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Commission taking the decision in 2016 to make sustain-
able development a political priority – and sustainability has 
remained front and centre of legal and regulatory develop-
ments ever since.

For the EU, sustainable finance is about reorienting invest-
ment towards sustainable technologies and businesses, recog-
nising that major public and private investment is needed 
to make the EU’s financial system sustainable and ensure 
European Member States are climate-neutral by 2050.  To 
achieve this, the EU adopted its Action Plan on Sustainable 
Growth (Action Plan) in 2018,1 which set out 10 action points2 
with the key objectives of: (i) reorienting capital flows towards 
sustainable investment, in order to achieve sustainable and 
inclusive growth; (ii) managing financial risks stemming from 
climate change, environmental degradation and social issues; 
and (iii) fostering transparency and long-termism in finan-
cial and economic activity.  It followed this with a renewed 
strategy for financing the transition to a sustainable economy 
in 2021.3  In terms of numbers, a European Parliamentary 
report4 published in September 2024 has indicated that, as of 
2024, there is an estimated €6.6 trillion of ESG assets under 
management, representing 38% of total assets under manage-
ment in the EU (€17.2 trillion).

But What Does This Mean in Practice?
The current EU sustainable finance framework is built around 
three main pieces of legislation: 

	■ The Taxonomy Regulation,5 which entered into force 
on 12 July 2020, with the majority of its operative provi-
sions taking effect on 1 January 2022.  It has essentially 
created a classification system for environmentally 
sustainable economic activities, helping to steer invest-
ments towards activities aligned with a net-zero trajec-
tory by 2050 and broader environmental objectives.  
The regulation establishes the concept of a “taxonomy- 
aligned investment”, which, in essence, is an invest-
ment that contributes substantially to certain specified 
environmental objectives, does not significantly harm 
those objectives, and complies with certain minimum 
safeguards and technical asset-level screening criteria.  
It aims to increase transparency and combat green-
washing, in order to foster climate-friendly businesses 
and scale up sustainable investment across the EU. 

	■ The Sustainable Finance Disclosure Regulation 
(SFDR),6 which came into effect on 10 March 2021, and 
was subsequently amended by the Taxonomy Regulation, 
seeks to provide for (i) a harmonised understanding of 
what constitutes “sustainable investment”,7 and (ii) a 

Introduction
The role of sustainability matters in the operations and invest-
ment management activities of asset managers has long been 
a subject of discussion and, in some jurisdictions, controversy.  
In recent years, however, the conversation has become more 
urgent and focused, driven by the growing evidence of the 
global impact of climate change.  These concerns underlie the 
United Nations 2030 Agenda for Sustainable Development and 
2015 Paris Agreement on Climate Change (Paris Agreement).  
The Paris Agreement’s central aim is to keep global warming 
below 1.5°C above pre-industrial levels and to combat climate 
change and direct capital flows towards low greenhouse 
gas emissions and climate-resilient development.  The Paris 
Agreement was the impetus for a growing body of law and regu-
lation in the European Union (EU) focused on environmental, 
social and governance (ESG) concerns and, in particular, ESG 
and sustainable investment.  In other jurisdictions, including 
the United States (US), Hong Kong and Singapore, regula-
tors have either adopted, or proposed to adopt, regulations or 
guidelines focused on similar concerns, although their scope 
and purpose may differ in significant ways from the EU.

At the same time, the conversations relating to sustaina-
bility and ESG have become much more political and nuanced, 
particularly in the US.  For example, in the US, private liti-
gants, “red state” attorneys general and other US govern-
ment officials have continued to scrutinise sustainability- and 
ESG-related investment activities and proxy voting prac-
tices.  By contrast, certain investors, “blue state” officials and 
regulators continue to advocate for the inclusion of sustain-
ability and ESG factors in asset managers’ investment deci-
sion-making and proxy voting practices.

These conversations and controversies, which reflect 
differing attitudes on sustainability and its role in asset 
management, will likely continue for the foreseeable future, 
particularly with the upcoming change in presidential admin-
istrations in the US.  For global asset managers, it is increas-
ingly difficult to navigate the differing regulatory approaches 
to, and investor views on, sustainability in the jurisdictions 
in which they seek to offer and manage investment products.  
These challenges will likely continue.

In this chapter, we will discuss the primary regulatory 
framework relating to sustainable finance and ESG in several 
key jurisdictions, namely the EU, the United Kingdom (UK), 
Hong Kong, Singapore and the US.

EU
The EU has been leading the way in adopting rules and regu-
lations focused on sustainable investment – with the EU 
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on the implementation of the SFDR generally.  The consulta-
tions form part of a comprehensive assessment of the frame-
work to assess the potential shortcomings of the SFDR, 
focusing on legal certainty, the useability of the regula-
tion, and its ability to play its part in tackling greenwashing.  
The consultations asked respondents to consider, aside 
from questions of the costs and effectiveness, and align-
ment of the SFDR with other legislation, whether a labelling 
system for Financial Products should be established either 
in substitution for, or in addition to, the current “Article 8” 
and “Article 9” categorisation.

While a summary report on the responses was issued on 23 
December 2023,18 the final position of the EU Commission has 
not been published, and is currently expected mid-2025.  If 
the proposed changes are adopted, it could potentially mark a 
significant change for financial market participants and result 
in extensive work – and possibly costly in terms of time and 
system uplifts – to satisfy any new requirements.

