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Introduction

2025 closed as one of the warmest years ever
recorded.

Current climate data suggests global average
temperatures will rank as the second- or third-
highest on record. The rolling three-year average
is likely to exceed the 1.5°C threshold set under
the Paris Agreement. The impacts were visible
throughout the year. Spain experienced its
hottest summer on record. Southeast Asia faced
deadly floods and landslides linked to intense
cyclones. The Pacific Northwest saw historic
atmospheric river flooding. At sea, prolonged
marine heatwaves triggered the largest global

coral bleaching event ever observed.

Pledges have not translated into
progress

According to the UNEP Emissions Gap Report
2025, the world remains far off track. Even if all
current national climate commitments are fully
implemented, global warming is still projected to
reach 2.3 to 2.5°C this century. Under existing
policies, the outlook is closer to 2.8°C.

Recent improvements in headline projections
have not come from stronger action. They largely
reflect methodological updates and modelling
changes, not sustained emissions reductions.

New pledges, on their own, have made little
difference.

A sustained overshoot of 1.5°C within the next
decade is now very likely. The challenge has
shifted to limiting how far temperatures rise
beyond that level and how quickly emissions
decline afterward.

Ten years after Paris, ambition still
outpaces delivery

Nearly a decade after the Paris Agreement, most
countries remain behind their stated targets.
Climate ambition remains visible on paper,
reinforced through annual COP commitments.
But delivery continues to lag.

The gap between long-term climate goals and
short-term political, economic, and operational
realities has widened. Progress varies by region.
Geopolitical tension is rising. Global coordination
remains fragile. Voluntary action alone has not
been enough.

Why regulation matters

Regulation remains one of the strongest tools for
turning climate ambition into action. It sets a
baseline for what is expected across markets.



https://climate.copernicus.eu/rapid-approach-15degc-global-warming-threshold-paris-agreement
https://www.reuters.com/sustainability/climate-energy/spains-2025-summer-was-hottest-record-state-weather-agency-says-2025-09-16/
https://news.un.org/en/story/2025/12/1166516
https://essic.umd.edu/pacific-northwest-atmospheric-rivers-catastrophic-flooding/
https://essic.umd.edu/pacific-northwest-atmospheric-rivers-catastrophic-flooding/
https://www.coralreefwatch.noaa.gov/satellite/research/coral_bleaching_report.php
https://www.coralreefwatch.noaa.gov/satellite/research/coral_bleaching_report.php
https://wedocs.unep.org/rest/api/core/bitstreams/4830e1a8-14c0-44a5-a066-cdd2ba5b3e10/content
https://wedocs.unep.org/rest/api/core/bitstreams/4830e1a8-14c0-44a5-a066-cdd2ba5b3e10/content
https://www.unep.org/news-and-stories/statements/emissions-gap-report-2025-executive-director-press-statement
https://www.oecd.org/content/dam/oecd/en/publications/reports/2025/11/the-paris-agreement-at-ten-years_149e9a85/c5f214dc-en.pdf
https://climateactiontracker.org/publications/warming-projections-global-update-2025/

The questionis no
longer whether
sustainability matters.
It's how to act
responsibly amid
uncertainty, changing
regulation and
competing priorities.

Frameworks such as CSRD, EU Taxonomy,
CBAM, CSDDD, and EUDR were designed to
move sustainability into core business decisions.
The goal was clearer disclosures, better
comparability, and higher expectations.

But the path has been uneven.

Over the past year, many companies experienced
regulatory whiplash. The EU Omnibus proposal
reopened and softened parts of flagship
legislation. CSRD scope changes and delays
created uncertainty around who must report and
when. Shifting EUDR timelines left teams unsure
how much to invest and on what timeline.

This uncertainty also showed up during Coolset’s
webinars. In a poll from Decoding EU Omnibus,
nearly half of respondents said they were still
assessing what the proposal means for them,
suggesting the changes delayed execution rather
than provided clarity.

In a separate webinar, Debating the EUDR delay,
over two-thirds of participants said they were not
confident that EU institutions would provide clear
guidance in time.

Together, these signals point to the same reality:
teams are expected to keep moving, but many

are doing so without a clear sense of timing or
direction.

Business responsibility did not
disappear

In response, ESG was deprioritized in some
companies or placed under review. But that does
not mean expectations went away.

Investors, banks, customers, and employees
continue to expect transparency, credible data,
and clear transition plans. Climate risk still shows
up in balance sheets, whether disclosed or not.

For businesses, the question is no longer whether
sustainability matters. It's how to act responsibly
amid uncertainty, changing regulation, and
competing priorities. Staying engaged helps
companies prepare for future tightening of rules
and reduces reputational risk tied to
noncompliance.

Assurance of ESG data, even at a limited level, is
already becoming standard. Teams that invest
early in reporting capabilities will be better
positioned when requirements increase.

This report looks at the trends we believe will
shape sustainability strategy in 2026 and
beyond.

Looking back at last year's trends

Before looking ahead, it is worth checking how
our predictions from last year's Sustainability
Trends Report played out.

Trend 1. Increasing focus on CSRD readiness

CSRD readiness did increase, but unevenly.
First-wave companies published their first ESRS-
aligned reports in 2025. Sustainability, finance,
and data teams moved into full reporting mode.
At the same time, Omnibus discussions slowed
momentum for many mid-market companies.


https://environment.ec.europa.eu/publications/simplification-administrative-burdens-environmental-legislation_en
https://www.coolset.com/academy/the-amended-esrs-what-has-changed-and-what-it-means-for-2026-csrd-reporting
https://www.coolset.com/academy/eudr-delay-2025-explained
https://www.coolset.com/webinars/webinar-decoding-the-eu-omnibus
https://www.coolset.com/webinars/debating-eudr-delay-webinar
https://theinvestoragenda.org/reports/global/investor-climate-action/
https://blueyonder.com/blog/2025/2025-survey-results-only-20-of-consumers-believe-brand-sustainability-claims
https://www.deloitte.com/us/en/insights/topics/environmental-social-governance/deloitte-global-sustainable-behaviors-survey.html#workplace-engagement
https://www.coolset.com/downloads/2025-sustainability-trends-report
https://www.coolset.com/downloads/2025-sustainability-trends-report

Trend 2. Nuclear optimism

Nuclear returned to the energy conversation.
Global nuclear generation was expected to reach a
record high in 2025, driven by reactor restarts in

Japan and new capacity in China, India, and South
Korea.

Trend 3. Expansion of Carbon Capture and Storage
(CCS)

Carbon capture moved closer to delivery. The
Northern Lights project began injecting and storing

CO, beneath the North Sea, showing tangible
progress at industrial scale.

Trend 4. The Advance of CSO / Sustainability
Teams

Signals around sustainability teams were mixed.
Demand for green skills remained strong, with

sustainability-related roles still hired faster than the
broader workforce. But at the same time, regulatory
volatility in Europe, including Omnibus-related
delays and shifting CSRD and EUDR timelines, led
some companies to pause hiring or scale back
sustainability functions.

Trend 5. The Rise of Anti-Environmental Populism

Resistance to sustainability regulation became
more openly political. In Europe, the European
People’s Party (EPP) chose to work with far-right

parties to push through changes, despite clear
signals from the market that stability and clarity

were the preferred approach.

This populist pressure positions sustainability rules
as a burden in the way of competitiveness rather
than an economic necessity.

What's inside this year’s report

Overall, 2025 was a year of recalibration. Climate
urgency, market expectations, and political
uncertainty collided. That tension sets the
starting point for 2026.

These are the six major trends we predict for 2026:

Trend 1.
Brussels

Regulatory clarity improves in
After a year of resets and political debate, EU
sustainability rules have become much clearer,
even though many obligations are postponed.

Trend 2.
infrastructure

Traceability becomes core
Supply chain visibility shifts from a nice-to-have to
an operational requirement. Gaps in supplier, origin,
and product data now carry real risk, from delayed
market access to disrupted sourcing, pricing
pressure, and lost contracts.

Trend 3. Market incentives replace regulatory
drivers

As regulation wobbles, markets keep moving. How
exposed a company is to climate risk increasingly
affects financing, procurement, and risk decisions.

Trend 4. Renewables overtake coal - but grids
become the bottleneck

Clean power expands quickly, but grid
infrastructure struggles to keep up. The challenge

shifts from building capacity to connecting it.

Trend 5. Multilateral climate coordination is
losing momentum

Global negotiations stall or fragment. Companies
face a more uncertain and uneven policy
landscape.

Trend 6. Global South as rule-maker

Climate rules no longer come only from Europe or
the United States. Countries where products are
made and resources come from play a growing role
in shaping finance, carbon markets, and transition
terms, often through groups like BRICS, the African
Union, and ASEAN.


https://www.iea.org/reports/the-path-to-a-new-era-for-nuclear-energy/executive-summary
https://www.iea.org/reports/the-path-to-a-new-era-for-nuclear-energy/executive-summary
https://www.equinor.com/news/20250825-first-co2-volumes-stored-at-northern-lights
https://www.equinor.com/news/20250825-first-co2-volumes-stored-at-northern-lights
https://sustainabilitymag.com/news/demand-for-green-skills-is-outstripping-supply-twice-over
https://www.linkedin.com/posts/davidnri_falcks-environmental-sustainability-team-activity-7402336829422600192-F68H/
https://www.coolset.com/academy/jorgen-warborn-epp-on-the-omnibus-proposal
https://www.coolset.com/academy/jorgen-warborn-epp-on-the-omnibus-proposal
https://www.e3g.org/news/new-european-business-survey-shows-majority-support-for-strong-corporate-sustainability-framework
https://www.e3g.org/news/new-european-business-survey-shows-majority-support-for-strong-corporate-sustainability-framework
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The past year was one of adjustment and

recalibration. We went into 2025 expecting
implementation. Watching the Omnibus press
conference on February 26th made it clear very
quickly that we were getting something else.

