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EBA’s roadmap on sustainable finance

TRANSPARENCY
AND DISCLOSURES

EBA Roadmap (Decembre 2022) sets out EBA’s objective and S MR A0 SUSTAIRARLE
approach in the area of sustainable finance and ESG

o RISK MANAGEMENT

Facilitating access to AND SUPERVISTON
information and

promoting market

discipline

Monitoring
material ESG
risks and
developments in
sustainable
finance

Integrating ESG
factors and risks in
risk management
and supervision

Continuity from the EBA’s first action plan but also expansion of
the area of work

Identifying the
areas for

Overall objective is to build an adequate framework for EU banks

. . ey . Integrating fesibie
and their supervisors to mitigate ESG risks and support an orderly supeRvisory ({7, Y iermatonon il envcamni
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transition to a sustainable economy

reporting eenvironmental

and social risks

*  ensuring a thorough but proportionate application

Specifying key
features, drivers and
risks of greenwashing
and assessing its
interaction with

Embedding ESG
risks gradually in
the stress testing
framework to help
identify banks'

*  fostering resilience of the EU banking sector and broader
economy

sustainable banking STRESS-TESTING

products

* facilitating convergence at EU and international levels GREENWASHING

through a holistic and sequenced approach

STANDARDS
AND LABELS
Source: https://www.eba.europa.eu/eba-publishes-its-roadmap-sustainable-finance o
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https://www.eba.europa.eu/eba-publishes-its-roadmap-sustainable-finance

ESG risks across the three pillars of the banking regulation: Pillar 3 — disclosures
on ESG risks

Objective: enhanced transparency on ESG risks through qualitative (E, S, G) and quantitative (E) information

Qualitative
information

Climate transition Climate physical .
: . Implementation
risk risk
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ESG risks across the three pillars of the banking regulation: Pillar 2 — ESG risk
management and supervision

Objective: ensure sound management of ESG risks by institutions and progressive integration into supervisory practices

¢ ESG factors
®ESG risks
e Transmission

channels

Common
definitions

Indicators,
metrics and
methods to

evaluate ESG

m risks

*E, S and G metrics
¢ ESG risk evaluation

and estimation
tools

¢ ESG factors as risk
drivers

e Extension of time
horizon in SREP
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ESG risk
management

e Business strategy

and process
e Governance and
risk management
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f ESG risks management by
institutions:

* EBA Guidelines on loan
origination and monitoring

* EBA Guidelines on internal
governance and on
\ remuneration policies
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ﬂurther developments

EBA GLs on ESG risks
management under CRD6

Review of EBA GLs on institutions
stress testing and/or new GLs to
cover ESG stress testing

Review of GLs on governance and
remuneration
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(ESG risks supervision by competent \
authorities:

¢ Integration within existing SREP
elements

* Longer term perspective
* Principle of proportionality

( Phased-in approach

J

v

ﬂurther developments
Review of EBA GLs on supervisory
review and evaluation processes

* Supervisory assessment of
transition plans

* Assessment of risks
* Assessment of capital adequacy

Planned ESAs GLs on supervisory

\stress testing
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ESG risks across the three pillars of the banking regulation: Pillar 1 — capital
requirements for exposures subject to ESG risks

Objective: ensuring a robust prudential framework by assessing whether changes would be justified
from a risk-based perspective

Principles for the analysis Approach Preliminary conclusions
* Risk-based approach — * Analysis of existing * Better use of existing
resilience of the financial mechanisms — identify what is mechanisms needed
sector not covered * Targeted enhancements to
* Holistic view — Pillar 1 is part of ¢ Consider forward-looking the framework rather than
the overall framework aspects dedicated risk-weighted
* choose appropriate tools ¢ Evidence-based approach — not adjustment factors
e avoid double counting only historical data but also
potential scientific Vidence
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Standards and labels — EBA opinion on green loans and mortgages

Background: EU Commission’s Strategy for financing

transition to a sustainable economy

Focus of the EU Commission request: banks’ unsecured and
secured green loans to retail and SME borrowers

Four building elements of the request:
1. overview of green loans and related market practices

2. voluntary green loan definition based on the EU
Taxonomy

3.  measures to encourage and facilitate the uptake of
green loans while ensuring the protection of retail
borrowers

4. green loan origination practices
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EBA report and opinion — delivered in December 2023

Industry survey to collect data and information on
practices (83 banks from 27 countries with over 52% of
total assets in EEA)

Evidence-based policy advice to the EU Commission:

* avoluntary green loan definition and a green loan
label — a pragmatic and flexible approach

* link with EuGB and Taxonomy disclosures

* embedding in public support schemes

* specific advice related to the integration of green
mortgages in the MCD

* _n@ed for further work on transition finance
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021DC0390
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021DC0390
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