More immediately market participants will be looking 
at proposed changes to the level two Regulatory Technical 
Standards (RTS) included in the final report published by the 
ESAs on 4 December 202319 setting out their proposed amend-
ments to the RTS which includes: 

	■ additional mandatory and voluntary social indicators 
of principal adverse impacts (PAI) and adjustments to 
certain PAIs and their calculation; 

	■ introducing a set decarbonisation (the ESAs’ preferred 
term is “GHG emissions reduction”) targets where a 
“Financial Product” states this as one of its aims; and

	■ “simplification” of the pre-contractual and periodic 
disclosure templates (which would require financial 
market participants to redraft their existing disclosures). 

While broader proposals to amend  provisions relating to 
the “do no significant harm” (DNSH) principle were deferred 
to the review of the Level 1 text, a requirement to disclose 
criteria or thresholds used to assess DNSH has was added.  

The report, as of writing, is with the EU Commission to 
approve, amend or reject; following which the European 
Parliament and Council of the EU may also comment.  When 
the revised RTS may come into force is unclear, but it is 
currently expected to be during the course of 2025.  When, 
or perhaps if, these RTS take effect, they will require signifi-
cant work from market participants to ensure that they comply 
with the new requirements. 

Other changes that are going to impact the legal and regula-
tory landscape in the EU include: 

	■ A new directive on corporate sustainability due dili-
gence (CSDDD),20 to establish a legal framework and 
corporate due diligence duties regarding the human 
rights and environmental adverse impacts on a compa-
ny’s own operations, and that of the subsidiaries and 
business partners in their chain of activities.  It requires 
companies operating in the EU that meet certain 
prescribed thresholds, or non-EU companies carrying 
out a certain amount of business in the EU, to incorpo-
rate mandatory human rights and environmental due 
diligence into their core business activities, including 
the adoption of measures aimed at preventing, miti-
gating or ceasing activities causing adverse impacts on 
human rights or environmental factors.  The directive 
also requires that in-scope companies establish climate 
change mitigation plans.  The CSDDD also introduces 
civil liability for companies that intentionally or negli-
gently fail to comply with the law’s obligations, aimed at 
protecting natural or legal persons.

uniform, mandatory set of disclosure and reporting obli-
gations relating to sustainability issues in connection 
with investment activity, including in the offering docu-
mentation and annual accounts for investment products.  
It mandates financial market participants to communi-
cate sustainability-related information to investors and 
requires disclosing how sustainability risks affect invest-
ments and the adverse impacts of such investments on 
the environment and society.  In practice, the SFDR splits 
the fund universe into three categories: Article 6 funds 
(i.e. non-ESG funds); Article 8 funds (which promote 
sustainability characteristics); and Article 9 funds 
(which include a sustainability objective).

	■ The Corporate Sustainability Report Directive 
(CSRD),8 which entered into force on 5 January 2023, with 
Member States having had until 6 July 2024 to imple-
ment its provisions into national law.  The rules apply 
on a phased basis between 2024 and 2028, with “large 
public interest companies” (with over 500 employees) 
the first to come in scope of these requirements.  The 
CSRD amends the requirements of the Non-Financial 
Reporting Directive (NFRD)9 by including a broader 
set of large companies, listed small and medium-sized 
enterprises (SMEs) and foreign companies generating 
a net turnover of more than €150 million in the EU and 
having a subsidiary undertaking or a branch in the EU.  It 
also requires more detailed reporting on ESG impacts, in 
particular on greenhouse gas (GHG) emissions. 

These three pieces of legislation are arguably the corner-
stones of the sustainability framework in the EU, but they are 
complemented by other pieces of primary and secondary legis-
lation, including (but not limited to):

	■ the Climate Benchmarks Regulation,10 in force since 23 
December 2020, which introduced two new types of 
benchmarks (i) an EU Climate Transition Benchmark, 
with a “decarbonisation trajectory” evidenced by a 
measurable, science-based and time-bound move-
ment towards alignment with the objectives of the Paris 
Agreement, and (ii) an EU Paris-Aligned Benchmark;

	■ delegated legislation to supplement the Taxonomy 
Regulation including (amongst others): the EU Taxonomy 
Climate Delegated Act,11 which classifies which activ-
ities best contribute to mitigating and adapting to the 
effects of climate change for the purpose of the Taxonomy 
Regulation, as amended by the  Amending Taxonomy 
Climate Delegated Act;12 the Environmental Delegated 
Act which sets out the other environmental objectives set 
out in the Taxonomy Regulation; and the Complementary 
Climate Delegated Regulation (CCD Regulation)13 
which sets out the conditions under which nuclear and 
natural gas energy activities can be included in the list of 
economic activities covered by the Taxonomy Regulation 
(amending the EU Taxonomy Climate Delegated Act); and

	■ amendments to existing secondary legislation relating 
to the Alternative Investment Fund Managers Directive 
(AIFMD),14 the Undertakings for Collective Investment 
in Transferable Securities (UCITS) Directive,15 and the 
Markets in Financial Instruments Directive (MiFID).16

These pieces of primary and secondary legislation are likely 
to be familiar to market participants, although in the case 
of the CSRD, relatively new in terms of implementation and 
application of the requirements.  There are, however, changes 
to come in the field of sustainability, which are likely to bring 
challenges.

With regard to the SFDR, on 14 September 2023, the EU 
Commission issued both public and targeted consultations17 
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(i) “entity-level disclosures”; and (ii) “product or portfolio-level 
disclosures”.

These disclosure rules have applied to in-scope UK asset 
managers with assets under management (AUM) of £50 billion 
or more since 1 January 2022 and from 1 January 2023 for firms 
with an AUM between £5 billion and £50 billion.  Firms with 
an AUM less than £5 billion are exempt from the reporting 
regime.  The FCA’s rules and guidance are set out within the 
ESG Sourcebook of the FCA Handbook.

