catalog/details/1209/
https://www.ecofact.com/policyoutlook/
https://www.ecofact.com/policyoutlook/
https://tools.ecofact.com/polo/catalog/details/645/
https://www.globalreporting.org/news/news-center/unlocking-financial-transparency-for-responsible-business-practices/
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Informed decision-making: Where do investors turn when less is not more?

Responsible investment involves navigating a delicate path between 
the costs and benefits of economic, social, and environmental 
factors. With this balance in mind, decisions about investing 
responsibly have benefited from the global trend toward better, 
more available, and comparable sustainability data. Investors have 
been supported by reporting requirements and international 
standards, publicly available information, and central disclosure 
platforms. 

A geopolitical realignment is underway that reflects shifting 
priorities. It will affect the availability of data and, in some 
places, it moves the goalposts that investors use to benchmark 
that data. Investors may need to think creatively about their 
information sources.

Physical risks like drought, flooding, wildfires, extreme heat and cold, and water scarcity are very real threats for companies. Investors 
still need to know about corporate plans to manage these threats. It is about the bottom line for all parties. There is a case to be 
made for sharing data, and more of it, in a more and not less transparent manner.
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Think outside the box
Investors and companies alike should consider that they might have to rethink their data sources. Private data providers and 
other open tools offer some solutions, but the status quo is changing, and investors will need to adapt. Will they look to less 
traditional sources of data? Are investors uniquely positioned to facilitate unconventional data partnerships between or with 
their clients? Here are a few examples of interesting approaches to creating, accessing, and understanding data:

•	 A company shared proprietary oil exploration data with hydrogeologists in Africa to locate fresh water. 
•	 AXA Risk Consulting offers insurance customers a data-sharing platform to help them manage risks. 
•	 Impact investors are developing a social taxonomy framework to help them assess company performance.
•	 A study found that a green bond issue is a good indicator that a company is lowering its emissions. 

https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://www.ifrs.org/news-and-events/news/2023/06/issb-issues-ifrs-s1-ifrs-s2/
https://nzdpu.com/home
https://www.cdp.net/en
https://wesr.unep.org/article/wesr-resources
https://www.euronews.com/green/2025/01/26/x-ray-of-the-earth-confidential-oil-data-shows-where-vital-water-sources-lie-in-africa
https://axaxl.com/fast-fast-forward/articles/he-importance-of-transparency-in-risk-management_why-sharing-data-matters
https://www.frenchsif.org/isr_esg/wp-content/uploads/GSG-France-Toward-social-impact-Feb25.pdf
https://www.bis.org/publ/qtrpdf/r_qt2503d.pdf
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High-risk sectors
News on risk factors and trends, regulations, and best practices associated with key high-risk sectors. 

	 Risk factor

Arctic geoengineering experiment canceled

The Arctic Ice Project is shutting down its geoengineering  
experiment due to potential risks to the Arctic food chain. The 
US-based research non-profit had planned to release silica 
particles over parts of the Arctic Ocean to reflect sunlight and 
slow ice-melting. Although climate impact simulations were 
promising, lab testing to demonstrate safety remained inconclusive. 
The project group plans to release a capstone paper and make 
its research freely available. Indigenous groups opposed to  
geoengineering welcomed news of the shutdown. February 3, 2025 

Why we think it matters: This highlights the need for innovative 
approaches to mitigate climate change, but also the concerns 
raised by geoengineering experiments in the fragile Arctic  
environment.

H
IG

H
 R

IS
K 

SE
CT

O
RS

6 ISSUE 52 APRIL 2025

Read more (1) Read more (2)

Read more (3)

Read more (1)

Read more (5)

Read more (4)

Read more (2)

	 Risk factor

Europe’s “forever chemicals” in regulatory crosshairs

Proponents of EU efforts to reduce per- and polyfluoroalkyl 
substances (PFAS) in the environment were given reason for 
optimism in early 2025. EU member states approved a ban on 
the PFAS herbicide flufenacet, and EU lawmakers continued to 
discuss legislation prohibiting PFAS in toys. In March, the European 
Chemicals Agency released an update on the progress of its 
ongoing evaluation of a proposed “universal” restriction on 
PFAS submitted by five member states in 2023. Nearly 100 
NGOs endorsed a letter urging the EU Commission to prevent 
this universal approach from being “watered down.” The EU’s 
environment commissioner told Reuters the EU Commission 
intends to propose a ban on PFAS in consumer products, with 
some exemptions, though she did not expect a bill until at least 
2026. March 21, 2025

