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Key ESG Trends for Companies to Monitor 

in 2023

1 Climate Change 

Investors will shift from a primary focus on high emitters to a broader range of 

companies, putting greater pressure on companies that have been slower to 

move on climate change. 

2 Biodiversity and Natural Capital

Investors will increasingly assess risks related to biodiversity and natural 

capital. Companies should be aware of the final recommendations of the 

Taskforce on Nature-related Financial Disclosures (TNFD), expected to be 

released in September 2023.  

3 Regulation

Companies will increasingly need to stay on top of ESG regulatory 

developments on both sides of the Atlantic as new regulations enter into force 

and proposed ones continue to take shape. The SEC continues to take a 

topic-by-topic approach to ESG disclosure, while EU regulations are broader 

in focus and aim to complement each other.

4 Cost of Living & Energy Security 

Investors are looking at companies to demonstrate ESG leadership for key 

stakeholders, including workers and consumers, which are embattled by the 

dual crises of the cost of living and energy security.

5 ESG Frameworks

The continued development of ESG frameworks will lead to a heightened 

expectation on companies by investors and regulators for greater transparency 

and accountability. With efforts to standardize ESG reporting still in its early 

days, companies will continue to face challenges regarding where to focus 

ESG reporting efforts. 
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Key Investor ESG Priorities for 2023
Leaders Arena analysed the ESG priorities of 16 ESG-focused 

investors going into 2023. The matrix below reflects the most reference 

ESG topics and key changes from 2022.
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▪ Concern with how companies will 

adapt to ESG regulation had the 

largest increases in investor interest 

since 2022.

▪ In 2022, cost of living emerged as a 

key issue for investors given global 

inflationary pressures.

▪ The percentage of investors covering 

Environmental topics increased by 

26 percentage points (pps) vs 2022. 

▪ Governance & broad ESG topics 

(+12 pps) had modest increases in 

comparison to 2022.

▪ While Social topics on average did 

not change substantially (2 pps).

Key Highlights
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Climate 
Change

2023 will see investors looking 

for meaningful progress on 

climate change. Companies can 

align reporting with TCFD to 

enable investors to understand 

their climate risks and 

opportunities. If high-emitters 

begin to treat climate change as 

an encompassing issue, which 

biodiversity and water risk are 

woven into, they will further 

communicate how transition-

ready the business is.

Faced with global challenges, 

including the war in Europe, the 

transition towards net zero 

presents new trials for investors 

and companies to navigate during 

an era of uncertainty. Climate 

Action 100+, the leading investor 

engagement collaboration on 

climate change, believes that 

trust between investors and 

companies is the ultimate 

priority.1 To promote trust, 

companies should consider 

publishing scope 1 & 2 GHG 

emissions data or explain why 

they are not, and have an ESG 

communications plan to seek 

investor engagement.

Going forward, investors' attention 

will shift from just the largest 

emitters to also include a wide 

range of companies. For example, 

in the UK Invesco is monitoring for 

the adoption of transition plans 

under the TPT Framework.2 In

addition, Glass Lewis is upping the 

ante on companies with material 

exposure to climate risk, expecting 

‘thorough’ TCFD reporting and clear 

board oversight of climate risk.3 

Whereas ISS will be applying its 

scrutiny of board accountability on 

climate globally by extending its 

CA100+ proxy voting policy to focus

group companies across all global

markets.4

In 2023, global disruptions and 

emerging risks will test the resilience 

of corporate ESG programs. Data 

from the Transition Pathway Initiative, 

an independent climate data tool 

used by investors, shows that out of 

582 publicly listed companies, 31.3% 

integrate climate risks and GHG 

emissions into a strategic assessment 

of the business, with a further 44.3% 

of companies at an operational 

decision making level.5 This shows 

that a majority of public companies 

are on track to incorporate climate 

risks, but the remaining 24.4% are at 

risk of falling behind on climate 

change and will face increasing 

scrutiny from institutional investors.

Source: Transition Pathway Initiative

Climate Change Management Quality of Public Companies

Strategic 

Assessment
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Building 

Capacity

Integration into 
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decision making
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Biodiversity and 
Natural Capital

Biodiversity loss has 

transformed from a secondary 

issue to systemic risk in the 

minds of investors, in large 

part due to its interconnected 

links with climate change and 

water scarcity. In 2023 

investors will turn their 

attention to improved 

understanding of biodiversity 

risks and management 

policies.