CSRD was delayed and heavily simplified. The EU
Taxonomy followed. Scope 1-3 calculations were
quietly deprioritized and later in the year, EUDR
was delayed after already slipping in 2024.

For most sustainability teams, decisions had to be
made without a stable regulatory baseline. We felt
that uncertainty ourselves.

Last year, Coolset lost roughly a third of its
customer base following the  Omnibus
developments. That forces honesty. We had to
move fast, cut assumptions, and focus on what
actually creates durable value when conditions are
unstable. We rebuilt revenue, passed previous
highs, launched five new products in under a year,
and expanded into supply chain compliance across
EUDR, EUTR and EcoVadis. Not because it was
easy, but because customers were asking for it.

Words from
our CEO

What stood out in every conversation was this: very
few companies are ‘stepping away' from
sustainability. They are adjusting how they
approach it.

Investors still ask, customers still expect it and
procurement still screens for it. What has change

is tolerance for fragile, manual, one-off reporting
exercises. Teams want systems that hold up when
auditors or suppliers ask harder questions and
when scope expands into the supply chain.

We're seeing a shift across the market: from
interpretation to execution.

Less debate about what a regulation might mean in
theory. More pressure to show that emissions data,
supplier information and controls actually exist and
can be reused year after year. Readiness is no
longer abstract. It shows up when timelines move,
when rules tighten, and when scrutiny increases.

This report is written for teams operating in that
reality. It focuses on what materially changes in
2026, who is exposed first, and where preparation
now reduces risk later. Not everything is settled.
Some uncertainty will remain. Anyone claiming
otherwise isn't paying attention.

But the direction is clear.

What stood out in every conversation was this: very few companies
are ‘stepping away’ from sustainability. They are

adjusting how they approach it.



At Coolset, we're doubling down on building a
unified platform for ESG and supply chain
compliance in environments where teams are
small and the cost of mistakes is high. That's a
harder path than building point solutions. It's
also one we believe compounds over time.

As we say in Dutch, de aanhouder wint.
Resilience beats momentum.

2026 will reward teams that invested through
uncertainty. Those that waited will feel the
pressure. We intend to be here for the long run,
helping sustainability work stand up when it
actually matters.

— Konstantinos Kouzelis, CEO, Coolset



The process

This report was developed through extensive
online research. Our team carefully scoured
various digital resources, from industry reports to
academic studies in leading sustainability
publications. We also consulted various experts
to get a well-rounded view of all things
sustainability.

Our goal? To uncover the key sustainability
trends with the most value for mid-market
companies. We've put together the most relevant
and actionable information so you can focus on
what matters most: your business and
customers.



Trend1

Regulatory clarity improves in Brussels

If 2025 was a year of turbulence in EU
sustainability policy, 2026 marks a return to
something that's been missing: clarity.

The delays, revisions, and simplifications that
dominated the regulatory agenda last year have
now largely settled. And while implementation
timelines remain extended, the core architecture is
now visible, and more predictable than it has been
inyears.

The Omnibus proposal and
regulatory reset

The Omnibus proposal and a regulatory reset 2025
began largely as expected. The CSRD kicked in for
companies previously covered by the NFRD,
requiring them to publish their first sustainability
reports based on 2024 data. Momentum was
building, with in-scope companies preparing for
future reporting cycles. It marked a major step
toward more consistent and comparable ESG
disclosures across the EU.

Omnibus: Key proposed changes and

practical implications

Regulation / Area

CSRD scope

CSRDtiming Eas

ESRS

=iy, firms

CsSDoD
enforcement

Omnibus sumamry

Raising the threshold to 1,000+ employees
Delaying reporting timelines for later CSRD
Simplifying standards with a significant cut
in the number of data points

Making reporting voluntary for some mid-sized

Pushing back application dates and adjusting

At the same time, political pressure mounted to
reduce administrative burden and improve EU
competitiveness, influenced by the Letta and
Draghi reports. Against this backdrop, on February
26 2025, the European Commission published its
first sustainability-focused Omnibus proposal.

The proposal signaled a shift from expansion to
simplification. Five changes have since shaped the
future of sustainability reporting:

1.Raising the CSRD threshold
employees

2.Delaying CSRD reporting for wave 2 and
removing wave 3 from scope

3.Reducing ESRS datapoints

4.Introducing a materiality threshold for EU
Taxonomy activities

5.Pushing back CSDDD application dates and
adjusting enforcement

to 1,000+

For many companies, particularly mid-market firms
pushed out of scope, this raised a fundamental
question: is ESG reporting still worth the effort?

What it changes in practise
Fewer companies in scope

More time to prepare; slower rollout for
companies not yet reporting

Lower reparting burden; less granular
disclosures in some areas

Less mandatory alignment reporting; scope
narrows for non-large entities

Longer implementation runway; potential
change in enforcement intensity


https://www.europeanlawblog.eu/pub/e4u5jncm/release/1
https://www.europeanlawblog.eu/pub/e4u5jncm/release/1
https://www.coolset.com/academy/eu-omnibus-sustainability-and-your-organization

Stop the clock

Alongside the Omnibus proposal, the EU
introduced a "Stop the Clock” mechanism in April
2025. This targeted measure delayed application
timelines while political negotiations continued.

In practice, many CSRD companies received a two-
year delay. Wave 2 companies now begin reporting
in 2028 rather than 2027, while SMEs (wave 3) are
removed from scope entirely, reinforcing the
perception of a broader regulatory slowdown.

The EUDR: delayed by politics,
reshaped by Parliament
Although not formally part of the Omnibus

package, the EU Deforestation Regulation (EUDR)
entered its own period of legislative adjustment in

late 2025. The Commission’s initial proposal for a
grace period evolved into a broader compromise
driven by Parliament and Council.

The final position, adopted in December 2025,
combined a one-year implementation delay with
targeted amendments. These included reduced
simplified

obligations for small operators,
requirements for traders, and the removal of certain

printed products from scope.

Together, Omnibus headlines, Stop-the-Clock
delays, and the EUDR postponement created a
prolonged period of uncertainty. Many companies
questioned continued investment in ESG and
supply-chain data systems.

Why the market didn't pause

Political noise from EU institutions stirred the
battled
uncertainty, and budget decisions. Yet despite an
blip, it became clear that stakeholder
expectations don't bow down to Brussels:

market, as companies confusion,

initial

¢ In the next two years, 86% of asset owners
expect the proportion of their assets in
sustainable funds to increase.

e By 2028, half of B2B buyers plan to drop
suppliers that can’t meet sustainability criteria.

o 44% of consumers say they are willing_ to pay
more for sustainably produced goods.

o Energy efficiency and renewable energy remain

investors' top priorities across all regions, while
climate adaptation has risen to third place from
sixth in 2024.

 Among job seekers, around one in four say an
employer’'s approach to sustainability would
influence whether they accept arole.

In March 2025, Coolset’'s Post-Omnibus Market
Pulse Report showed that 90% of companies
planned to continue ESG reporting even where it
might no longer be legally required. Voluntary
frameworks such as CDP, ISSB-aligned reporting,
and VSME remained widely used throughout the

uncertainty.

A clear tension has emerged between
sustained corporate engagement and a
regulatory environment that has felt uncertain
and increasingly simplified. In the webinar,
Decoding EU Omnibus (March 2025), 24.3%
of participants felt the proposal undermined
corporate sustainability.

What companies think of the EU Omnibus
proposal (in %)

Still assessing its implications
It undermines progress
It simplifies reporting/ reducing burdens

It doesn'timpact their initiatives  [ie}

0 10 20 30 40 50

Source: Coolset Webinar - March, 2025.



https://www.coolset.com/academy/eudr-delay-2025-what-eu-vote-means-for-importers-and-operators
https://www.coolset.com/academy/eudr-delay-2025-what-eu-vote-means-for-importers-and-operators#what-has-been-accepted-in-the-voting-of-the-parliament-today
https://www.coolset.com/academy/csrd-after-omnibus-2-year-delay
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MS_ISI_Signals_Institutional_Investors_2025_Report.pdf
https://www.bain.com/insights/topics/ceo-sustainability-guide/
https://www.pwc.com/gx/en/issues/c-suite-insights/voice-of-the-consumer-survey.html
https://www.pwc.com/gx/en/issues/c-suite-insights/voice-of-the-consumer-survey.html
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MS_ISI_Signals_Institutional_Investors_2025_Report.pdf
https://www.morganstanley.com/content/dam/msdotcom/en/assets/pdfs/MS_ISI_Signals_Institutional_Investors_2025_Report.pdf
https://www.deloitte.com/us/en/insights/topics/environmental-social-governance/deloitte-global-sustainable-behaviors-survey.html#workplace-engagement
https://www.coolset.com/downloads/2025-post-omnibus-market-pulse-report
https://www.coolset.com/downloads/2025-post-omnibus-market-pulse-report
https://www.unepfi.org/wordpress/wp-content/uploads/2025/08/38-Risk-Centre-Sustainability-Disclosures-Landscape-Report-D8.pdf
https://www.unepfi.org/wordpress/wp-content/uploads/2025/08/38-Risk-Centre-Sustainability-Disclosures-Landscape-Report-D8.pdf
https://www.orrick.com/en/Insights/2025/09/How-Major-Corporations-Are-Changing-Their-Sustainability-Reporting-Practices
https://www.youtube.com/watch?v=Hif3wp3UX64&list=PLIPJc7QloYc81qLEViFMwNY2cFGazR59c&index=21

What's now being adopted

Omnibus | approved (Dec 2025): The European
Parliament adopted the first concrete outcome of
the Commission’'s sustainability simplification
agenda.