The other main sustainability-related development in the 
UK is the introduction of rules relating to sustainability disclo-
sure requirements (SDR) and investment labels, providing for, in 
summary, the following:24  
(1)	 A general anti-greenwashing rule.  This rule will apply 

to all FCA-authorised firms and reiterates and reinforces 
the message that sustainability-related claims must be 
clear, fair and not misleading.

(2)	 Sustainability investment labels.  FCA-authorised firms 
may choose to use one of four product labels – Sustain- 
ability Focus, Sustainability Improvers, Sustainability 
Impact, and Sustainability Mixed Goals.  The FCA expressly 
states that the labels are not designed to be in a hierarchy.  

(3)	 Consumer facing disclosures.  These are intended to help 
consumers understand the key sustainability-related 
features of an investment product and must be set out 
in a standalone document.  Unlike for SFDR, there is no 
mandatory template for these disclosures. 

(4)	 Detailed disclosures.  These are targeted at a wider audi-
ence (institutional investors and consumers seeking 
more information) and take the form of: (i) product 
level precontractual disclosures (for example, in the 
fund prospectus); (ii) ongoing sustainability-related 
product level disclosures to be reported annually; and 
(iii) a sustainability entity report prepared at firm level 
addressing management of sustainability-related risks 
and opportunities. 

(5)	 Naming and marketing rules.  Where products are not 
using one of the four investment labels, these rules will 
restrict the use of certain sustainability-related terms 
(such as “ESG”, “green” or “sustainable”) in product 
names and marketing materials provided to retail 
investors.  

(6)	 Requirements for distributors (such as investment plat-
forms).  These are to ensure that product-level informa-
tion (including labels) is made available and is clear to 
consumers. 

These new rules apply only to investment managers that 
are FCA regulated and (other than the general anti-green-
washing rule) they do not apply to non-UK funds (although, 
certain of the rules, such as the anti-greenwashing rule, may 
apply to non-EU firms indirectly to the extent their funds are 
distributed by UK distributors who are subject to the require-
ments).  The FCA has also confirmed that firms and funds that 
are out of scope of the sustainability label rules may not apply 
them voluntarily.  In terms of timing, the general “anti-green-
washing” rule which applies to all FCA authorised firms has 
applied since 31 May 2024.  The FCA has also published final-
ised guidance on the anti-greenwashing rule.25

There is a phased implementation of the SDR from July 2024, 
with firms using product labels and those firms using sustain-
ability-related terms without product labels working to a 
slightly different timeline.  Firms could begin to use labels, with 
accompanying disclosures, from 31 July 2024, and the naming 
and marketing rules – with accompanying disclosures – apply 
from 2 December 2024 (subject to a short grace period until 2 
April 2025 in certain circumstances).  Ongoing product-level 

	■ A legislative proposal for a Regulation on the transpar-
ency and integrity of ESG rating activities, which will 
introduce a regulatory framework governing the activ-
ities of ESG rating providers operating in the EU.  The 
text of the legislation was finally agreed between the EU 
legislative bodies in November 2024.21  It introduces obli-
gations on ESG rating providers to ensure they charge 
clients fair, reasonable, transparent and non-discrimina-
tory fees, disclose details of their methodology and key 
rating assumptions, separate rating activity from busi-
ness activity, and declare conflicts of interest.  It envis-
ages amongst other things, that EU ESG rating providers 
must apply for authorisation from the European 
Securities and Markets Authority (ESMA), meet certain 
organisational requirements (for example, general prin-
ciples concerning their governance and their approach 
to rating methodologies and maintaining robust proce-
dures regarding their oversight function), and would 
be expected have robust conflicts of interest arrange-
ments in place.  The next step is for the Regulation to be 
published in the Official Journal of the European Union. 
It will enter into force 20 days after its publication in the 
Official Journal and apply 18 months following its entry 
into force.

	■ The introduction of guidelines for investment funds 
using ESG or sustainability-related terms (for example, 
“transition”, “climate”, “net zero”, “governance”, 
“impact”) in their names (Guidelines).  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 are relevant for all fund documentation 
and marketing communications and start applying from 
21 November 2024. 

The EU regulatory framework has endeavoured to promote 
and sympathetically regulate the development of sustainable 
finance, but many challenges remain to make economies and 
financial systems environmentally and socially sustainable.  
As the EU Parliamentary Report notes, the question of whether 
there is a trade-off between economic prosperity and sustain-
able development remains a crucial topic of debate.

UK
Although a great deal of existing EU legislation was “on- 
shored” into the UK statute book following the UK’s exit from 
the EU on 31 January 2020, this approach was not extended to 
any EU legislation taking effect after this time.  In the context 
of ESG, this means that the Taxonomy Regulation, the SFDR 
and the CSRD, as well as the amendments to existing legisla-
tion (i.e., the AIFMD, UCITS Directive and MiFID) are not part 
of UK law – regulating sustainable finance is an area where the 
UK and EU are following divergent paths.