The COP15 Kunming-Montreal 

agreement between countries 

has elevated biodiversity to the 

forefront going into 2023. The 23 

sub-targets have a general theme 

of redirecting finance away from 

biodiversity-harming activities 

and towards activities which 

prove to benefit biodiversity 

directly or indirectly, such as 

reducing food waste. Crucially, 

large transnational companies 

and financial institutions are 

asked to regularly assess and 

disclose their risks, 

dependencies, and impacts on 

biodiversity.6 This sets the scene 

for risk identification to be the 

main biodiversity action point as 

companies go into 2023.

A key issue for investors is data; 

there is no biodiversity equivalent 

to GHG emissions. To address 

this, in January 2023, WWF, the 

UN, NASA, and others released a 

‘Biodiversity Risk Filter’, to map 

the physical & reputational risks of 

different activities across 

locations.9 This can be used to 

analyse individual companies or a 

portfolio and could be used to 

feed into TNFD disclosures. 

Rating agencies are also finding 

ways to provide more data to 

investors, with MSCI expected to 

release a biodiversity risk tool in 

2023.10

The TNFD is the Nature-related 

sister framework to the widely 

used Taskforce on Climate-

related Financial Disclosures 

(TCFD). In October 2022, we 

analysed the largest 120 global 

companies against the four TNFD 

pillars and found that across the 

board companies are ill-prepared 

to report on the TNFD framework 

and have poor alignment at this 

stage.7 In September 2023, the 

full recommendations will be 

released and investors will start to 

engage on TNFD.8 Companies 

need to start preparing ahead of 

time to disclose on the four pillars.

https://www.leadersarena.global/biodiversity
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ESG 
Regulation

2023 will be a landmark year 

for ESG regulation, particularly 

in the EU given the 

introduction of multiple 

regulations which seek to 

complement one another. On 

the other side of the Atlantic, 

the US is building towards ESG 

regulations to promote 

transparency.

Throughout the last few years, 

regulators around the globe have 

been laying the groundwork to 

establish new ESG regulations to 

increase transparency and  

comparability of ESG-related 

data, and to combat 

greenwashing. Many of these 

proposed regulations will come 

into force during 2023, placing 

increasing disclosure 

requirements on companies and 

investors. Some of the biggest 

movers to regulate ESG include 

the US and EU, among other 

jurisdictions. A new feature of 

these regulations includes 

companies being required to 

increase disclosures related to 

supply chains, whether it be 

disclosing supply chain emissions 

(scope 3) or labour conditions.

▪ The SEC is targeting April 2023 to issue final rules on 

Climate Change and Cybersecurity Risk 

Disclosure, and to introduce a proposed rule on 

Human Capital Management Disclosure.

▪ The Sustainable Financial Disclosure Regulation 

(SFDR) in 2023 may lead to many funds being 

downgraded from article 9 (sustainability objectives) 

given the less stringent objective requirements of 

article 8 (sustainability characteristics).

▪ The EU Taxonomy is a classification system defining 

which company activities are ‘green’. EU companies 

will have to report eligibility and alignment business 

activity percentages from 2023.

▪ The Corporate Sustainability Reporting Directive 

(CSRD) entered into force in January 2023 with 

companies expected to report on ten ESG-topics from 

2025 on financial year 2024.

▪ The Corporate Sustainability Due Diligence 

Directive (CSDD) proposed in Feb 2022, would 

require companies to conduct due diligence on 

environmental & human rights issues in supply chains.

▪ In January 2023, the Supply Chain Due Diligence 

Act entered into force, requiring German companies 

and any company that supplies German firms to 

conduct due diligence checks in their supply chains 

for environmental and social risks.11

Key 2023 global regulations and their anticipated timing:
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Cost of Living & 
Energy Security

The cost of living crisis and 

energy security issues have 

gone hand-in-hand following 

the geopolitical developments 

of 2022. As such, these issues 

are increasing in importance 

for investors as they carefully 

consider the implications for 

their investments.

The cost-of-living and inflation

crises represent an evolution of 

the social focus of ESG 

following the pandemic. 