Regulatory framework stabilizing: With
Omnibus | and CSDDD approved and entering
national transposition, major further overhauls are
unlikely in 2026.

EUDR in implementation phase: The regulation is
fully adopted at EU level, with limited appetite to
reopen core provisions.

Shift to national law: As proposals move into
domestic  transposition, reversals become

procedurally and politically harder.

Political uncertainty remains: Rising far-right
influence, intensified lobbying, and weakened
confidence in long-term EU direction continue to
challenge policy stability.

From pause to rebuild

Regulatory uncertainty slowed decisions in 2025,
but it didn't reduce demand for credible ESG and

40% of respondents described the Omnibus
package as a necessary simplification.

Market response to the Omnibus Proposal (in %)

Necessary simplifcation

Neutral or undecided

Harmful

Source: Coolset Webinar - June, 2025
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supply-chain data. In 2026, we expect companies
to shift decisively from pause mode to execution.

ESG and
infrastructure will resume. To meet these demands,

Investment in supply-chain data

companies are scaling up:

e 66% of companies increased resources and

leadership focus on sustainability reporting in
2025.

e Specialized roles (such as Chief Sustainability
Officer) are on the rise.

e Tech adoption is rising. ESG data platforms

and carbon accounting tools are replacing
spreadsheets.

e Al adoption in sustainability reporting more
than doubled in a single year

Regulatory uncertainty
slowed decisions
down in 2025, but it
didn’t reduce demand
for credible ESG and

e 9

chain data.
Market forces are making ESG reporting non-
negotiable. Companies that treat transparency as
an opportunity will gain access to capital, win
supply chain contracts, and strengthen stakeholder
trust.

Upcoming regulatory changes

2026 marks a shift from legislative debate to
implementation. With the Omnibus package,
CSDDD, and EUDR now formally adopted,
attention turns to national transposition,
enforcement, and practical application rather than

further redesign.


https://www.pwc.com/gx/en/issues/esg/global-sustainability-reporting-survey.html
https://economicgraph.linkedin.com/content/dam/me/economicgraph/en-us/PDF/2180-global-green-skills-report-v04.pdf
https://www.pwc.com/gx/en/issues/esg/global-sustainability-reporting-survey.html
https://www.pwc.com/gx/en/issues/esg/global-sustainability-reporting-survey.html

CSRD & CSDDD:

For CSRD, wave 1 companies will continue
reporting, while the wave 2 timeline is extended. In
2026, attention shifts to supervision, data quality,
and consistency, supported by a reduced ESRS
CSDDD moves
legislative processes, with Member States defining

enforcement models and liability regimes.

datapoint set. into national

EUDR:
EUDR enters its final preparation year after the one-

year delay and will repeal the EUTR once in force.
The legal text is settled; remaining uncertainty
relates to enforcement readiness, country risk
benchmarking, and customs controls, not scope

CBAM:

CBAM transitions into its definitive phase. While
reporting continues, carbon data will increasingly
financial certificate

carry consequences as

obligations approach.
Who it impacts

e Large and listed companies remain directly in
scope of CSRD and CSDDD.

e Mid-sized companies face growing value-
chain pressure, even when not directly in

scope.

e Importers and traders placing goods on the EU
market face growing exposure under EUDR and
CBAM, including non-EU firms sourcing from
the Global South..

How to act

1. Track Brussels, but plan for stability: Follow
guidance and enforcement signals, but avoid
strategies based on further delays or rollbacks

2.Continue reporting beyond minimum
compliance: Investor, lender, and customer
expectations continue to outpace legal

requirements.

3.Use simplification strategically: Fewer
datapoints and delayed timelines are an
opportunity to streamline systems and improve
data quality.

4.Design interoperable systems: Build
reporting and due diligence processes that
work across CSRD, CSDDD, EUDR, CBAM, and
voluntary frameworks.

5.Engage suppliers early: Upstream readiness
increasingly determines compliance credibility
and commercial resilience.



https://www.coolset.com/academy/csrd-eu-climate-regulation-explained
https://www.coolset.com/academy/5-actions-to-take-if-the-deadline-is-postponed
https://www.coolset.com/academy/what-documents-do-companies-need-for-eutr-compliance-2026-update
https://www.coolset.com/academy/what-is-cbam-carbon-border-adjustment-mechanism-explained

Trend 2

Traceability becomes core infrastructure

In 2025, supply_chains became harder to plan
around. Geopolitical tensions, trade and tariff shifts,
extreme weather and evolving regulation all landed
at once. For many companies, this forced a rethink of
sourcing strategies, risk exposure and operational
resilience.

Recent survey data reflects that pressure. In a 2025
survey of supply-chain and risk professionals, nearly
half of respondents pointed to unreliable or failing
suppliers as a root cause of disruption. Others cited
transport  bottlenecks, ESG-related  scrutiny,
workforce shortages and limited visibility beyond
Tier-1 suppliers.

Key disruption factors reported:

48% 35%

cite unreliable or point to ESG-related
failing suppliers scrutiny and evolving
as the root cause compliance rules

AN% 31%

indetify transport experience delays
bottlenecks, linked to workforce or
particularly across contractor shortages
borders

38%

report limited upstream visibility
into Tier 2+ suppliers

Source: MESH Supply Chain Resilience Report 2025
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In this environment, limited visibility creates real
risk. Companies without a clear view of where
products and materials come from face higher
compliance exposure, rising costs and slower
responses when disruptions hit.

Why traceability moved up the
priority list

Most supply-chain problems share the same root
cause: not knowing where things come from, how
they're produced, or where risks actually sit.

When disruptions hit, whether from tariffs, extreme

weather or compliance failures, the fix almost
always requires going back to the source. That
means understanding suppliers, sites and
materials at a much deeper level. Traceability is

what makes that possible.

This has shifted how companies think about risk
management. Instead of reacting to symptoms
downstream, more organizations are trying to
address problems upstream. And upstream work
requires traceability.

Regulation has accelerated this shift by pulling

traceability into day-to-day operations.
Frameworks like the EUDR, EcoVadis, and supply-
chain certifications increasingly require companies
to prove origin, legality, and risk controls, not just
describe policies. What used to be a one-off

exercise is becoming part of business as usual.

Accountability pressures are also rising, with
companies expected to take responsibility for
environmental and social impacts across their
value chains.


https://www.maersk.com/insights/resilience/2025/02/28/geopolitical-supply-chain-landscape
https://www.maersk.com/insights/resilience/2025/02/28/geopolitical-supply-chain-landscape
https://www.bsigroup.com/siteassets/pdf/en/insights-and-media/insights/white-papers/gl-mlt-cross-lg-nss-sply-mpd-mp-supplychainscrr-0025.pdf
https://www.bsigroup.com/siteassets/pdf/en/insights-and-media/insights/white-papers/gl-mlt-cross-lg-nss-sply-mpd-mp-supplychainscrr-0025.pdf
https://crossdockinsights.com/p/global-events-that-disrupted-supply-chains-in-2025
https://www.bsigroup.com/siteassets/pdf/en/insights-and-media/insights/white-papers/gl-mlt-cross-lg-nss-sply-mpd-mp-supplychainscrr-0025.pdf

To
exposure, or emissions hotspots, you first need

assess deforestation risk, human-rights

visibility. Without traceability, impact management
stays theoretical.
how

data shows

organizations still are:

Recent exposed many

e 7 in 10 supply-chain professionals expected
supply-chainrisks to increase in 2025.
e More than half of businesses experienced a

significant supply-chain disruption in the past
year.
e Fewer than 1 in 3 had the systems or data to

respond in real time.

o 94% reported revenue impacts from supply-
chain disruptions.

o 82% said new tariffs are affecting their supply
chains.

With research from 2025 showing that better end-
to-end supply-chain visibility is strongly linked to
improved

resilience and faster response to
disruptions, it makes sense why traceability is

becoming a core operational priority.

Regulatory pressure is accelerating
the shift

A growing set of regulations is pushing companies

from high-level disclosure toward granular,

product- and supplier-level traceability.

While each framework differs, they share a
common expectation. Companies must be able to
show where products come from, how they were
made, and how risks are identified and addressed.