Despite taking a different approach, the UK government 
remains committed to fighting climate change, endorsing 
the recommendations of the Task Force on Climate-related 
Financial Disclosures (TCFD) in 2017,22 and making the imple-
mentation of the TCFD proposals a central part of its 2019 
Green Finance Strategy.23 

The Financial Conduct Authority (FCA) has also intro-
duced climate-related disclosure requirements, aligned with 
the TCFD’s recommendations, for asset managers, life insurers, 
and FCA-regulated pension providers.  The disclosures include: 
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In light of these drivers, the SFC’s and HKEX’s efforts have 
been directed at: (i) the disclosure of listed companies’ envi-
ronmental information and climate-related risks; (ii) the inte-
gration by asset managers of climate change factors into their 
investment and risk management processes; and (iii) ensuring 
accurate product disclosure of green investments, consistent 
with international standards, and avoiding greenwashing.  Like 
regulations in other parts of the world, such as in the EU, the 
UK and Singapore, the rules in Hong Kong continue to develop 
and evolve to meet emerging needs.  At the time of writing, the 
following are the key measures that have been taken:

	■ ESG Reporting Guide for Hong Kong listed compa-
nies: the Hong Kong Stock Exchange published guide-
lines on mandatory reporting on ESG (ESG Reporting 
Guide),29 which came into effect on 1 July 2020.  The 
ESG Reporting Guide is currently applicable to Hong 
Kong listed companies and imposes two levels of disclo-
sure obligations: (i) mandatory disclosure requirements; 
and (ii) “comply or explain” provisions.  However, with 
effect from 1 January 2025, the ESG Reporting Guide will 
be amended and renamed to the Environmental, Social 
and Governance Reporting Code (ESG Reporting Code).  
Under the ESG Reporting Code, listed issuers will be 
required to make climate-related disclosures based on 
the IFRS S2 Climate-related Disclosures published by the 
International Sustainability Standards Board (ISSB) in 
June 2023.30

	■ SFC circular: the SFC released a circular to management 
companies of SFC-authorised unit trusts and mutual 
funds on “green” or “ESG” funds on 11 April 2019,31 which 
was subsequently amended on 29 June 2021.32  The 
circular sets out the SFC’s expectations on the “prod-
uct-level” disclosure obligations of SFC-authorised funds 
that incorporate ESG factors as their key investment focus 
with the goal of improving their comparability, transpar-
ency and visibility.  To accompany the circular, the SFC 
also set up a dedicated website to list all SFC-authorised 
funds that categorised themselves as ESG funds.

	■ Revised Fund Manager Code of Conduct: on 20 August 
2022, the Fund Manager Code of Conduct was revised 
to incorporate SFC requirements on Management and 
Disclosure of Climate-related Risks by Fund Managers,33 
which sets out amendments to the existing SFC Fund 
Manager Code of Conduct.  The document establishes 
high-level principles setting out the governance, invest-
ment management, risk management and disclosure 
obligations of fund managers with respect to climate 
risks.  The requirements largely reference the recommen-
dations of the TCFD – and notably allow for a two-tier 
approach (i.e., with baseline requirements for all fund 
managers and enhanced standards for fund managers 
with AUM exceeding a threshold of HK$8 billion).  

In late-2022, the SFC noted that it has largely achieved 
the objectives set out in the 2018 Strategic Framework, and 
moving forward will focus on: (i) enhancing corporate disclo-
sure standards, potentially embedding those of ISSB; (ii) moni-
toring the implementation of and enhancing existing climate 
risk-related measures; and (iii) developing a regulatory frame-
work for carbon markets.

More recently, the Hong Kong Monetary Authority (HKMA) 
published the Hong Kong Taxonomy for Sustainable Finance 
(HK Taxonomy) on 3 May 2024 for adoption in the local 
market.34  The HK Taxonomy, which provides a framework 
for classifying green activities, currently covers 12 economic 
activities in four sectors, namely (i) power generation, (ii) 

and entity-level disclosures for firms with AUM in excess of 
£50 billion commence on 2 December 2025 and the entity level 
disclosure rules are extended to firms with AUM over £5 billion 
from 2 December 2026.

The FCA has consulted on extending the SDR and label-
ling regime to portfolio managers, and initially intended to 
publish its final rules in the second half of 2024.  However, on 
29 September 2024, the FCA amended this timeline, and now 
intends to publish a Policy Statement and further information 
about implementation in Q2 2025.  The FCA has also indicated 
that it will consult on extending the regime to overseas funds.  
Initial indications were that the consultation would be launched 
in Q3 2024, but this deadline has not been met and the exact 
timing of this is unclear.

In terms of other developments, the FCA’s Business Plan 
2024–25,26 published in April 2024, makes it clear that sustain-
ability will remain a priority – with a focus on greenwashing, 
the transition to net zero, and the protection of nature.  Other 
plans include the development of a regulatory regime for ESG 
ratings providers, with the aim of improving transparency and 
promoting good conduct in the ESG ratings market in 2025.27  
The UK government consulted on a regulation of ESG ratings 
providers in 2023, and published its formal response on 14 
November 2024.28  The response confirms that the government 
will proceed with its proposal to bring the provision of ESG 
ratings within the scope of the UK regulatory perimeter.  Once 
legislation is passed, the FCA will then develop the standards 
and regulatory requirements that will need to be met by ESG 
ratings providers.

To date, the UK has predominantly focused on climate change, 
rather than the broader sustainability-related concerns that 
are the focus of the EU regulators and legislators, although the 
FCA has stated that it will “leverage the extensive work we have 
already done recently, and over the years, on governance, diver-
sity, culture and purpose”, and that it is “working actively with 
our international partners to develop robust and commonly 
agreed international standards on ESG that can serve global 
markets effectively”.

In summary, both the EU and UK legislative and regulatory 
bodies continue to focus on sustainability.  However, their 
divergent approaches mean that it will become increasingly 
complex to navigate the overlapping but distinct legal and 
regulatory requirements as they evolve.

