CORPORATE & INSTITUTIONAL

Sustainability
Markets Insights

Shifting sands — News bulletin for Q1 2025

14 March 2025
Edition 3

This Newsletter and any recommendations should be treated as a marketing
communication for the purposes of UK law. Consequently, it has not been

prepared in accordance with legal requirements designed to promote the
independence of investment research and is not subject to any prohibition on
dealing ahead of the dissemination of investment research.

LLOYDS



Shifting sands

Introduction

In this edition, we present a news bulletin of

sustainable finance themes related to stewardship,

data, defence and nuclear.

The items have been chosen to shine a light on
where sustainable investment policies and
methodologies might be caught in the shifting sands
of regulation and geopolitics. We hope this provides
insights that your organisation can reflect on.

Stewardship

SEC gets more stringent on
stewardship

The SEC (Securities and Exchange
Commission) has updated staff guidance
affecting investors seeking to influence actions
and policies at a company in which they have
>5% ownership.!

This is not specific to sustainability, instead
going much broader. However, the update was
reported to stop BlackRock and Vanguard in
their ESG-related stewardship tracks.2

Key consideration

How will this play out for shareholder
rights and sustainability engagements?

Asset Owners Statement on
Climate Stewardship

Developed for asset managers and signed by
27 asset owners as of 7 March 2025.3

The statement details principles on systemic
and policy engagement, collaborative
initiatives, prioritisation for impact,
approaches to voting and resourcing of the
stewardship function.

Key consideration

Where might applying these principles
help to achieve financial and sustainability
ambitions?

1SEC.GOV. Exchange Act Sections 13(d) and 13(g) and Regulation 13D-G Beneficial Ownership Reporting. Ref- Questions 103.11
and 103.12, 11 February 2025

2Financial Times. BlackRock and Vanguard halt meetings with companies after SEC cracks down on ESG, 19 February 2025
3The People’s Pension. Asset owner statement on climate stewardship, 13 February 2025


https://www.gibsondunn.com/passive-aggressive-investor-significant-new-sec-staff-interpretive-guidance-on-schedule-13g-eligibility/
https://www.ft.com/content/533f9322-f098-4b82-823f-a7a8ef9350f1
https://thepeoplespension.co.uk/pension/basics/investments/responsible-investment/asset-owner-statement-on-climate-stewardship/

Data

The EU Omnibus shrinks
sustainability reporting
expectations

The proposed reduction of the EU’s
sustainability-related regulation? is seen by
many as a step back for integration. Much
remains in place though and CSRD (Corporate
Sustainability Reporting Directive), CSDDD
(Corporate Sustainability Due Diligence
Directive) and EU Taxonomy are still deemed a
step-up from business-as-usual.

Key consideration

What does this change in data expectations
mean for investors’ assessments,
engagements and disclosure requirements?

ESG Ratings Regulation

Initiatives to support transparency and manage
conflicts of interest have led to the regulation
of ESG ratings providers operating in the EU
and UK.

The ESMA-governed ESG Ratings Regulation
will apply from July 2026°, and the FCA-
governed Draft Statutory Instruments for ESG
Ratings® closed for technical comment in
January 2025, so we anticipate action soon.

Key consideration

How will both disclosure and ESG ratings
regulation impact the use of external ESG
ratings and scores by investors and issuers?

Topical

Defence

In the UK, the past week has seen pressure
being put on asset managers by 103 Labour MPs
and peers to invest in defence, suggesting that
sustainable investment rules are stifling the
sector’s access to funding.”

Amongst remarks from investors is the
distinction between conventional weapons,
controversial weapons, ESG and ethical. On 11th
March, the FCA stated that their sustainability
labelling rules do not prevent investment in, or
finance for, defence companies.8

Key consideration

Where does your firm draw the line? How
does this compare to peers?

Nuclear

On 5 March 2025, Korea Hydro and Nuclear
Power Co. raised HKD1.2bn ($154m) in the first
‘nuclear’ green bond in Asia. Other ‘nuclear’
green bonds include: Canadian companies Bruce
Power (2021) and Ontario Power Generation
(OPG) (2022), EDF as the first European issuer
(2023) and Constellation as the first in the US
(2024).°

Nuclear was included under certain conditions
as a transitional activity in the Complementary
Delegated Act of the EU Taxonomy Regulation
in 2022. In 2024, several Canadian banks added
nuclear as an eligible category into their
Sustainable Bond Frameworks.