Key examples include:
e The EUDR requires plot-level geolocation and
due-diligence records for deforestation-linked

commodities.
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e Digital Product Passports introduce product-
level data sharing across sectors like textiles,
electronics, and batteries.

e The CSDDD expands expectations for multi-

tier supplier mapping and ongoing risk
monitoring.
e National due-diligence laws, such as

Germany’'s Supply Chain Act, indirectly pull
SMEs
requirements.

e UFLPA in the US enforces end-to-end
traceability to prove goods are not linked to

into compliance through buyer

forced labor.

Across all of these, traceability is no longer
optional. Market access increasingly depends on it.

Data quality is the limiting factor

Traceability only works if the data holds up.

McKinsey finds that just over half of supply-chain
leaders rate their master data quality as adequate.
Master data, such as supplier records, product
structures, and origin information, forms the
backbone of planning and traceability. When it's
inconsistent or incomplete, even advanced visibility

tools struggle to support fast, reliable decisions.

Market insight:

-50%

of businesses experienced
a significant supply-chain
disruption in the past year 2025.

Source: BSI Group, 2025.



https://www.rapidratings.com/news-items/rapidratings-2025-risk-survey-reveals-resurgent-supply-chain-crisis
https://www.bsigroup.com/siteassets/pdf/en/insights-and-media/insights/white-papers/gl-mlt-cross-lg-nss-sply-mpd-mp-supplychainscrr-0025.pdf
https://www.bsigroup.com/siteassets/pdf/en/insights-and-media/insights/white-papers/gl-mlt-cross-lg-nss-sply-mpd-mp-supplychainscrr-0025.pdf
https://electroiq.com/stats/supply-chain-statistics/
https://www.mckinsey.com/capabilities/operations/our-insights/supply-chain-risk-survey
https://www.sciencedirect.com/science/article/abs/pii/S1366554525004697
https://procurementtactics.com/supply-chain-statistics/
https://www.bsigroup.com/siteassets/pdf/en/insights-and-media/insights/white-papers/gl-mlt-cross-lg-nss-sply-mpd-mp-supplychainscrr-0025.pdf

As a result, companies are tightening data

governance. Many are cleaning up supplier

records, standardizing part numbers, and
improving how upstream data is collected and

validated. The goal is not perfection, but reliability.

Technology is becoming the
backbone of resilient supply chains

To manage this complexity, more companies are
turning to technology that centralizes supplier data,
emissions data, chain-of-custody records, and
supplier risk signals.

Grand View Research projects ESG software to
jump from $1.08B (2024) to $5.59B (2033) as
ESG data management, carbon accounting, and

disclosure workflows become core infrastructure.

Some other common tech approaches include:

o Cloud-based supply-chain platforms that bring

procurement, logistics and inventory data into

o Supplier risk assessment tools like EcoVadis

that score suppliers on deforestation, human-

rights exposure, emissions intensity, or
compliance risk, often before onboarding or
renewal.

e |oT tracking to monitor location and condition
of goods in transit, especially in food and
pharma.

e Al-driven demand planning adjusts forecasts

real-time signals

using like weather or
disruptions.

o Blockchain pilots for tamper-resistant origin

and custody records in high-risk supply chains.

Adoption is clearly rising, but implementation is
uneven. Integrating these new digital tools with
existing legacy systems and ERPs is still a major
bottleneck for many organizations.

one view.
ESG Software Market = =
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https://ecovadis.com/
https://www.jimiiot.com/news/iot-cold-chain-logistics-smart-shipping-for-food-pharma.html
https://invisibletech.ai/blog/ai-demand-forecasting-in-2026
https://www.sciencedirect.com/science/article/pii/S2949863525000615
https://tijer.org/tijer/papers/TIJER2508093.pdf
https://tijer.org/tijer/papers/TIJER2508093.pdf
https://www.grandviewresearch.com/industry-analysis/esg-software-market-report
https://www.coolset.com/academy/best-esg-reporting-software-tools
https://supplychaindigital.com/top10/top-10-supply-chain-cloud-platforms
https://www.grandviewresearch.com/industry-analysis/esg-software-market-report

Who it impacts

e Procurement and supply-chain  teams
managing onboarding and risk scoring

e Sustainability teams handling Scope 3 and
due-diligence disclosures

e Compliance teams preparing for EUDR, DPP,
and human-rights laws

e Exporters of agricultural commodities, textiles,

electronics, and minerals
How to act

1.Map supply chains to the deepest tier
possible and start collecting geodata from
suppliers now.

2.Use a single system to collect supplier
data, trace origins, and assess risks in one
place, rather than managing traceability, ESG
data, and due diligence in separate tools.

3.Implement traceability tooling that

integrates with ERP and procurement systems.

B Coolset

Get complete visibility into
your supply chains

Collect data from suppliers, trace origins,
assess risks and complete due diligence in
one connected platform.

Discover Coolset @
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4.Standardize supplier onboarding workflows
with data checks, attestations, and audits.

5.Build internal review processes that validate
supplier claims rather than accepting PDFs at
face value.

6.Create supplier support materials (guides,

templates, training) to accelerate data

collection.

supply chain is
strongest and where risks concentrate, and
inform procurement

7.1dentify where your

use that insight to
decisions, reduce exposure, and prioritize
suppliers that improve overall resilience.

Ready for audit -

Shipments

Products
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Biglog&Co  &products 12 Aug 2025
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https://www.coolset.com/

Trend 3

Market incentives rise and begin replacing

In 2025, around

regulation did not translate into reduced action.

uncertainty sustainability
Instead, pressure shifted from policymakers to the
market. The PwC Global Sustainability Reporting
Survey 2025 shows that most
continued or increased sustainability reporting

companies

despite regulatory delays, driven by expectations
from investors, customers and buyers.

This gap between political uncertainty and
business reality became visible in public positions
like
argued against
weakening the EUDR, warning that rollbacks would

taken by companies themselves. Brands

Tony's Chocolonely _openly

disadvantage companies already investing in

traceability and responsible sourcing.

For many companies, sustainability is becoming
less about meeting regulatory deadlines and more
about how they are assessed economically.

Capital markets continue to reward
credible sustainability
performance

One of the clearest signals comes from capital
flows. Despite higher interest rates and broader
sustainable  finance

economic  uncertainty,

continued to operate at scale.

According to the United Nations Conference on
Trade and Development's World Investment Report

2025, the global sustainable finance market grew
to more than $8.2 trillion in 2024, up 17% from
2023. Annual issuance of sustainable bonds also

16

regulatory drivers

exceeded $1 trillion, hitting record levels.

According to the United Nations Conference on
Trade and Development's World Investment Report
2025, the global sustainable finance market grew to
more than $8.2 trillion in 2024, up 17% from 2023.
Annual issuance of sustainable bonds also exceeded

$1 trillion, hitting record levels.

Investors and lenders continued to back companies
they see as better prepared for the transition to a
lower-carbon economy. At the same time, issuance
trends show some tightening in market expectations
as investors weighed credibility and quality.

For example, while overall sustainable bond volumes
remain high, issuance of certain labelled bonds such
as sustainability-linked bonds and other instruments

X
DON’T «x

weakened or lagged.

*

STOP ¢
THE GLOCK

Source: Tony’s Chocoloney Linkedln, 2025



https://www.pwc.com/gx/en/issues/esg/global-sustainability-reporting-survey.html
https://www.pwc.com/gx/en/issues/esg/global-sustainability-reporting-survey.html
https://packagingeurope.com/news/industry-players-oppose-a-second-delay-for-eu-deforestation-regulation/13482.article
https://unctad.org/system/files/official-document/wir2025_ch03_en.pdf
https://unctad.org/system/files/official-document/wir2025_ch03_en.pdf
https://unctad.org/system/files/official-document/wir2025_ch03_en.pdf
https://unctad.org/system/files/official-document/wir2025_ch03_en.pdf
https://think.ing.com/articles/global-sustainable-finance-2025-mixed-results-highlight-regional-differences
https://www.linkedin.com/posts/tony%27s-chocolonely_eudr-europeancommission-deforestation-activity-7396558688347398144-lINB?utm_source=share&utm_medium=member_desktop&rcm=ACoAADFzd9cB8N-ywATJvzklZSDTIO2HlgqXOZE

This is consistent with analysis showing investors
are becoming more cautious about weaker
commitments and greenwashing risks, and
focusing more on products tied to verifiable

environmental impacts.

Sustainability performance now
shapes real business outcomes

Sustainability increasingly shows up in day-to-day
commercial decisions.

Financing
Banks and lenders are paying_closer attention to

climate risk and transition planning when setting
loan terms. Companies that can clearly explain how
they manage emissions, supply-chain exposure, or
transition risk are more likely to secure favorable
conditions. Others face higher scrutiny, or higher
costs, as markets mature.

Procurement

For many companies, sustainability pressure now
comes directly from customers. Large buyers
increasingly ask suppliers to share emissions data,
traceability information, or ESG scores during
onboarding and contract renewal.

Programs like CDP's Supply_Chain now involve

tens of thousands of suppliers and represent
trillions of dollars in purchasing power. Supplier-

rating platforms such as EcoVadis, used by more
than 150,000 companies, embed sustainability

checks directly into procurement workflows.