Hong Kong
Hong Kong’s regulatory framework with regard to climate 
change and sustainable investment has gradually taken shape 
in recent years.  Although the Climate Action Plan 2030+ 
published by the Hong Kong Environmental Bureau in January 
2017 originally centred on green finance, the Hong Kong 
Securities and Futures Commission (SFC) and Hong Kong 
Exchanges and Clearing Limited (HKEX) have taken cues from 
international bodies and Mainland China to develop a regula-
tory agenda that goes beyond this initial focus.

There are three key drivers underlying Hong Kong’s regu-
latory agenda with respect to sustainable investment: (i) 
Mainland China’s status as a signatory to the Paris Agreement, 
the provisions of which apply to Hong Kong; (ii) the conviction 
of key regulators (including the SFC and HKEX) that climate 
change is a real threat and a source of financial risk to inves-
tors; and (iii) Hong Kong’s position as an international finan-
cial centre, which necessitates proactive engagement with 
financial participants on climate risk-related issues.
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process of developing mandatory climate reporting 
requirements for listed issuers and large non-listed 
companies, using requirements aligned with the 
ISSB standards.40  Beginning in FY2025, listed issuers 
will be required to report and file annual climate-re-
lated disclosures, with large non-listed companies 
being expected to do the same in FY2027. 

	■ The MAS has launched Gprnt (pronounced 
“Greenprint”) on 16 November 2023, an inte-
grated digital platform which aims to simplify ESG 
reporting by enabling businesses to automatically 
convert economic data into meaningful sustainabil-
ity-related data.  In its initial stages, Grpnt will focus 
on addressing reporting needs of small and medium 
enterprises, and will progressively scale its capabil-
ities and network of data sources to serve the needs 
of multi-national corporations, financial institutions 
and national authorities.  The intent is to support 
the generation of high quality ESG data to allow the 
financial sector to allocate capital towards green and 
transition initiatives more efficiently.41

	■ As financial market participants are increasingly 
integrating ESG data into their investment strate-
gies and risk management, the use of ESG ratings and 
data products has grown.  The MAS has implemented 
a Code of Conduct for ESG Rating and Data Product 
Providers on 6 December 2023 to establish base-
line industry standards on governance, transpar-
ency and management of conflicts of interest on the 
use of ESG ratings and data, so as to protect against 
greenwashing risks.42  This Code of Conduct is appli-
cable on a “comply or explain” basis, i.e., ESG rating 
and data product providers should comply with such 
code or explain their non-compliance.

	■ Green and transition solutions and markets
	 The MAS is also actively promoting green and transition 

financing solutions and markets:  
	■ This includes certain government grants to enhance 

the Sustainable Bond Grant Scheme and Sustainable 
Loan Grant Scheme, so as to offset the expenses 
incurred for external review of sustainable debt 
instruments such as green, social, sustainability, 
sustainability-linked and transition loans and 
bonds.  This has helped to spur significant growth in 
sustainable debt issuance out of Singapore.43 

	■ The MAS has also launched the Financing Asia’s 
Transition Partnership (FAST-P) which aims to mobi-
lise up to US$5 billion in collaboration with public, 
private and philanthropic sector partners to de-risk 
and finance green and transition projects in Asia.  The 
Singapore government will contribute concessional 
funding that is matched by similar funding from 
anchor partners, to catalyse private capital to achieve 
this target programme size.  As part of FAST-P, the 
MAS will be establishing three initiatives, namely the 
Energy Transition Acceleration Finance Partnership 
(ETAF), Green Investments Partnership (GIP), and 
Industrial Transformation Partnership (ITP), to 
address climate financing gaps and support the bank-
ability of green projects in Asia.44  

	■ Climate-resilient financial sector
	 In December 2020, the MAS published the Guidelines 

on Environmental Risk Management for Asset Managers 
(ENRM Guidelines).45  The ENRM Guidelines are largely 
aligned with the recommendations of the TCFD and cover 

transportation, (iii) construction, and (iv) waste manage-
ment.  The HK Taxonomy was developed based on the 
Common Ground Taxonomy,35 an in-depth comparison exer-
cise analysing the commonalities and differences between 
the EU and China taxonomies.  The expectation is that the HK 
Taxonomy would be interoperable with the EU Taxonomy and 
the China Taxonomy. 

Singapore
Singapore is actively harnessing finance as a force for good to 
transform economies, infrastructure and societies towards 
a greener, net zero world.  At the heart of this, Singapore’s 
political leadership has emphasised Singapore’s commit-
ment to combatting climate change at an accelerated pace.36  
Looking beyond its own “net zero by 2050” plans, Singapore 
aims to play a broader role in the climate change agenda by 
establishing itself as the premier financial hub for green and 
sustainable finance in Asia.37

Fundamental to fulfilling Singapore’s vision is the “Finance 
for Net Zero Action Plan” (FiNZ Action Plan), launched by 
the Monetary Authority of Singapore (MAS) in April 2023.  
The FiNZ Action Plan sets out MAS’ strategies to mobilise 
financing to catalyse net zero transition and decarbonisation 
efforts in Singapore and broader Asia.  A summary of these 
strategic outcomes is set out below:38

	■ Climate data and disclosures
	 The MAS has focused its regulatory agenda on 

promoting consistent, comparable and reliable climate 
data and disclosures, so as to safeguard against green-
washing risks:  

	■ The MAS’ Circular on the Disclosure and Reporting 
Guidelines for Retail ESG Funds (CFC 02/2022) 
came into effect on 1 January 2023.  All retail ESG 
funds must disclose their ESG investment objectives, 
approaches, criteria and metrics in their offering 
documents.  Additionally, such funds must periodi-
cally disclose their ESG-related investments and how 
their ESG objectives have been met.