Key consideration

How do you make sense of the technology
in the context of cost, timeliness and
environmental and social impact?

4 EU Commission. Commission proposes to cut red tape and simplify business environment, 26 February 2025
5EU Commission, https://eur-lex.europa.eu/eli/reg/2024/3005/0j/eng, 27 November 2024

6 Gov.UK, Draft Statutory Instruments for ESG Ratings, 14 November 2025

7Media coverage includes FT, The Times, The Telegraph, BBC, Sourced 11 March 2025

8 FCA. Our position on sustainability regulations and UK defence, 11 March 2025

9 Environmental Finance. KHNP issues first ‘nuclear’ green bond in Asia, 6 March 2025


https://commission.europa.eu/news/commission-proposes-cut-red-tape-and-simplify-business-environment-2025-02-26_en
https://eur-lex.europa.eu/eli/reg/2024/3005/oj/eng
https://assets.publishing.service.gov.uk/media/6735d7392469c5b71dbc7b10/The_Financial_Services_and_Markets_Act_2000__Regulated_Activities___Amendment___No._2__Order_2024_-_Draft_Statutory_Instrument.pdf
https://www.ft.com/content/cc39c443-ce24-48b0-ba4a-7b6b0a77508f
https://www.thetimes.com/business-money/companies/article/labour-mps-urge-investors-to-back-defence-companies-dk35rlr9d?msockid=0baed51155916bf01b5bc0b7546b6a6c
https://www.telegraph.co.uk/business/2025/03/06/top-pension-funds-refuse-to-back-defence-industry/?msockid=0baed51155916bf01b5bc0b7546b6a6c
https://www.bbc.co.uk/news/articles/clydjk2454qo
https://www.fca.org.uk/news/statements/our-position-sustainability-regulations-and-uk-defence
https://www.environmental-finance.com/content/news/khnp-issues-first-nuclear-green-bond-in-asia.html

Conclusion

The volume of sustainability-related news and its
positioning alongside geopolitics has felt
particularly high in the last month. Deciphering
the evidence available day-to-day will require
collaboration within and between organisations.
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These recommendations should be treated as a marketing communication for the purposes of UK law. Consequently, it has
not been prepared in accordance with legal requirements designed to promote the independence of investment research
and is not subject to any prohibition on dealing ahead of the dissemination of investment research.

By accessing, viewing or reading this Communication you confirm, represent, warrant and undertake that you understand,
acknowledge and agree to comply with the contents of this disclaimer.

This communication (1) does not constitute or form part of any offer to sell or an invitation to subscribe for, hold or
purchase any securities or any other investment; (2) shall not form the basis of or be relied on in connection with any
contract or commitment whatsoever; (3) is provided for information purposes only and is not intended to form, and should
not form, the basis of any investment decision; (4) is not and should not be treated as investment advice, investment
research or a research recommendation; (5) has been prepared by, is made by, and is subject to the copyright of, Lloyds
Bank Corporate Markets plc (‘Lloyds Bank’) and may not, in whole or in part, be reproduced, transmitted, stored in a
retrieval system or translated in any other language without the prior written consent of Lloyds Bank; (6) is intended only for
and directed at persons who are not classified as an EU Retail Investor in the European Economic Area (EEA) and for these
purposes an “EU Retail Investor” means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article
4(1) of Directive 2014/65/EU (as amended, “EU MiFID II”) or (ii) a customer within the meaning of Directive 2016/97 (as
amended, the “EU Insurance Distribution Directive”), where that customer would not qualify as a professional client as
defined in point (1) of Article 4(a) of MiFID Il) (7) is intended only for and directed at persons who are not classified asa UK
Retail Investor in the United Kingdom (“UK”) and for these purposes “UK Retail Investor” means a person who is one (or
more) of: a retail client, as defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it forms part of domestic law
by virtue of the European Union (Withdrawal) Act of 2018 (“EUWA”); (ii) a customer within the meaning of the provisions of
the Financial Services and Markets Act 2000 (the “FSMA”) and any rules or regulations made under FSMA which were relied
on immediately before exit day to implement the EU Insurance Distribution Directive, where that customer would not
qualify as a professional client as defined in point (8) of Article 2(1) of Regulation (EU) No 600/2014 as it forms part of
domestic law by virtue of the EUWA; (8) is confidential, intended only for the internal use of authorised recipients and may
not be disclosed, reproduced or redistributed, in whole or in part, to a third party without the prior written consent of
Lloyds Bank; (9) is in summary form, is based on current public information, and although Lloyds Bank has exercised
reasonable care in its preparation, no representation or warranty, express or implied, is made as to the accuracy, reliability
or completeness of the facts and date contained herein by Lloyds Bank, its group companies and affiliates, and its or their
directors, officers, employees, associates and agents (altogether, “Lloyds Bank Persons”).