This
influence who wins contracts,

means sustainability performance can
even when

regulation does not strictly apply.

Carbon costs
Carbon
structures. According to the World Bank's State

is also showing up directly in cost

and Trends of Carbon Pricing 2025, carbon pricing
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mechanisms now cover roughly a quarter of global
emissions, generating over $100 billion per year in
government revenue. For companies operating in
these systems, emissions increasingly translate
into real operating costs.

In Europe, this effect will intensify as CBAM enters
its paid phase from 2026. Importers will face

charges tied directly to the carbon intensity of steel,
cement, aluminium, fertilisers, and other goods.
Higher emissions mean higher landed costs.

Sustainability performance
can influence who wins
contracts, even when

regulation does not 7 7

strictly apply.

This is where carbon pricing becomes a market
incentive. Companies that reduce emissions,
switch suppliers, or redesign products can lower

costs and protect margins.

Why market pressure is becoming
more influential than regulation

While policymakers in Europe paused or simplified
sustainability obligations through Omnibus and
Stop-the-Clock measures, companies largely did
not step back in the same way.

PwC's Global Sustainability Reporting Survey 2025
shows that market pressure continued to build

even as regulatory timelines shifted. More than
60%
resources

of companies increased investment of

and senior leadership time in

sustainability reporting over the past year, while
only a small minority reduced effort.


https://taxation-customs.ec.europa.eu/carbon-border-adjustment-mechanism_en
https://taxation-customs.ec.europa.eu/carbon-border-adjustment-mechanism_en
https://www.pwc.com/gx/en/issues/esg/global-sustainability-reporting-survey.html
https://unctad.org/system/files/official-document/wir2025_ch03_en.pdf
https://www.cdp.net/en/supply-chain
https://resources.ecovadis.com/sustainability-impact/ecovadis-index-9th-edition
https://resources.ecovadis.com/sustainability-impact/ecovadis-index-9th-edition
https://www.worldbank.org/en/publication/state-and-trends-of-carbon-pricing
https://www.worldbank.org/en/publication/state-and-trends-of-carbon-pricing

Importantly, reporting is no longer treated as a How to act

compliance exercise alone. Two-thirds of
companies said their sustainability reporting
delivered value beyond compliance, and 28%
reported significant value. Only 5% said reporting
delivered no value at all, indicating that the benefits
are widely felt across organizations.

Pressure from the market is also intensifying. Over
half of respondents said demands for sustainability
data increased since 2024, despite regulatory
slowdowns. Among early CSRD reporters, a clear
majority filed reports voluntarily, including in
countries where CSRD had not yet been
transposed into national law.

Who it impacts
¢ CFOs negotiating loans tied to ESG metrics

e Procurement teams competing in ESG-scored
tenders

e Sustainability teams maintaining external
ratings (EcoVadis, CDP)

o Exporters exposed to CBAM

e Consultants validating KPI methodologies for
finance products

Market insights

Motivation to continue ESG reporting (in %)

Part of long-term strategy & goals
Stay ahead of regulations

Other

Maintain investor & partner trust

Meet supply chain requirements

Not planning to continue ESG reporting

0O 5 10 1B 20 25 30 35

1.Bring ESG into financial planning by
focusing on the metrics lenders actually look at,
such as emissions exposure, carbon cost
sensitivity, and whether transition plans are
credible and linked to future cash flows.

2.Track buyer ESG scorecards and adjust

internal KPIs accordingly. This keeps
sustainability efforts focused on the criteria that
directly influence customer decisions and
revenue.

3.Prepare for carbon pricing impacts in your

supply chain. For CBAM exposure, use our
CBAM calculator.

4.Use market signals as proof of return.

Improvements in ESG ratings, supplier data
quality, or emissions profiles often show up as
better financing terms, stronger positioning in
tenders, or lower risk premiums, which makes
them easier to justify internally as business
investments rather than compliance work.

5.Benchmark against competitors regularly

as ESG becomes a differentiator in sales
cycles.

One in three companies (33%) are
planning to continue ESG
reporting as part of their long-term
strategy.

28% do it to stay ahead of ESG
regulations.

Source: Coolset - Decoding the Omnibus proposal webinar, March 2025.



https://www.coolset.com/cbam#CBAM-widget
https://www.coolset.com/webinars/webinar-decoding-the-eu-omnibus

Trend 4

Renewables overtake coal, but grids become

In the first half of 2025, the global energy transition
reached an important milestone. For the first time,
electricity generated from renewable sources

overtook coal at the global level.

This shift was driven mainly by solar and wind.
Solar alone accounted for the vast majority of new
electricity added to the system, meeting around
83% of global demand growth. Wind continued to

scale in parallel and is expected to grow by roughly
45% between 2025 and 2030.

This did not happen overnight. Renewable capacity
has been expanding steadily for more than a
decade.

the bottleneck

Costs have fallen, deployment has accelerated,
and clean power has become the default choice for
new generation in most markets.

That momentum is still visible in the numbers.
According to the International Energy Agency,

global renewable power capacity is expected to
roughly double between 2025 and 2030, adding
around 4,600 gigawatts. To put that
perspective, that means the world is on track to add

into

the equivalent of China, Europe, and Japan's
current power capacity combined within five years.

Change in electricity generation: H1-2025 v H1-2024 (TWh)

Wind and solar met 109% of the demand change in H1-2025

Wind
97

Solar 306

Solar and wind Nuclear

Hydro, bioenergy,

27

Demand

Fossil

other RES
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Source: Monthly electricity data, Ember 2025


https://ember-energy.org/latest-insights/global-electricity-mid-year-insights-2025/
https://ember-energy.org/latest-insights/global-electricity-mid-year-insights-2025/
https://www.iea.org/reports/renewables-2025/renewable-electricity
https://www.iea.org/reports/renewables-2025/renewable-electricity
https://ember-energy.org/latest-insights/global-electricity-mid-year-insights-2025/

Eurelectric, representing 3500 European utilities
active in power generation, distribution and supply,
described 2025 as a “turning point” for Europe’s
power sector. Record solar growth, with total
generation exceeding 340 TWh, lifted solar to
12.5% of the EU power mix, the highest share ever

recorded.

Not all regions are moving at the
same speed

Political backing for renewables is not consistent
across regions. In the United States, several

offshore wind projects were delayed or cancelled in
2024-2025
challenges, and subsidy uncertainty.

amid policy reversals, legal

These developments have tightened capital
availability and raised financing costs, increasing
the risk that renewable build-out becomes more

concentrated among fewer players.

Europe has also sent mixed signals. While headline
renewable targets were raised to 42.5% by 2030,

parts of the broader decarbonization agenda were
softened or delayed. This has contributed to a

perception that political pressure on the transition
may ease, even as infrastructure needs continue to
grow.

Elsewhere, the picture is different. China continues
to invest heavily in solar, wind, batteries, and grid
infrastructure as part of a long-term industrial
strategy. In 2025 alone, it installed more solar and
wind capacity than any country in history in one

year and is expected to account for more than two-
thirds of global new additions.

Alongside this, geo-engineering_ and climate

intervention technologies are receiving growing

attention and funding. Because cutting emissions is
happening too slowly, some scientists are studying
last-resort climate interventions like stratospheric
aerosol injection.
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The constraint: grid infrastructure

As
bottleneck has come into focus. The electricity grid

renewable generation scales, a different

is struggling to keep up. Grid integration

challenges,_connection queues and insufficient

transmission capacity are cited by the International
Energy Agency as key barriers to scaling
renewables, delaying projects and increasing costs.

In practical terms, this means that many completed
or near-complete wind and solar projects cannot
deliver power when they are ready. In some
regions, connection queues now stretch several

years. In others, developers face uncertainty about

whether projects will ever connect at full capacity.

Record solar growth,
with total generation
exceeding 340 TWh,
lifted solar to 12.5% of
the EU power mix, the
highest share ever
recorded.

Even where renewables are already connected,
grid limits can force curtailment. Solar farms and
wind turbines are sometimes asked to reduce
output because the network cannot absorb the
electricity at that moment. This has become
increasingly common in markets with high

renewable penetration, including parts of Australia

and southern Europe.

