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5 Predictions for 2025

As we turn our attention to the new year, UKSIF’s CEO, James Alexander, shares his perspective on the key
trends and themes which will shape the sustainable finance industry in 2025, ranging from sector
developments to key regulatory and policy changes.

e 2024 in review — UK sustainability highlights
o The former Chancellor Jeremy Hunt extended the North Sea oil and gas windfall tax
The UK government opted to regulate ESG rating providers
The new Labour government committed to a number of green energy pledges

An electricity superhighway between Scotland and England was approved
The PLSA published plans for mobilising investment into UK productive finance
COP29 sees rich nations pledge $300 billion annually to developing nations

What we expect to see in 2025:
1. Energy transition picks up pace in the UK.

“We are hopeful that the UK’s energy transition will pick up pace in 2025. Analysis by the Climate
Change Committee in July 2024 showed that the UK is off-track to hit our net-zero targets, and
emissions reductions must accelerate. The National Wealth Fund, having subsumed the UK
Investment Bank, is apparently ready to begin investing immediately. GB Energy, on the other hand,
will likely take longer to set up, even two or three years, and its initial funding of £100mn over the first
two years will likely be insufficient to make a serious dent. Both GB Energy and the National Wealth
Fund must do all in their power to leverage private finance which is the only way to deliver the
transition.”James Alexander, CEO at UKSIF

2. Pensions reform and consolidation

“Measures to consolidate pensions do have the potential to unlock greater investment, and that’s
going to be very important for decarbonising the UK economy, which by the government’s own
estimations will require an additional £50-60bn per year in the 2020s and 2030s. It is also broadly
good for customer value, with ‘megafunds’ able to devote more resources to risk, data and
stewardship activities. This will not, however, guarantee that more money flows into the UK. The most
important way to ensure pension funds from the UK and elsewhere invest in the UK is to make the UK
as investable as possible. That means removing barriers to investment such as long waits for planning
permission, lacking grid connections, and uncertainty over sector decarbonisation plans. That, in
combination with pensions consolidation, would be immensely powerful.” James Alexander, CEO of
UKSIF

3. Election of Donald Trump reconfigures the flow of sustainable investment.

“While the US election might have sent a very concerning signal about the commitment of the world’s
largest economy to the Paris Agreement, the global transition is an opportunity that others will take,
including many in the US, regardless of who is in the White House. For the last few years, the Inflation
Reduction Act (IRA) has hoovered private capital across the Atlantic, and US-based green investments
from energy projects to electric cars have seen huge growth. If the incoming Trump administration
does not seek to capitalise on the wealth of green investment available in 2025, the UK should stand
ready to take up the mantle of green leadership.” James Alexander, CEO of UKSIF

4. The FCA's sustainability labels (SDR) will continue to be a key theme occupying FS professionals.




“UKSIF is pleased to see more and more funds announcing their successful attainment of SDR labels,
and we hope this will continue throughout 2025. A few changes are anticipated including the
extension of SDR to portfolio management, and a similar extension to overseas funds, with both
consultations expected in 2025. We also anticipate an ongoing regulatory 'ping pong effect' between
SFDR and SDR, with the former being reviewed by the European Commission by next summer and SDR
bedding in further and hopefully helping influence the SFDR review. SDR in turn may look to draw on
the next iteration of SFDR in time post-review.”

James Alexander, CEO of UKSIF
5. ISSB adoption and hopes here for renewed momentum in UK

“The Chancellor announced in her Mansion House speech that the government would consult on
requiring large companies to disclose in line with ISSB through the UK Sustainability Reporting
Standards (SRS). It is our firm hope that we see tangible progress on ISSB adoption in 2025 and we will
be feeding insights from members into the consultation in due course.”

James Alexander, CEO of UKSIF, is available to provide on-the-record insights on the topics above. Please
do get in touch with FTI Consulting for further information: uksifmedia@fticonsulting.com
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