Read more (1)

Read more (1)

Read more (3)
Read more (2)

Read more (2)

Read more (4)

	 Risk factor

High fertilizer use linked to significant environmental and 
financial risks not acknowledged in disclosures

A report by Planet Tracker concludes that a third of the world’s 
largest food companies are failing to acknowledge fertilizer-related 
risks. Almost all fail to provide detailed assessments of the impacts 
of fertilizer misuse in their own operations and value chains, the 
report continues. It also emphasizes that immediate interventions, 
like improved farming practices and nitrogen efficiency, might 
reduce synthetic fertilizer use by 70 percent by 2050. This 
level of reduction would help mitigate significant environmental 
damage. For example, research from the world’s longest-running 
ecological experiment shows that the use of high levels of common 
fertilizers on grassland halves the number of pollinating insects 
like bees, and cuts the number of flowers fivefold. Such  
findings underscore the costly trade-off between productivity 
and biodiversity in agriculture, and the pressing need for  
comprehensive risk disclosures across food company supply chains. 
January 29, 2025

	 Risk factor

Plastic contamination missing from retail banks’ approach to 
financial risks 

Plastic pollution is everywhere, with microplastics discovered 
in 99 percent of seafood analyzed in one US study. In other 
research published in the journal Nature Medicine, scientists 
detected a growing trend in microplastics and nanoplastics 
crossing the blood-brain barrier in humans. Despite the 
pervasiveness of plastics in the environment, the financial risks 
of plastic pollution failed to rate a mention in the corporate 
reports and investor communications of a third of major European 
retail banks assessed for a report by Planet Tracker. Most of  
the banks studied had minimal policies for addressing the use, 
management, and reduction of plastics in their investment 
decisions, the report said. It stated that this creates potential 
risks for financial institutions that fund companies in the plastics 
value chain. March 20, 2025

Read more (5)

https://www.climatechangenews.com/2025/02/03/us-researchers-geoengineering-experiment-arctic-environmental-risk/
https://www.arcticiceproject.org/a-final-chapter/
https://smartwatermagazine.com/news/smart-water-magazine/contamination-accountability-europes-drive-regulate-pfas-and-protect-water
https://www.pan-europe.info/press-releases/2025/03/eu-member-states-agree-ban-flufenacet-pan-europe-calls-immediate-action-all
https://www.just-style.com/news/eu-pfas-ban-propose/?cf-view
https://www.euractiv.com/section/agriculture-food/news/beyond-pesticides-the-silent-spread-of-pfas-in-agriculture/
https://www.thechemicalengineer.com/news/eu-prepares-ban-on-pfas-in-consumer-products-as-industry-seeks-exemptions/
https://www.eureau.org/resources/publications/eureau-publications/8072-eureau-pfas-phase-out-a-pre-requisite-for-a-water-resilient-europe/file
https://www.cristinaguarda.it/ambiente/pfas/flufenacet-leuropa-vieta-il-pesticida-pfas/
https://technical-barriers-trade.ec.europa.eu/en/notification/35542
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=OJ:C_202501032
https://echa.europa.eu/es/-/highlights-from-march-2025-rac-and-seac-meetings
https://echa.europa.eu/documents/10162/67348133/upfas_evaluation_state_of_play_en.pdf/d1ad6892-e726-84a7-d2dd-74bbf8fa09af?t=1727262011016
https://echa.europa.eu/es/registry-of-restriction-intentions/-/dislist/details/0b0236e18663449b
https://echa.europa.eu/es/-/echa-publishes-pfas-restriction-proposal
https://eeb.org/wp-content/uploads/2025/01/civil-society_letter-VDL_PFAS_20250122.pdf
https://www.reuters.com/business/environment/eu-plans-ban-forever-chemicals-consumer-products-2025-01-20/
https://planet-tracker.org/fertiliser-risk-transparency-lags-in-food-industry/
https://www.sciencedaily.com/releases/2025/01/250106195804.htm
https://www.theguardian.com/environment/2025/feb/03/levels-of-microplastics-in-human-brains-may-be-rapidly-rising-study-suggests
https://www.theguardian.com/environment/2025/jan/20/uk-agriculture-farming-fertilisers-yields-biodiversity-study-park-grass-pollinators-bees-wildflowers-aoe
https://www.theguardian.com/us-news/2025/feb/03/seafood-microplastic-contamination-study
https://www.washingtonpost.com/climate-environment/2025/02/03/microplastics-human-brain-increase/
https://planet-tracker.org/wp-content/uploads/2025/01/Food-Giants-and-Fertiliser-Risk.pdf
https://www.nature.com/articles/s44185-024-00070-6
https://www.frontiersin.org/journals/toxicology/articles/10.3389/ftox.2024.1469995/full
https://www.nature.com/articles/s41591-024-03453-1
https://planet-tracker.org/wp-content/uploads/2025/03/Plastic-Banks.pdf
https://planet-tracker.org/major-european-banks-failing-to-address-plastic-problem-despite-widespread-discussion-of-risk/
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High-risk sector controversies
This table shares SIGWATCH data on NGO campaigns and financial institutions’ exposure to criticism from NGOs. It also provides  
ECOFACT-curated links to sector-related controversies from the last quarter as well as our risk rating.