Transmission and distribution networks are now
widely cited as the biggest barrier to further
renewable expansion. The challenge is moving
electricity reliably from where it is produced to
where it is needed.


https://www.eurelectric.org/about/
https://www.eurelectric.org/news/electricity-2025-solar-growth-volatility/
https://www.eurelectric.org/news/electricity-2025-solar-growth-volatility/
https://renewablesnow.com/news/overview-us-offshore-wind-grounded-by-policy-shift-before-scaling-up-1286799/
https://renewablesnow.com/news/overview-us-offshore-wind-grounded-by-policy-shift-before-scaling-up-1286799/
https://techcrunch.com/2025/12/22/trump-admin-halts-6-gw-of-offshore-wind-leases-again/
https://techcrunch.com/2026/01/05/offshore-wind-developers-sue-trump-administration-for-halting-25b-in-projects/
https://techcrunch.com/2026/01/05/offshore-wind-developers-sue-trump-administration-for-halting-25b-in-projects/
https://energy.ec.europa.eu/topics/renewable-energy/renewable-energy-directive-targets-and-rules/renewable-energy-directive_en
https://www.theguardian.com/environment/2025/jun/26/eu-rollback-on-environmental-policy-deregulation-european-green-deal
https://www.reuters.com/business/energy/win-or-lose-trumps-fossil-fuel-gamble-crowns-china-clean-energy-king-2026-01-14
https://www.reuters.com/business/energy/win-or-lose-trumps-fossil-fuel-gamble-crowns-china-clean-energy-king-2026-01-14
https://www.reuters.com/sustainability/climate-energy/chinas-solar-power-capacity-growth-slow-h2-after-pricing-reforms-2025-08-13/
https://www.reuters.com/sustainability/climate-energy/chinas-solar-power-capacity-growth-slow-h2-after-pricing-reforms-2025-08-13/
https://arxiv.org/abs/2511.13376
https://arxiv.org/abs/2511.13376
https://www.iea.org/reports/renewables-2025
https://www.iea.org/reports/renewables-2025
https://www.iea.org/reports/renewables-2025
https://www.weforum.org/stories/2024/07/nature-climate-news-renewable-energy/
https://www.weforum.org/stories/2024/07/nature-climate-news-renewable-energy/
https://www.canarymedia.com/articles/transmission/the-us-has-more-clean-energy-projects-planned-than-the-grid-can-handle
https://www.reuters.com/sustainability/climate-energy/australias-green-power-glut-signals-looming-test-asias-grid-limits-2025-10-30/

Why this matters for companies

For businesses, grid constraints increasingly shape
real decisions.

Connection delays affect new projects

Manufacturers, data centers, and electrification-
heavy industries depend on reliable grid access.
When renewable capacity outpaces grid readiness,
companies can face long_waits for connection
This
electrification plans, and decarbonization timelines.

approvals. can delay site expansion,

Curtailment and volatility raise costs

Grid
renewable producers and increase system costs

congestion can reduce revenues for

overall. For end users, this can translate into more
volatile electricity prices, especially in regions
where supply is abundant but transmission is
limited.

Energy strategy now depends on grid
readiness

Companies can no longer assess renewable
options in isolation. Decisions about where to
locate facilities, how to source clean power, or
whether to invest in on-site generation increasingly
depend on local grid capacity, flexibility, and

reliability.

In many markets, grid constraints already influence

decisions around energy storage, demand

response, and even facility location.
From building renewables to fixing the grid

The energy transition has reached a new phase.
Generation is no longer the main constraint.
Delivery is.

In 2026, grid capacity and flexibility are likely to
shape energy investment and policy more than
headline renewable targets. Attention will continue
to shift toward a few key areas:
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e Grid expansion and modernization -
Building new transmission lines and upgrading
aging networks to handle higher volumes of
variable power. For example, in India’s state of

Guijarat, the government committed roughly
329,000 crore (about €3.2 billion) to build the
third Green Energy Corridor, adding thousands
of kilometres of high-voltage transmission lines
to connect

and substations large new

renewable zones to the wider grid.

e Energy storage and flexibility - Pairing
renewables with storage, demand response,
and flexible consumption to reduce curtailment
and smooth supply. For example, in Scotland,
planning permission was granted for a 500
MW /1 GWh battery storage facility designed
to enhance grid flexibility and enable greater
renewable integration by storing excess wind
and solar power and releasing it when needed.

e Regional grid planning - Improving

coordination across regions and borders to

move clean power more efficiently rather than
treating grids as isolated systems. For example,
the ASEAN Power Grid initiative aims to link
electricity systems across Southeast Asia so

countries can share excess capacity and
balance demand and supply across borders.

e Smarter grid operations - Using digital
controls and advanced forecasting to increase
throughnut and stability as electricity sources
diversify. According to the International Energy

Agency, smart grids improve how electricity
networks match variable generation with
consumption, boosting reliability and reducing
the need for costly infrastructure upgrades.

that
successfully will offer more reliable and predictable

Regions address these challenges

access to clean energy. That is becoming a
competitive advantage for companies pursuing


https://timesofindia.indiatimes.com/city/ahmedabad/gujarat-to-fortify-green-energy-grid-with-rs-29k-cr-investment/articleshow/121420827.cms
https://timesofindia.indiatimes.com/city/ahmedabad/gujarat-to-fortify-green-energy-grid-with-rs-29k-cr-investment/articleshow/121420827.cms
https://www.thescottishsun.co.uk/money/15731126/tesla-battery-energy-site-eccles
https://www.worldbank.org/en/region/eap/brief/asean-power-grid-financing-apgf-initiative
https://www.iea.org/energy-system/electricity/smart-grids
https://www.iea.org/energy-system/electricity/smart-grids
https://www.reuters.com/business/energy/uk-energy-regulator-proposes-new-rules-cut-backlog-projects-awaiting-grid-link-2024-11-08
https://www.reuters.com/business/energy/uk-energy-regulator-proposes-new-rules-cut-backlog-projects-awaiting-grid-link-2024-11-08
https://www.energycentral.com/renewables/post/tackling-renewable-energy-curtailment-causes-impacts-and-jmfnYmEouW8YwEB
https://www.energycentral.com/renewables/post/tackling-renewable-energy-curtailment-causes-impacts-and-jmfnYmEouW8YwEB

electrification and long-term decarbonization How to act

goals.
Who it impacts

o Energy-intensive industries (manufacturing,
logistics, data centers)

o Companies planning EV fleets, heat pumps, or
electrified production lines

¢ Procurement teams negotiating PPAs

o Real-estate teams choosing new facility
locations

1.Include grid-capacity feasibility checks in site
selection and procurement decisions.

2.Use storage or flexible demand strategies to
mitigate congestion or curtailment.

3.Review PPAs for grid-related risks and
curtailment clauses.

4.Engage local grid operators early to secure
capacity allocations.

5.Build dual strategies: onsite generation plus
contracts for time-matched clean energy.
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Trend 5

Multilateral climate coordination is losing

It's an uncomfortable reality, but hard to deny:
coordinating climate action globally is getting
harder. Countries are pulling in different directions,
and political alignment is becoming more difficult to

sustain.

At a global level, sustainability has become more

politically contested. Economic pressure, energy

security concerns and domestic political shifts are
pulling attention away from multilateral climate
commitments. While countries continue to restate
long-term goals, follow-through at the global
negotiating table is increasingly fragile.

This gap between what has been pledged and
what is being collectively agreed is showing up
across institutions. In August 2025, global plastics

treaty talks in Geneva stalled over a fundamental
disagreement: whether the treaty should limit
plastic production or focus only on waste and
recycling. With no consensus, negotiations broke
down, delaying any binding global response to
plastic pollution.

A similar pattern emerged around climate science

governance. Governments failed to agree on the
scope and timing_of the IPCC's next assessment

cycle, delaying updates to the core scientific
reference that policymakers rely on. This means
countries will depend on ageing climate
assessments for longer, even as conditions evolve

rapidly.
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momentum

At the
negotiations on aligning_global shipping_with net-

International Maritime  Organization,

zero targets also stalled.

Disagreement over timelines and ambition left
progress on decarbonizing one of the world’s most
emissions-intensive sectors on hold.

Even when the evidence was ready, coordination
faltered. Governments were unable to approve the
Summary for Policymakers of UNEP’s flagship

environment report after disputes over framing and
language. The findings were published, but without

formal political endorsement, limiting their

influence.

Responsibility is
shifting downward
from global
agreementsto
regional blocs,
national rules, and
ultimately company-
level decisions.

{1



https://www.climatechangenews.com/2025/09/12/countries-trail-cop30-ndcs-clash-on-global-response-to-shortfall-in-national-climate-plans
https://www.climatechangenews.com/2025/09/12/countries-trail-cop30-ndcs-clash-on-global-response-to-shortfall-in-national-climate-plans
https://www.reuters.com/sustainability/sustainable-switch-climate-focus-us-withdraws-un-climate-treaties-2026-01-10
https://www.reuters.com/sustainability/sustainable-switch-climate-focus-us-withdraws-un-climate-treaties-2026-01-10
https://www.theguardian.com/environment/2025/aug/15/plastic-pollution-talks-geneva-treaty
https://www.ucl.ac.uk/news/2025/dec/comment-why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it
https://www.ucl.ac.uk/news/2025/dec/comment-why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it
https://www.ucl.ac.uk/news/2025/dec/comment-why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it
https://www.reuters.com/world/global-shipping-climate-talks-stall-imo-2025
https://www.reuters.com/world/global-shipping-climate-talks-stall-imo-2025
https://www.bbc.com/news/articles/c1w9ge93w9po

These failures share a common root: there is no
single authority setting binding global direction.
Multilateral
consensus across countries with very different

economic structures, development stages and
political incentives. As those differences widen,
agreement becomes harder to reach, even when
the underlying science is clear.

How this is playing out for
companies

Teams are being asked to execute while global
coordination lags behind.

As a result, responsibility is increasingly shifting
downward from global agreements to regional
blocs, national rules, and ultimately company-level
decisions. Multilateral climate processes are
struggling to deliver clear, timely direction at the

moment alignment matters most.