	■ The Singapore-Asia Taxonomy (Singapore-Asia 
Taxonomy) was published on 3 December 2023 and 
is among the first globally to introduce the concept 
of a “transition” category.39  The Singapore-Asia 
Taxonomy adopts a “traffic light” system which clas-
sifies economic activities and projects as “Green” 
(environmentally sustainable), “Amber” (transition) 
or “Ineligible” based on their contributions to at least 
one of the Taxonomy’s five environmental objectives 
while not causing significant harm to the remaining 
objectives.  These environmental objectives, which 
are aligned with those of the EU Taxonomy, are as 
follows: (1) climate change mitigation; (2) climate 
change adaptation; (3) protect healthy ecosystems 
and biodiversity; (4) promote resource resilience 
and circular economy; and (5) pollution prevention 
and control.  It should be noted that the Singapore-
Asia Taxonomy currently only sets out economic 
activities and technical screening criteria in respect 
of the objective of climate change mitigation.  The 
remaining four objectives will be introduced in 
future iterations of the Singapore-Asia Taxonomy.  
As the Singapore-Asia Taxonomy is not mandatory 
or implemented in any regulation, the application of 
the Singapore-Asia Taxonomy is currently voluntary.

	■ The Accounting and Corporate Regulatory Authority 
and the Singapore Exchange Regulation are in the 
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activities and proxy voting practices.  These state officials have 
questioned the use of ESG factors on several fronts, including 
whether ESG practices represent a conflict of interest and 
a breach of fiduciary duties.  State officials have also ques-
tioned whether there are antitrust concerns arising from, for 
example, commitments to developing investment practices 
addressing climate change and the de-carbonisation goals of 
the Paris Agreement. 

The SEC’s Climate Change Disclosure Rules

On 6 March 2024, the SEC adopted, by a 3–2 vote, its long-
awaited comprehensive rules for enhancing and standardising 
climate-related disclosures by US public companies in periodic 
disclosure reports and in registration statements for public 
offerings (Climate Change Disclosure Rules).48  

The Climate Change Disclosure Rules were first proposed 
in March 2022 and generated a significant response from 
industry participants, environmental groups, policymakers 
and others.  Following concerns that the proposed rules would 
be overly burdensome, costly and subject to legal challenge, 
the SEC significantly pared back the scope of the Climate 
Change Disclosure Rules, such as by limiting the require-
ment to disclose greenhouse gas emissions to larger reporting 
companies and eliminating the Greenhouse Gas Protocol 
(GHG) Scope 3 emissions disclosure requirement altogether.  
Nonetheless, within a week of adoption, several petitions were 
filed by public and private actors in various US federal courts 
to challenge the Climate Change Disclosure Rules (relating to, 
among other things, the SEC’s authority to adopt the rules).  
As of the date of this publication, these legal challenges are 
pending, although the SEC has stayed the implementation of 
the Climate Change Disclosure Rules pending judicial review.  

If implemented, the Climate Change Disclosure Rules 
would represent a major expansion of the SEC’s disclosure 
regime.  The Climate Change Disclosure Rules would address 
climate-related risk by:

	■ mandating new disclosures to be made in annual reports 
and in registration statements regarding the oversight 
of climate-related risk, climate-related impacts on busi-
ness, and GHG emissions;

	■ requiring “large accelerated filers” and “accelerated 
filers” to provide attestations of their disclosure of GHG 
Scope 1 and Scope 2 emissions (notably, the final rules do 
not require disclosure of Scope 3 emissions); and

	■ requiring certain climate-related disclosure in the notes 
to registrants’ financial statements. 

However, even if the SEC succeeds in its current litiga-
tion, the incoming Trump Administration could nonetheless 
rescind the Climate Change Disclosure Rules.  

The SEC’s proposed ESG rules for investment funds 
and managers 

On 25 May 2022, the SEC proposed a framework requiring 
US-registered investment companies and business devel-
opment companies and certain US-registered invest-
ment advisers to disclose their ESG investment practices 
(Proposal).49  The Proposal came in the wake of substan-
tial scrutiny by the SEC and its staff of disclosure practices 
involving ESG investment strategies.  The Proposal was 
intended to promote “consistent, comparable, and reliable” 
information to investors and to facilitate informed deci-
sion-making related to ESG investment products and strategy 

the areas of: (i) governance and strategy; (ii) research and 
portfolio construction; (iii) risk management; and (iv) 
stewardship and disclosure.  The ENRM Guidelines have 
since been supplemented by information papers in May 
2022 that highlight certain good and bad practices in 
asset management, as well as areas where further work 
is required, which serves as a reference point for asset 
managers when managing environmental risk.