Lo
gg
in
g 
an
d 

pl
an
ta
tio
ns

Fo
re
st
ry

The production of natural rubber is  
decreasing due to drought, natural 
disasters, and other climate-related 
issues. Growing crops and trees on the 
same land, called agroforesty, may help.

6%

Level of controversy
Number of NGO campaigning 
actions per quarter in the last 
five quarters

% share of  
NGO actions 
criticizing FIs 
(SIGWATCH 
data)
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subsector	

FI exposure

Noteworthy news20252024
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Read more Read more
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Tracker, 50 out of 300 financial  
institutions have publicly committed 
to stop financing coal developers.

27%
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The Indonesian government has 
defended the country’s second-largest 
palm oil producer (and RSPO applicant) 
against UN-levied claims of systemic 
human rights and environmental abuses.
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An analysis of three US banks’ 
financed emissions reveals potential 
losses of USD 116 billion from the 
impact of climate-related risks on 31 
meat, dairy, and feed companies.
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ECOFACT risk rating
After weighting the level of controversy associated with each subsector, ECOFACT assigns a risk rating of either red (high risk), 
orange (enhanced risk), or yellow (moderate risk). The rating reflects our assessment of the degree of reputational risk that financial 
institutions (FIs) face when investing in the sector.

About SIGWATCH
SIGWATCH scans the messaging of more than 10,000 NGOs around the world every day, identifying active and emerging campaigns 
and issues, and tracking the criticism (and occasional praise) of corporations and industry sectors. This qualitative and quantitative 
data offers unique insights into NGO concerns and gives early warning of the problems that companies and investors will have  
to manage in the months ahead.
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A comprehensive overview of the 
environmental footprint of the EU 
maritime transport sector reveals  
that LNG use produces significant 
methane emissions. 
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The deregulation of energy markets 
worldwide has changed the risk 
profile of investing in new nuclear 
capacity, says the World Nuclear 
Association. 
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https://www.euronews.com/business/2025/03/15/why-is-the-global-rubber-market-likely-to-see-shortages-in-2025
https://news.mongabay.com/2025/03/un-accuses-indonesias-no-2-palm-oil-firm-of-rights-environmental-abuses/
https://initiatives.weforum.org/coal-to-clean/home
https://hwkvufmtfxjkrhbrfqkj.supabase.co/storage/v1/object/public/PUB/USA-MeatDairyFeed_Full_Report.pdf
https://www.sigwatch.com/
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Stopping the biodiversity leak
Rewilding land in wealthy countries may increase extinction rates in more biodiverse nations, a new study in the journal Science reports. 
Led by the University of Cambridge and including researchers from over a dozen institutions, the team found that if conservation 
in wealthy, temperate regions displaces agricultural activities to more biodiverse regions, conservation efforts can cause net harm. 
The researchers highlight that acknowledging the biodiversity leak is a crucial first step. They call for wider recognition of the leak, 
and for policy that addresses it at both national and global levels. They offer several potential solutions, such as working to reduce 
demand, selecting conservation sites carefully to maximize biodiversity, and supporting local farmers to encourage simultaneous 
production and conservation, as with forest-friendly chocolate. February 13, 2025 

Risks that could be relevant when looking into a company’s business model. These issues may not yet be considered highly significant,  
but they have the potential to be. 