The information contained in this Communication has not been independently verified by Lloyds Bank. The information and
any opinions in this Communication are subject to change at any time and Lloyds Bank is under no obligation to inform any
person of any such change.

This Communication may refer to future events which may or may not be within the control of Lloyds Bank Persons, and no
representation or warranty, express or implied, is made as to whether or not such an event will occur.

To the fullest extent permitted by applicable law, regulation and rule of regulatory body, Lloyds Bank Persons accept no
responsibility for and shall have no liability for any loss in relation to this Communication, however arising whether direct,
indirect, consequential or loss of profit. Lloyds Bank Persons may have an interest in any financial material mentioned in this
Communication.

In Australia, LBCM does not hold an Australian financial services licence (AFSL) and is exempt from the requirement to hold
an AFSL. LBCM is authorised by the Prudential Regulatory Authority (PRA) and is regulated by the PRA and the Financial
Conduct Authority under the laws of the United Kingdom, which differ from Australian laws. LBCM is not an authorised
deposit-taking institution under the Banking Act 1959 (Cth). Any services provided in Australia or to Australian customers are
intended for Wholesale Clients only (as defined under the Corporations Act 2001.

Lloyds Banking Group plc and its subsidiaries may participate in benchmarks in any one or more of the following capacities;
as administrator, submitter or user. Benchmarks may be referenced by Lloyds Banking Group plc for internal purposes or
used to reference products, services or transactions which we provide or carry out with you. More information about Lloyds
Banking Group plc’s participation in benchmarks is set out in the Benchmark Transparency Statement which is available on
Lloyds Bank website.

Lloyds Bank is a trading name of Lloyds Bank plc, Bank of Scotland plc, Lloyds Bank Corporate Markets plc and Lloyds Bank
Corporate Markets Wertpapierhandelsbank GmbH. Lloyds Bank plc. Registered Office: 25 Gresham Street, London EC2V
7HN. Registered in England and Wales no. 2065. Bank of Scotland plc. Registered Office: The Mound, Edinburgh EH11YZ.
Registered in Scotland no. SC327000. Lloyds Bank Corporate Markets plc. Registered office 25 Gresham Street, London
EC2V 7HN. Registered in England and Wales no. 10399850. Authorised by the Prudential Regulation Authority and regulated
by the Financial Conduct Authority and the Prudential Regulation Authority under registration number 119278, 169628 and
763256 respectively. Lloyds Bank Corporate Markets Wertpapierhandelsbank GmbH is a wholly-owned subsidiary of Lloyds
Bank Corporate Markets plc. Lloyds Bank Corporate Markets Wertpapierhandelsbank GmbH has its registered office at
Thurn-und-Taxis Platz 6, 60313 Frankfurt, Germany. The company is registered with the Amtsgericht Frankfurt am Main,
HRB 111650. Further regulatory information is available via https://www.lloydsbank.com/business/corporate-
banking/important-information/commercial-banking-regulatory-information.html.

Lloyds Bank is reliant upon third party data sources to support the disclosure of environmental, social and governance
(“ESG”) information and data within this Communication and in the context of any ESG support offered. The data relied
upon may be produced based on methodologies which are not transparent to Lloyds Bank and both the data and the
methodology used are subject to change without notice which may impact the integrity of any ESG support. The regulatory
environment impacting investors’ ESG reporting obligations and attitudes towards investee companies is complex and fast
paced. Accordingly, any ESG support is intended to be generic in nature, and not specific to a determination as regards the
materiality or financial impact of a company’s ESG performance for any specific investor. Any ESG support provided is not
intended to constitute regulated investment advice and accordingly, any investor protection regimes afforded to regulated
advice do not apply to this service. Lloyds Bank corporate support services are not a substitute for you obtaining
independent verification and advice on the accuracy of ESG and / or sustainability disclosures and the ability to substantiate
such statements.


https://www.lloydsbank.com/business/corporate-banking/important-information/commercial-banking-regulatory-information.html
https://www.lloydsbank.com/business/corporate-banking/important-information/commercial-banking-regulatory-information.html
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