Investors will look at initiatives 

from companies to protect their 

workforces against the rising 

cost of living, such as offering a 

living wage, facilitating transport 

initiatives or providing bonus 

payments. In addition, there is 

expected to be greater scrutiny 

in general around justifications 

for employee pay levels in the 

light of inflation, as well as 

increasing engagement on how 

companies develop and 

execute meaningful human 

capital management plans, 

which may involve leadership in 

other social areas such as 

diversity, equity, and 

inclusion.12 

At the forefront of the energy crisis, 

energy companies, especially 

those seeing extraordinary profits, 

will likely be scrutinised by 

investors who will be interested in 

how profits are being distributed 

and reinvested. One focus will be 

on how energy companies can 

utilise profits as a catalyst for the 

energy transition and investments 

in renewables. Additionally, 

investors will continue to put 

pressure on energy companies, 

particularly fossil fuel companies, 

as they seek to increase alignment 

with the EU taxonomy and SFDR. 

In other industries, such as finance, 

there will be opportunities for 

companies to expand product 

ranges to help stakeholders seek 

financial security and protection 

from emerging risks.14 Companies 

should communicate how they are 

adapting to such emerging risks, 

addressing both the benefits to the 

company and society as a whole. 

Falling cost of renewable electricity

Norges Bank Investment Management: 

At a time when the cost of living 

is climbing, it is not sustainable to 

increase executive pay... there 

has never been a worse time for 

corporate greed     15”

“

Source: International Renewable Energy Agency16
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Global ESG
Frameworks

In 2023, the combination of 

increased focus from regulators 

and updates to ESG frameworks 

amplifies expectations on 

standardized communication of 

ESG data. Since ESG 

frameworks are used by 

investors as a tool to evaluate a 

company's impact and 

operations, companies should 

consistently monitor 

developments by key 

frameworks and be prepared to 

disclose relevant data. 

On climate change, in line with the 

recommendations from the Task 

Force on Climate-related Financial 

Disclosures (TCFD), the 2023 CDP 

climate questionnaire will request 

information on the alignment of a 

company’s spending or revenue with 

a low-carbon transition.18 Likewise, 

the draft sustainability disclosure 

standards on climate change and 

general reporting released by the 

IFRS’ International Sustainability 

Standards Board (ISSB), which now 

administers the SASB standards, 

calls for the disclosure of information 

regarding anticipated changes in 

companies' business models 

resulting from the impacts of climate 

change.19

This information is crucial for 

investors to understand their portfolio 

risk exposure to climate change. 

In 2023, the ISSB plans to investigate 

potential disclosures on business 

impacts on biodiversity, human 

capital and human rights. In addition, 

the revised GRI Universal Standards 

have also raised the bar for human 

rights reporting. Companies are 

expected to disclose further details 

regarding human rights policies and 

processes of due diligence and 

stakeholder engagement. This 

demonstrates that labour relations 

and human rights are also 

increasingly garnering attention from 

reporting frameworks.

Various ESG frameworks already 

require the disclosure of material 

information, which is seen as crucial in 

the development of sustainable 

strategies. The Global Reporting 

Initiative (GRI) has instituted an 

updated set of standards for materiality 

analysis disclosure,16 effective as of 

January 2023. Related to this, the 

most notable implication of the EU 

Corporate Sustainability Reporting 

Directive (CSRD),17 set to take effect 

in 2024, is that the CSRD will 

introduce the European Sustainability 

Reporting Standards (ESRS), a 

mandatory reporting framework that 

will require “double materiality” 

reporting and introduce compliance 

requirements for non-EU companies. 

2022

January 2023

GRI

Revised Universal 

Standards are in effect for 

reporting from FY23

Plan to release the 

sustainability and 

climate reporting 

standards in June

ISSBCDP

November 2022

Annual disclosure 

updates for 2023

2023 2024

Applies to companies 

currently subject to the 

NFRD starting from FY24

CSRD
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Contact Information

Europe: +44 20 3884 0310 North America: +1 517 325 2310

We help companies to:

✓ Maximise your ESG communication and reporting

✓ Boost your ESG ratings and ability to attract ESG-focused investors

✓ Build and enhance ESG strategy, no matter where in the journey you are

Trusted Partners For Your ESG Journey

support@leadersarena.global www.leadersarena.global
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