Emerging risks
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Read more

More carbon projects despite legal scrutiny
A massive soil carbon offset project is at risk of folding after a Kenyan court found two key conservancies of the Northern Rangelands 
Trust were established illegally. The court ordered the project, which sold carbon credits to companies such as Netflix and British 
Airways, to shut down its operations in these areas. The Trust controls around 10 percent of Kenya’s land, but critics claim it acquired 
the conservancy areas without proper consultation with local communities. Investor groups are worried that fraudulent credits and 
greenwashing will skyrocket as more companies pursue similar projects to meet their climate commitments. These concerns aren’t 
slowing the growth in carbon offsets, however, with even internet behemoth Amazon now selling carbon credits to its suppliers and 
customers. March 20, 2025

Advances in AI bring unique risks for the financial sector 
As artificial intelligence (AI) models continue to evolve, so do the vulnerabilities of financial institutions. In one UK report, a simulated 
fake news campaign generated by AI and spread on social media influenced customer behavior toward a bank run. For every GBP 10 
spent on ads suggesting customer money was not safe, as much as GBP 1 million could have moved. Other research reveals AI 
systems can harbor secret motives while appearing “well behaved.” This highlights the limitations of current surface-level safety 
testing of AI tools, including those used in the financial sector. AI models are being intentionally poisoned with tarpitting efforts to 
prevent the models from scraping websites. This represents a new threat to organizations that use AI to solve problems or improve 
their online content. Experts are calling for more personnel, tools, and audits to defend the financial sector against these emerging risks. 
March 14, 2025 

Read more (1)

Read more (1)

Read more (2)

Read more (2)

https://www.science.org/doi/10.1126/science.adv8264
https://phys.org/news/2025-02-wildlife-habitats-wealthy-nations-extinctions.html
https://www.survivalinternational.org/news/14121
https://www.responsible-investor.com/big-read-investors-turn-attention-to-corporate-use-of-carbon-offsets/
https://www.aboutamazon.com/news/sustainability/amazon-carbon-credit-service-sustainability
https://www.saynotodisinfo.com/_files/ugd/438ee6_d9f4506bfd2e43218b96f716bae91ce1.pdf
https://www.anthropic.com/research/auditing-hidden-objectives
https://arstechnica.com/tech-policy/2025/01/ai-haters-build-tarpits-to-trap-and-trick-ai-scrapers-that-ignore-robots-txt/
https://news.mongabay.com/short-article/kenyan-court-orders-two-community-wildlife-conservancies-shut-down/
https://www.reuters.com/technology/artificial-intelligence/ai-generated-content-raises-risks-more-bank-runs-uk-study-shows-2025-02-14/
https://www.reuters.com/sustainability/climate-energy/amazon-sell-carbon-credits-suppliers-customers-2025-03-20/
https://arstechnica.com/ai/2025/03/researchers-astonished-by-tools-apparent-success-at-revealing-ais-hidden-motives/
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Report highlights regulatory action that can halt biodiversity loss by 2030
Nature-related risk regulations for banks are being adopted in rising numbers around the world, according to a report from the UN 
Environment Programme Finance Initiative and WWF’s Greening Financial Regulation Initiative. Navigating Nature-related Regulations 
for Banks: Mapping the Policy Landscape shows that 29 of the 50 jurisdictions analyzed have already started to consider nature 
risks in their prudential frameworks, with meaningful leadership from the Global South. The report underlines the need for future 
actions to be part of both public and private-sector policies and initiatives. At the same time, they must address the interconnected 
threats to people, economies, and ecosystems from climate change and nature loss. The case studies and recommendations illustrate 
how banks and regulatory authorities can align financial systems to protect natural capital and make ecosystems more resilient. 
January 16, 2025