For sustainability teams, this means fewer global
signals to rely on, more fragmentation to manage,
and a growing need to act without waiting for
consensus that may not arrive.

Market insight:

Confidence in EU institutions to provide timely
guidance on EUDR (in %)

No confident
Somewhat confident
No opinion [l

Very confident § 2

climate governance depends on

Fossil fuel phase-out: where talks
keep breaking down

This fatigue is especially visible around fossil fuels.

At the recent COP30 in Belém, Brazil, political
negotiations led to all references to fossil fuels
being removed from the final declaration after
objections from a small group of countries.

The same pattern was visible at COP28 in Dubai
where countries avoided a firm phase-out
commitment and instead agreed on language
about a “transition away,” without timelines or

enforcement.

This reflects how climate science is often translated
into policy. Scientific summaries linked to climate
and environmental assessments are negotiated line
by line by governments. Language on fossil fuels
and emissions pathways is often softened or

dropped to secure consensus. Over time, this has
reduced the clarity and strength of multilateral
signals.

Confidence in EU guidance
has been decreasing, with 69%
of companies saying they do
not trust the EU to provide

timely and clear guidance on

EUDR compliance.

Source: Coolset - Debating EUDR delay, 2025



https://earth.org/reactions-pour-in-after-weak-cop30-agreement/
https://www.unfccc.int/cop28/outcomes
https://theconversation.com/why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it-269749
https://theconversation.com/why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it-269749
https://unfccc.int/process-and-meetings/united-nations-framework-convention-on-climate-change
https://unfccc.int/process-and-meetings/united-nations-framework-convention-on-climate-change

Climate finance is growing but not
fast enough

Climate finance continued to expand in 2025,
reaching around $1.3 trillion per year. Developed

countries also finally met the $100 billion annual

climate finance goal, albeit two years late and

largely through loans and mobilized private finance
rather than new public funding.

The problem is scale. Climate Analytics estimates

that around $3 trillion per year is needed by 2030
to stay on track. Current flows fall well short of that
trajectory.

There's also a mismatch in where the money goes.
The Climate Adaptation Finance Index 2025 shows

that most climate finance still flows to mitigation
projects and wealthier countries, while adaptation
funding remains limited and unevenly distributed.
Regions most exposed to climate impacts continue
to receive a smaller share of support.

Market dynamics reinforce this imbalance. OMFIF
finds that capital continues to favor projects with
clearer returns, while resilience and adaptation
struggle to attract sufficient investment, even as
physical climate risks grow more visible. This
results in a failure to scale, allocate, and deliver it at
the pace required.

Lobbyist influence reached record
highs

At the same time, industry influence inside climate
negotiations has increased sharply. At COP30, a
record number of fossil fuel
with

outnumbered the combined delegations of many

lobbyists were

accredited, estimates showing they

climate-vulnerable countries.

While presence doesn’t automatically dictate
outcomes, it raises questions about balance,

access, and whose interests shape negotiations.
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Source: Civil society actions at COP30, earth.org

Trust between Global South and
Global North is low

A big reason negotiations keep stalling is that the
process isn't “equal voice"” in practice. Some
countries arrive with large teams of lawyers,
technical experts, and seasoned negotiators.
Others arrive with one or two people trying to cover
multiple rooms at once. That imbalance shapes

what gets discussed and what gets dropped.

As Professor Catalina Turcu, Sustainable Built

Environment of UCL shared in an article for the

Conversation: “Some nations dominate the floor
with
technical experts and seasoned negotiators. They

large, well-prepared teams, armed with
arrive with detailed positions, ready to shape the
agenda. Others, often from smaller or less-well-
resourced states, struggle to be heard. Their
delegations are thin, sometimes just one or two
people juggling multiple sessions.”

When countries most exposed to climate impacts
feel sidelined, trust erodes quickly. And without
trust, agreement on shared responsibility, finance,
timelines, and accountability becomes harder to
reach.


https://climateanalytics.org/comment/the-state-of-climate-action-in-2025-10-key-findings
https://www.carbonbrief.org/analysis-seven-charts-showing-how-the-100bn-climate-finance-goal-was-met/
https://www.carbonbrief.org/analysis-seven-charts-showing-how-the-100bn-climate-finance-goal-was-met/
https://climateanalytics.org/comment/the-state-of-climate-action-in-2025-10-key-findings
https://www.brot-fuer-die-welt.de/fileadmin/mediapool/downloads/fachpublikationen/Anpassungsindex/Climate_Adaption_Finance_Index_2025.pdf
https://www.omfif.org/2025/11/climate-finance-from-transition-to-transformation/
https://www.theguardian.com/environment/2025/nov/14/fossil-fuel-lobbyists-cop30
https://theconversation.com/profiles/catalina-turcu-407414
https://theconversation.com/why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it-269749
https://theconversation.com/why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it-269749
https://earth.org/cop30-fossil-fuel-lobbyists-outnumber-every-country-delegations-except-brazil/

From global consensus to smaller
coalitions

Consensus is meant to protect fairness. In practice,
it also allows a small number of countries to block
progress.

As a result, cooperation is fragmenting. When

global agreement can't be reached, smaller

coalitions and regional initiatives move ahead

instead. Analysts increasingly argue that allowing
"“coalitions of the willing” to act when consensus
fails may be the only way to break deadlock.

What this means for companies

The practical consequence is clear: companies can
no longer rely on the UNFCCC process to produce
predictable policy trajectories.

As negotiations stall, unilateral and regional
approaches fill the gap. Countries move on their
own, setting national rules, forming regional blocs,
or joining smaller alliances.

As Turcu warned “Failure to reach global
agreements will invite fragmented, unilateral fixes,”
making climate governance increasingly uneven

and harder to anticipate.

For sustainability teams, this raises the bar. Instead
of one global rulebook, businesses must navigate
overlapping standards, diverging timelines, and
region-specific requirements, often with limited
warning.

Who it impacts

e Sustainability leads setting long-term targets

¢ Risk teams modelling policy and transition risk

e Multinationals operating across divergent
climate regimes

decarbonization

e Consultants advising on

pathways
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How to act

1.Design climate strategies that hold up even if
global rules don't converge.

2.Track regional and bilateral initiatives more
closely than COP outcomes.
3.Stress-test  decarbonization

plans across

multiple policy scenarios.

4. Avoid over-reliance on global carbon markets
and diversify mechanisms.

5.Use voluntary standards like ISSB and SBTi to
maintain consistency across jurisdictions.


https://theconversation.com/profiles/catalina-turcu-407414
https://theconversation.com/why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it-269749
https://theconversation.com/why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it-269749
https://theconversation.com/why-global-environmental-negotiations-keep-failing-and-what-we-can-do-about-it-269749

Trend 6

Global South as rule-maker

For many years, climate policy mostly flowed in one
direction. Rules were shaped in Europe and North
America, negotiated in global forums, and then
implemented elsewhere.

But in 2025, that pattern became harder to rely on.

The University of Oxford’s Climate Policy Monitor
Annual Review 2025 shows that around three-
quarters of new climate policies adopted since
2024 emerged outside Europe and North America.

North America

4%
Africa
19%

Middle East &
North Africa
13%

Source: New climate policies adopted since 2024 by
region, University of Oxford Climate Policy Monitor Annual
Review 2025

Across three of the six policy domains assessed,
including carbon crediting, climate-related
disclosure, and green prudential rules, developing
countries now lead advanced economies in policy
ambition.
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shift
is being shaped. As

This marks a clear in where climate

governance researcher

Nwaneri Justin Chukwuma observes, “...the Global

South is not merely reacting to global inequities but
actively  shaping structures  of
influence.” Climate policy is increasingly written

alternative

where emissions are produced, land is managed,
and infrastructure is built.

Disclosure leadership is changing
hands

One of the clearest signals of this shift is climate
disclosure.

On average, several Latin American and African
countries now have more ambitious climate
disclosure requirements than their North American
and European counterparts. In many cases, these
frameworks go further on areas Western markets
have been slower to tackle, including more
comprehensive reporting and clearer expectations

around Scope 3 emissions.

A major driver has been the work of the
International Sustainability Standards Board (ISSB).
Its IFRS S1 and S2 standards have provided a
global baseline that countries from Rwanda, Brazil,

China, Japan, Mexico, and South Korea are actively
adapting to local economic and development
priorities.

Early signals from 2026 suggest this momentum is
accelerating, with China finalizing_IFRS-aligned

sustainability requirements and countries such as

the Philippines moving in the same direction.


https://msipublishers.com/wp-content/uploads/2025/08/MSIJALJ02A082025-GS.pdf
https://msipublishers.com/wp-content/uploads/2025/08/MSIJALJ02A082025-GS.pdf
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.ifrs.org/issued-standards/ifrs-sustainability-standards-navigator/
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.galaxyapac.com/chinas-esg-reporting-standards-preparing-businesses-for-2026-and-beyond/
https://www.galaxyapac.com/chinas-esg-reporting-standards-preparing-businesses-for-2026-and-beyond/
https://www.esgtoday.com/philippines-launches-mandatory-ifrs-based-sustainability-reporting-standards
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This shift stands in contrast to developments in
Europe. While the EU maintains high-level climate
ambitions, parts of its policy framework are being
softened or reconsidered, including recent debates
on scaling_back sector-specific decarbonization

requirements. The message increasingly is that
targets matter, but enforcement and reporting
obligations are negotiable.