	■ Credible transition plans
	 The MAS issued consultation papers on 18 October 2023 

where it proposed certain supervisory guidelines on tran-
sition planning for asset managers to support the global 
transition to a net zero economy (TPG Guidelines).  The 
TPG Guidelines sets out the MAS’ expectations for asset 
managers to put in place sound transition planning 
processes to drive climate change mitigation and adap-
tation measures by their clients and/or investee compa-
nies.  In particular, the TPG Guidelines are intended to 
supplement the ENRM Guidelines by providing further 
specificity with respect to asset managers’ transition 
planning processes.46 

In summary, Singapore has made significant strides in the 
ESG space so as to position itself as a hub for green finance 
and ESG investing in Asia.  Singapore continues to monitor 
the latest ESG trends and initiatives globally to strengthen its 
own sustainable investment regulatory framework, and has 
actively fostered international cooperation in the ESG space to 
drive cross-border green and transition financing.47

United States
In the US, political power is divided between the federal 
government and the states.  At the federal level, the US has 
lagged behind many other jurisdictions, including the EU and 
UK, in adopting legislation or regulations relating to ESG and 
sustainable finance in the asset management industry.  The US 
Securities and Exchange Commission (SEC), under Chair Gary 
Gensler, had proposed two sets of significant rules that would: 
(i) establish uniform climate risk disclosure standards for US 
public reporting companies; and (ii) impose ESG disclosure 
requirements on certain US investment funds and investment 
managers.  As of the date of this publication (November 2024), 
however, only one set of rules has been adopted, although the 
SEC has stayed their implementation pending judicial review 
relating to litigation that, among other things, challenged the 
SEC’s authority to adopt the rules.  The other set of rules was 
never adopted and, with the recent presidential elections in 
the US, may never be adopted.  

The SEC has, however, adopted rule amendments that 
standardise fund-naming conventions and require funds that 
include terms in their names indicating that their invest-
ment decisions incorporate one or more ESG factors (such 
as “socially responsible investing” or “green”) to invest a 
minimum percentage of their assets in companies with the 
particular characteristics suggested by their names.  Funds 
will generally be required to comply with these new require-
ments in late 2025.  

There has been far more activity at the state level within 
the US.  Some state governments are attempting to prohibit 
the investment of state funds (including state pension funds) 
with managers or funds that boycott certain industries, such 
as fossil fuels and firearms, while other states choose to only 
invest with managers or funds that limit their exposure to 
fossil fuels, for example.  Moreover, as discussed above, “red 
state” attorneys general and other US government officials 
have been increasingly critical of ESG-related investment 
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country or geographic region suggested by its name (80%  
Investment Policy).

On 20 September 2023, the SEC adopted amendments to 
the Names Rule (Names Rule Amendments).  Among other 
things, the Names Rule Amendments expanded the scope of 
funds subject to the Names Rule by requiring a fund to adopt 
an 80% Investment Policy if its name suggests a focus  “in 
investments that have, or whose issuers have, particular char-
acteristics”.  The Names Rule Amendments identify terms 
indicating that a fund’s investment decisions incorporate one 
or more ESG factor(s) as examples of names indicating a focus 
on investments or issuers having particular characteristics.  
For these purposes, the term “ESG” would include terms such 
as “socially responsible investing”, “sustainable”, “green”, 
“ethical”, “impact” or “good governance” to the extent that 
they describe E, S and/or G factors that may be considered 
when making an investment decision.  In expanding the scope 
of the Names Rule to capture funds that include terms in their 
names indicating that their investment decisions incorpo-
rate one or more ESG factors, the SEC was seeking to address 
potential investor confusion and “greenwashing” concerns.   

Under the Names Rule Amendments, funds will retain some 
flexibility in defining the contours of their required 80% 
Investment Policies, ascribing definitions to the terms used 
in those policies, and determining (in many instances) what 
investments are appropriate to include in the 80% Investment 
Policy “basket”.  However, any investment focus-related 
terms used in a fund’s name will be required to be defined 
“consistent with those terms’ plain English meaning or estab-
lished industry use”.

The Names Rule Amendments became effective on 11 
December 2023.  However, the SEC adopted a fairly lengthy 
compliance period.  For example, fund groups with net assets 
of $1 billion or more will have 24 months to comply with the 
amendments (i.e., on or before 10 December 2025).

US Employee Retirement Income Security Act of 1974 
(ERISA)  

ERISA is a complex regulatory scheme generally applicable to 
private sector US employee benefit plans and certain invest-
ment vehicles in which such plans invest (Plans).  ERISA 
imposes stringent fiduciary duties on any person with discre-
tionary control over the management of a Plan’s assets or who 
renders ERISA defined “investment advice” with respect to 
such assets (Fiduciary).

ERISA requires a Fiduciary to act prudently, “solely in the 
interest” of the Plan’s participants and beneficiaries, and “for 
the exclusive purpose” of providing benefits under the Plan.  
Under this standard, in managing a Plan’s assets or choosing 
investment products for the Plan, a Fiduciary cannot subordi-
nate the financial interests of Plan participants to achieve ancil-
lary ESG- or sustainability-related goals.  The issue of consid-
ering ESG and sustainability factors in a Fiduciary’s investment 
decisions has become increasing politicised.  For example: 

	■ Under both Republican and Democratic administra-
tions, the US Department of Labor (DOL), the US agency 
responsible for interpreting and enforcing ERISA, has 
issued regulatory guidance addressing the extent to 
which ESG factors can be used to support a position 
that a given investment is in the best economic interest 
of the Plan (and the extent ESG factors can be used as a 
“tiebreaker” when investments are otherwise substan-
tially identical).

offerings.  In particular, the Proposal would seek to change 
existing disclosure practices by (among other provisions): 

	■ expressly requiring ESG-related disclosures in fund 
prospectuses and annual reports and investment adviser 
regulatory filings (where funds and strategies use ESG 
investment techniques); 

	■ implementing a standardised approach for certain types 
of ESG funds to disclose their ESG investing processes; 
and

	■ for the first time, requiring the disclosure of GHG emis-
sions data in certain circumstances.

The disclosure requirements would vary depending upon 
whether a fund is categorised as an “integration fund”, 
“ESG-focused fund” or “impact fund”, which would be defined 
as follows:

	■ Integration funds: An integration fund would be 
defined as a “fund that considers one or more ESG factors 
alongside other, non-ESG factors in its investment deci-
sions, but those ESG factors are generally no more signif-
icant than other factors in the investment selection 
process, such that ESG factors may not be determinative 
in deciding to include or exclude any particular invest-
ment in the portfolio”.  