Peer approach
A selection of new sector and issue policies that have recently been adopted or that are receiving attention. This section includes 
announcements of peer alliances and collaboration.
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Read more

Read more

HSBC, Wells Fargo adjust climate targets
Two major banks recalibrated their climate strategies in February. HSBC added 20 years to its goal of reaching net zero in its own 
operations, business travel, and supply chain, shifting the target date from 2030 to 2050. The change was driven largely by slow 
upstream progress on scope 3 emissions. HSBC also launched a review of its interim targets for financed emissions. It blamed

Sector and issue policies adopted by insurers
This table presents the number of the nine global systemically important insurers that have a public policy or guideline for  
investing in or underwriting for the sectors listed in the left column. 

I = sector-related investment activities have a public policy or guideline U = sector-related underwriting activities have a public policy or guideline

Sector policy Sector policyQ1 2025 Q1 2025

I IU U

Agriculture		  1	 1
	 Agriculture commodities	 2	 0
	
	
	
	
	

	
	
	
	
	

	
	

Climate change		  9	 5

Biodiversity		  6	 4

Utilities		  1	 1		
	 Nuclear power	 2	 1
	
	

	
	
	
	
	

	
	
	
	
	

Medical				  
	 Clinical trials	 2	 1 
	 Animal testing	 2	 2
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https://www.unepfi.org/industries/banking/navigating-nature-policy/
https://www.unepfi.org/industries/banking/navigating-nature-policy/
https://www.unepfi.org/industries/banking/report-maps-nature-regulations-for-banks/
https://www.hsbc.com/who-we-are/our-climate-strategy/our-progress-towards-net-zero-targets
https://www.fsb.org/wp-content/uploads/2016-list-of-global-systemically-important-insurers-G-SIIs.pdf
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With the exception of Sub-Saharan Africa, defense spending increased everywhere in the world in 2024. It rose to an average of 
1.9 percent of gross domestic product, from 1.6 percent in 2022. According to Morningstar, a US financial services firm, we find 
ourselves in a defense “supercycle” of investment and sector growth that is fueled by geopolitical instability.

How do you define “responsible”?
At the end of January 2025, the leaders of 19 European Union countries sent a letter to the European Investment Bank (EIB), asking 
it to reevaluate its ban on financing ammunition, weapons, and military equipment production. The countries asked for financing 
mechanisms to be expanded to “safeguard our continent’s future.” The EU Parliament, Council, and Commission have all endorsed 

Our Monitoring Peer Policies analysis reveals that many financial institutions consider the sector’s risks in some way when making 
investment decisions (see Figure 1). Controversial weapons such as cluster munitions, landmines, and weapons of mass destruction 
have been mentioned consistently, and in most cases excluded, in environmental and social risk policies to date. ECOFACT predicts 
that there will be some hard discussions about where to redraw the corporate line on transactions with the defense sector, or if there 
should be a line at all. We will continue to monitor how the financial industry responds through its policies.

Figure 1. The proportion of financial institutions analyzed for ECOFACT Monitoring Peer Policies in 2024 that consider certain criteria for the defense sector in their 
environmental and social risk investment policies. 

Policy sector in focus: Defense
A discussion that highlights why some financial institutions have developed policies to guide their activities associated 
with a specific sector or concern.
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71% 24% 10% 5%

Mention due diligence Have enhanced due  Do not provide financing Exclude the manufacture, 