Elsewhere, ambition is being paired more tightly

with disclosure. India, for example, has set
aggressive goals for 2030, including reaching 50%

non-fossil energy capacity (which it attained five

years early) and cutting emissions intensity by
45%, alongside a long-term net-zero target by
2070. For many emerging economies, robust
disclosure is seen less as a compliance burden and
more as a tool to support credibility, investment,
and transition planning.

Rather than copying Western disclosure models,

many governments are using ISSB standards as a
starting point and building outward.

28

As Chukwuma notes, this reflects what scholars
describe as “epistemic resistance”: a move away

from treating Western frameworks as universal,
and toward climate reporting systems grounded in
local realities.

This reflects what
scholars describe as
“epistemic resistance’:
a move away from
treating Western
frameworks as
universal, and toward
climate reporting
systems grounded in

local realities.

Source: MSIP, 2025.



https://msipublishers.com/wp-content/uploads/2025/08/MSIJALJ02A082025-GS.pdf
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.esgtoday.com/eu-to-scrap-requirements-for-100-emissions-reduction-from-new-cars-by-2035/
https://www.esgtoday.com/eu-to-scrap-requirements-for-100-emissions-reduction-from-new-cars-by-2035/
https://www.mymetalogic.com/top-stories/india-attains-50%25-clean-energy-ahead-of-2030-target-687b6e64e17466f30489f372?srsltid=AfmBOor_vKMZGmXe4cwcy8vYSukOjV3fW4L2SV9rxbfnEt1rDcSJBdH_
https://www.mymetalogic.com/top-stories/india-attains-50%25-clean-energy-ahead-of-2030-target-687b6e64e17466f30489f372?srsltid=AfmBOor_vKMZGmXe4cwcy8vYSukOjV3fW4L2SV9rxbfnEt1rDcSJBdH_
https://msipublishers.com/wp-content/uploads/2025/08/MSIJALJ02A082025-GS.pdf

Africa is going big on carbon
markets

Carbon markets provide another clear example of
South-led rule-making.

Several African countries are moving beyond pilot

projects toward nationally governed carbon market
systems designed to support domestic transition
goals.

Nigeria's Carbon Market Activation Policy, finalized
in March 2025, illustrates this approach clearly. For
land-based projects on public and community land,
Nigeria requires that at least 40% of net carbon
revenues flow directly to local communities, with a
25% requirement for non-land-based projects.

This embeds social outcomes directly into market
design, going further than most Western carbon
frameworks currently mandate. In this way, carbon
markets act as climate finance tools shaped around
national development priorities.

Regional priorities are diverging

The Climate Policy Monitor also shows how

different regions are prioritizing different policy
areas, rather than following a single Brussels or
Washington playbook.

e Roughly one-third of new carbon crediting
rules since 2024 emerged from the Middle
East and North Africa

o Nearly 30% of new disclosure rules came from

Asia-Pacific countries
e More than half of recent methane abatement
policies originated in African and Latin

American jurisdictions
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Regions are focusing on policy areas that align
with their emissions profiles, resource bases, and
development needs. Rather than a weakness,
this fragmentation is becoming a defining feature
of climate governance.

From policy adoption to policy
setting

The Global South is increasingly shaping climate
finance, resilience funding, carbon markets, and
trade-related sustainability expectations on their
own terms.

Take Brazil's proposed Tropical Forests Forever

Fund (TFFF). It seeks to reward countries for
protecting tropical forests, with 20% of funds
reserved for Indigenous Peoples. With over 70
developing countries eligible, it's one of the world's
largest multilateral funds.

As we saw earlier, African governments are also
reshaping carbon markets on their own terms.
framework,

Kenya's national carbon market

adopted in 2024, sets clear rules on approval,
benefit-sharing, and oversight, treating carbon
markets as domestic climate finance tools.

Infrastructure tells a similar story. South-led
development banks and coalitions, such as the
BRICS New Development Bank and the African
Development Bank, are funding renewables, grids,

and resilience projects with fewer external
conditions. In doing so, they're helping define what
"transition-ready" infrastructure looks like on the

ground.

In each case, policy-setting power is moving closer
to where land, energy, carbon, and materials
originate.


https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://mecouncil.org/publication_chapters/carbon-markets-and-emission-reduction-strategies-for-achieving-net-zero-emissions-in-the-mena-region/
https://mecouncil.org/publication_chapters/carbon-markets-and-emission-reduction-strategies-for-achieving-net-zero-emissions-in-the-mena-region/
https://www.carbonmarketsafrica.com/news-and-media/a-new-dawn-for-african-carbon-markets
https://cop30.br/en/news-about-cop30/tropical-forests-forever-facility-tfff-proposes-innovative-financing-model-for-conservation
https://cop30.br/en/news-about-cop30/tropical-forests-forever-facility-tfff-proposes-innovative-financing-model-for-conservation
http://ey.com/en_gl/technical/tax-alerts/kenya-publishes-climate-change--carbon-markets--regulations--202
https://brics.br/en/about-the-brics/new-development-bank
https://www.afdb.org/en
https://www.afdb.org/en
https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf
https://www.fastmarkets.com/insights/nigeria-finalizes-carbon-market-policy-targets-2-5-bln-in-climate-investment-by-2030/
https://www.fastmarkets.com/insights/nigeria-finalizes-carbon-market-policy-targets-2-5-bln-in-climate-investment-by-2030/

Why this matters for companies

For companies, the main change is where
expectations come from. Climate requirements are
increasingly emerging upstream, from producing
countries and regional blocs that now have

coordination, leverage, and policy ambition.

As warned in the Climate Policy Monitor, we can't

assume that climate standards will continue to
cascade from North to South.

Instead, in 2026, companies should expect new
rules, pricing mechanisms, data requirements, and
negotiation positions to originate in exporting
regions, particularly around carbon markets, land
use, resilience finance, and transition planning.

That has practical consequences:

e Supply chains may face new sustainability
conditions set by exporting countries

e Carbon market participation may depend on
locally defined integrity and benefit-sharing
rules

¢ Infrastructure and energy investments may
with
frameworks, not just international ones

need to align regional transition

Who it impacts

e Multinationals sourcing from the Global South

e Procurement and compliance teams handling
due diligence

e Commodity traders

¢ Investors in emerging markets

How to act

1.Monitor South-driven standards (forest
finance, carbon markets, due diligence) as

closely as EU and US rules

2.Build supplier partnerships that align with local
climate and development priorities

3.Reassess sourcing strategies if key producing

countries introduce new  sustainability
conditions
4. Prepare for more assertive negotiation

positions in trade-linked sustainability topics

5.Engage with local institutions early to

understand expectations before they become
binding



https://www.bsg.ox.ac.uk/sites/default/files/2025-11/Climate%20Policy%20Monitor%20Annual%20Review%202025.pdf

Key takeaways

Taken together, our 2026 predictions point to a

more complex and less predictable landscape.

Pressure is coming from multiple directions, and

waiting for clarity is increasingly risky.

The takeaways below show what's already

changing and what companies need to adapt to

now.
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Regulation is no longer the only driver. Even
where rules slowed or shifted, expectations
from markets, buyers, and producing countries
kept moving. Waiting for perfect regulatory
clarity is not a viable strategy.

Execution how matters more than intent.
Whether it's reporting, traceability or transition
planning, the gap between ambition and
operational readiness is widening, and that gap
is increasingly visible.

Supply chains are the pressure point.
Traceability, resilience and upstream data
directly affect market access, pricing, and

credibility.

Markets are pricing sustainability in real
time. Financing terms, procurement decisions
and risk assessments are already reflecting
sustainability performance, often faster than
regulation does.
Climate policy is fragmenting. Global
negotiations are slower and less predictable.
Regional, national and bloc-level rules are filling
the gap, creating a more complex operating
environment.

Rule-making power is shifting. Producing
and Global
increasingly shaping climate finance, carbon

countries South blocs are
markets, and transition pathways. Expectations
will not come only from importing markets.

Flexibility beats perfection. Companies that
invest in adaptable systems, consistent data,
and scenario planning are better positioned
than those optimizing for a single regulatory
outcome.



Final words

If 2025 taught us anything, it's that sustainability doesn’t move in a straight line. Rules shift, timelines
slip, and political certainty ebbs and flows. But expectations do not.

Across the past year, teams were forced to make decisions without a stable regulatory baseline. Instead
of predicting the next policy change, what mattered most was building systems that could hold up when
conditions change.

In 2026, sustainability work will increasingly value readiness over interpretation. This means less time
debating what a rule might mean and more pressure to show that emissions data, supplier information
and controls actually exist, and can be reused when scrutiny increases.

The companies that move forward will be those treating sustainability less as a reporting task and
more as infrastructure: embedded in data, supply
chains, financing decisions and long-term planning.

Uncertainty hasn't disappeared completely, but the direction is clear: 2026 will reward teams who are
prepared for fragmentation rather than waiting for perfect alignment. Those that wait will feel the
pressure.

2026 will reward teams who are prepared for
fragmentation rather than waiting for
perfect alignment.
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