	■ ESG-focused fund: An ESG-focused fund would be 
defined as a “fund that focuses on one or more ESG factors 
by using them as a significant or main consideration (1) 
in selecting investments or (2) in its engagement strategy 
with the companies in which it invests”.  This includes 
“any fund that has a name including terms indicating 
that the fund’s investment decisions incorporate one or 
more ESG factors”, and any fund whose sales literature 
or advertisements “indicate that the fund’s investment 
decisions incorporate one or more ESG factors by using 
them as a significant or main consideration in selecting 
investments”.  

	■ Impact funds: Impact funds would be a sub-set of 
ESG-focused funds and would be defined as ESG-focused 
funds “that seek to achieve a specific ESG impact or 
impacts”.  

The SEC also proposed to amend Form ADV Part 2A to require 
registered investment advisers that consider ESG factors as 
part of their advisory business to disclose information similar 
to that required in fund registration statements and annual 
reports.  Specifically, the Proposal would require registered 
advisers to provide: a description of the ESG factors considered 
in providing advisory services and how they are incorporated; 
and, if ESG factors are considered when selecting, reviewing or 
recommending portfolio managers, a description of the factors 
considered and how they are incorporated.

These rules have not been adopted and, with the recent presi-
dential elections in the US, may never be adopted.  

The SEC’s “Names Rule” amendments

Section 35(d) of the Investment Company Act of 1940 
prohibits a US-registered investment company or business 
development company from adopting any word or words as 
part of its name or title that the SEC finds materially decep-
tive or misleading.  The SEC adopted Rule 35d-1 (Names 
Rule) under Section 35(d) in 2001 to meet this objec-
tive.  The Names Rule deems certain types of fund names 
to be materially deceptive or misleading for the purposes 
of Section 35(d) unless certain conditions are satisfied, 
such as the adoption of a policy to invest at least 80% of a 
fund’s assets in the particular type of investment, industry, 
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	■ While the DOL has consistently indicated that ERISA 
does not necessarily prohibit Fiduciaries from making 
investment decisions that reflect ESG and sustainability 
factors, but cautioned that Fiduciaries may not subordi-
nate the interests of Plans to further ESG and sustaina-
bility goals, the DOL guidance under different admin-
istrations has disagreed as to the extent to which ESG 
and sustainability factors may be used to support a 
Fiduciary’s investment decision.

The DOL’s currently effective guidance reiterates that a 
Fiduciary always has a duty under ERISA to act as a prudent 
expert in making investment decisions and retains the core 
principle that a Fiduciary must focus on relevant risk-re-
turn factors and cannot subordinate the interests of partici-
pants and beneficiaries under the Plan.  However, the current 
guidance also addresses the concern that the prior adminis-
tration’s guidance may have had the effect of discouraging 
consideration of ESG and sustainability factors even where it 
is in the financial interest of the Plans to consider such factors.  
The current guidance makes it clear that a Fiduciary’s invest-
ment decision must be based on factors relevant to a risk and 
return analysis and such factors may include ESG and sustain-
ability factors.  However, with the recent presidential elections 
in the US, this guidance may continue to evolve.

State-level legislation

Investment managers looking to market products that 
consider sustainability or ESG factors across different state 
and national jurisdictions need to be cognisant of state laws 
in the US that prohibit or require the incorporation of sustain-
ability or ESG factors into the investment process.  A number 
of states have adopted legislation prohibiting forms of ESG 
investing.  These “anti-ESG” rules generally fall into two cate-
gories: boycott bills; and legislation prohibiting forms of ESG 
investing.  The rapid adoption of these rules by Republican-
dominated legislatures reflects an underlying concern that 
consideration of ESG factors unnecessarily favour polit-
ical and social causes at the expense of shareholder return.  
Boycott bills aim to prevent state assets from being used to 
invest in, or do business with, financial institutions that 
boycott certain favoured industries in a state, such as fire-
arms, fossil fuels, and certain mining, agricultural, and timber 
practices.  For example, Arkansas has a rule that requires state 
pension plans to divest from certain financial institutions 
that boycott the energy, fossil fuels, firearms, or ammunition 
industries.  Rules prohibiting forms of ESG investing seek to 
prevent public entities such as agencies or state pension funds 
from considering ESG criteria when investing state assets.  
For example, North Dakota prohibits the investment of state 
funds for the purpose of “social investment”.  In one instance, 
the asset management industry has successfully challenged 
one of these state rules in US federal court.50  

Conversely, states under Democratic control have been 
proactive in promoting ESG investing.  Certain states have 
enacted laws permitting public fund managers to incorpo-
rate non-financial criteria into their investment strategies.  
For example, Illinois and Maryland have incorporated ESG and 
other non-pecuniary criteria in making investment decisions 
with regard to state funds.  Additionally, certain states have 
passed legislation prohibiting public investments in compa-
nies or industries deemed environmentally or socially detri-
mental by the government.  For example, Connecticut and 
Maine have even taken the step of divesting public dollars 
from being invested in the firearms or fossil fuel industries, 
respectively.  

Managers should be aware that EU-mandated disclosure 
requirements bring ESG and/or sustainability investment 
activities to light that may run afoul of conflicting state laws 
in the US. 
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Dechert is a leading international law firm with approximately 1,000 
lawyers in 21 offices.  Around 200 lawyers are dedicated to funds and 
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