https://www.iiss.org/online-analysis/military-balance/2025/02/global-defence-spending-soars-to-new-high/
https://www.morningstar.com/lp/global-defense-sector-report
https://www.humanite.fr/wp-content/uploads/2025/02/EIB-Letter-January-2025.pdf
https://www.europarl.europa.eu/RegData/etudes/IDAN/2025/764354/ECTI_IDA(2025)764354_EN.pdf
https://www.consilium.europa.eu/en/press/press-releases/2025/03/06/european-council-conclusions-on-european-defence/
https://defence-industry-space.ec.europa.eu/document/download/30b50d2c-49aa-4250-9ca6-27a0347cf009_en?filename=White%20Paper.pdf
https://www.ecofact.com/monitoring-peer-policies/
https://www.ecofact.com/monitoring-peer-policies/
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New resources
This section highlights tools, databases, and other information that can help you to identify, manage, disclose, and mitigate ESG risks. 
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TNFD releases new learning resources and sector guidance
The Taskforce on Nature-related Financial Disclosures (TNFD) is rapidly expanding its collection of sector-specific guidance designed 
to support companies’ assessment, management, and disclosure of nature-related issues. In January, the taskforce issued guidance 
for four new sectors: apparel, accessories, and footwear; beverages; construction materials; and engineering, construction, and 
real estate. It also released draft guidance for fishing, marine transportation and cruise lines, and water utilities and services. This 
is expected to be finalized in June 2025. In February, the taskforce added two new learning resources to its online knowledge hub. 
The self-guided Learning Lab takes individuals through nine interactive modules that explain key TNFD concepts. The Trainer Portal 
provides materials such as presentation decks and group exercises that companies can customize with their own branding for their 
sustainability training programs. February 18, 2025

An assessment of ESG metrics
The OECD has released a report assessing the scope, characteristics, and comparability of leading ESG metrics. Based on over 2,000 
metrics from eight major ESG rating products, the report delivered four key findings: some issues are assessed using far fewer metrics 
than others and some topics are not assessed at all; the number of metrics for a single topic ranges widely between rating products; 

Read more (1) Read more (2)

Transition plans: Assessment and outcomes
Transition plans are key to achieving net zero, and several recent reports have examined how to assess them and their outcomes. 
The Oxford Smith School introduced a framework to assess airlines’ transition plans that links plan elements with changes in emissions.  
A report issued by the EU Platform on Sustainable Finance (PSF) offers guidance on assessing corporate transition plans and explores 
how integrating sustainable finance tools could both strengthen them and increase access to transition funds. The Financial Stability 
Board issued a report that indicates transition plans can be useful for measuring and monitoring risks, but that their coverage, 
transparency, reliability, and comparability need improvement. A further PSF report that analyzed 2,180 large listed European 
companies concludes that ESG disclosures are increasing and capital is beginning to flow toward transition. March 6, 2025 

  Read more (1)   Read more (2)   Read more (3)

https://tnfd.global/publication/additional-sector-guidance-apparel-accessories-footwear/
https://tnfd.global/publication/additional-sector-guidance-beverages/
https://tnfd.global/publication/additional-sector-guidance-construction-materials/
https://tnfd.global/publication/additional-sector-guidance-engineering-construction-and-real-estate/
https://tnfd.global/publication/additional-sector-guidance-engineering-construction-and-real-estate/
https://tnfd.global/publication/draft-sector-guidance-fishing/
https://tnfd.global/publication/draft-sector-guidance-marine-transportation/
https://tnfd.global/publication/draft-sector-guidance-water-utilities-and-services/
https://tnfd.global/knowledge-hub/learning-lab-landing/#FAQs
https://tnfd.global/knowledge-hub/trainer-portal/
https://www.oecd.org/en/publications/behind-esg-ratings_3f055f0c-en.html
https://tnfd.global/new-set-of-sector-guidance-published/
https://tnfd.global/tnfd-launches-new-capacity-building-platform-to-scale-market-confidence-and-capabilities-on-nature-related-issues/
https://www.cgfi.ac.uk/wp-content/uploads/2025/03/OSFG_TPAviation_ES_v2.pdf
https://finance.ec.europa.eu/document/download/ec293327-af1d-432c-8523-cfe7eec8367e_en?filename=250123-building-trust-transition-report_en.pdf
https://www.fsb.org/2025/01/the-relevance-of-transition-plans-for-financial-stability/
https://finance.ec.europa.eu/publications/platform-sustainable-finance-report-monitoring-capital-flows-sustainable-investments_en
https://finance.ec.europa.eu/publications/platform-sustainable-finance-report-building-trust-transition-core-elements-assessing-corporate_en
https://www.fsb.org/2025/01/fsb-examines-the-relevance-of-climate-transition-plans-for-financial-stability/
https://finance.ec.europa.eu/publications/platform-sustainable-finance-report-monitoring-capital-flows-sustainable-investments_en
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