U.S. ESG REGULATORY UPDATE NEWSLETTER — Q3 2024

Asset Managers operating in the U.S. continued to be challenged by regulatory uncertainty with the current SEC
proposals on hold and a presidential election looming. Those operating in global jurisdictions are dealing with updates
to their EU SFDR product ranges to meet the upcoming ESMA naming guidelines, the potential adoption of fund
investment labels under the UK’s Sustainable Disclosure Regulation (SDR) and interpretation and preparations for
corporate reporting under the Corporate Sustainability Reporting Directive (CSRD). Despite ongoing polarization at the
State-level, demand for ESG Integrated and Impact investment products continues. Recognizing this trend, regulators
(led by the SEC and DOL) continue to levy fines on Asset Managers whose ESG and sustainability marketing claims do
not accurately represent their investment practices.

EREGULATORY UPDATES

ESMA Finalized Guidelines on ESG Fund
Names; SEC Names Rules Effective Starting
Dec 2025

N

In keeping with the global regulatory trend
to mitigate greenwashing risks, the
European Securities and Markets Authority
(ESMA) published its final naming
guidelines, requiring funds to meet an 80%
threshold for investments tied to ESG-
related terms, i.e., 80% of assets must be
used to meet the ESG characteristics or
sustainable investment objectives set forth
in the investment strategy.

Funds with an Environmental, Impact or
Sustainable-related name (or derivations of
those) are further mandated to exclude firms
who obtain more than 1% of revenues from
coal, 10% from oil or 50% from gaseous fuels
in accordance with the Paris-Aligned
Benchmark (PAB) standards.

4,790 funds with over EUR 2 trillion in
assets under management are expected to
comply with the new rules by November 21,
2024. Existing funds have an added 6-
month grace period to change the name or
make the necessary divestments for
compliance.

The ESMA guidelines are comparable to the
Names Rule which the SEC finalized in Q4
2023; U.S. firms with greater than $1bn in
AUM have until December 2025 to comply.

While broader ESG rulemaking has slowed
in an U.S. election year (including the
disbandment of the SEC’s ESG Task Force),
these developments highlight the ongoing
effort to drive standardization and
compliance globally.

Despite the task force folding (with sources
citing that the expertise now resides across
the department) enforcement activities
continued as seen with the $4m fine against
Goldman Sachs Asset Management and
$19m fine against DWS investment
Management for failing to maintain their
ESG policies.

Overseas, Vanguard was fined AUS$12.9m
by the Australia Securities and Investments
commission (ASIC) for misleading conduct
in relation to greenwashing accusations.

Next Steps

-

U.S. firms should continue to review high-
risk areas for greenwashing as identified by
ESMA / SEC, including ESG labels and
pledges, promised strategy, objectives and
characteristics, among others. They should
exercise caution with the use of ESG
language in external marketing, while
adapting governance structures and internal
processes to mitigate greenwashing risks.

Looking Ahead

>

In our next edition, we will look at the
outcome of the U.S. election and the
implications for the ESG regulatory
landscape in the U.S.

If you are an Asset Manager and/or Owner
with exposure to global sustainability
regulation and /or would like to share your
perspectives ahead of our next edition we
would love to hear from you! Please reach
out to brian.helmes@alphafme.com to
arrange a discussion.

RECENT THOUGHT
LEADERSHIP

Alpha FMC will participate
in the upcoming Summit for
Asset Management (event
details)

Alpha perspective on ESMA
guidelines on funds’ names

(one-pager)

Strategic partnership with
Gieom, specialist
technology provider for
DORA compliance (full

press release)

Alpha perspective: Uplift
your Investment
Management & Reporting
model through Technology
and Data (full report)

Alpha FMC participated in
the 2024 Bloomberg Buy-
Side Forum (event details)

If you would like more information on the Names Rules or other topics set out in the above regulatory update, please reach out to
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