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The EU Strategy on sustainable finance

« Based on the 2018 Action Plan on sustainable finance, the Commission has taken
unprecedented steps to establish the foundations for sustainable finance.

* This strategy sets how the objectives of the European Green Deal are translated
throughout the financial system and ensures actors across all sectors of the economy are
able to finance their transition regardless of their starting point.

* These policies build on the Commission’s collaboration and partnerships with external
private and public initiatives to foster financial sector leadership towards achieving EU

sustainability goals.
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The foundations of the EU sustainable
filnance framework

~

1. EU TAXONOMY

A common classification of economic
activities substantially contributing
to environmental objectives, using
science-based criteria.

= Taxonomy Regulation: adopted
on 18 June 2020

2. DISCLOSURES 3

(

Broad toolbox for companies, market
participants and financial intermediaries
to develop sustainable investment

solutions, while preventing green
\ washing.

Comprehensive disclosure regime for both non-
financial and financial institutions to provide
investors with the information necessary to
make sustainable investment choices.

A

= Sustainable Finance Disclosure Regulation (SFDR)

= EU Climate Benchmarks Regulation applies
applies since March 2021

since April 2020
= (Corporate Sustainibility Reporting Directive (CSRD)

Standard for European green bonds (EuGB),
proposed by the Commission in April 2021

proposed by the Commission today
= Sustainability preferences: adopted by the
Commission in April 2021
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The European Green Deal announced a
‘Renewed Sustainable Finance Strategy’

» Complete the work started under the 2018 Action Plan on Financing Sustainable Growth
» An evolved context provides need for additional measures in four key areas

FINANCING THE TRANSITION INCLUSIVENESS
TO SUSTAINABILITY o .

This strategy caters for the needs of, and
This strategy provides the tools and m provides opportunities to individuals and

policies to enable economicactors across @ small and medium companies to have

the economy to finance their transition greater access to sustainable finance.
plans and to reach climate and broader o

environmental goals, whatever their

starting point.

FINANCIAL SECTOR
RESILIENCE AND .
This strategy sets out how to promote an
CONTRIBUTION international consensus for an ambitious
_ _ global sustainable finance agenda.
This strategy sets out how the financial
sectoritself can contribute tomeet Green w
Deal targets, while also becoming more European

Commission
resilient and combatting greenwashing.



Financing the transition and improving

Inclusiveness

Action 1: Develop a more
comprehensive

framework and help the
financing of intermediary
steps towards sustainability

/

Recognise transition efforts
Include additional sustainable activities in the EU Taxonomy
Extend the framework of SF standards and labels

\_
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lI. Towards a more inclusive sustainable finance framework

Action 2: Improve the

inclusiveness of
sustainable finance

(&

Leverage the opportunities digital technologies offer for sustainable finance

mpower retail investors and SMEs to access sustainable finance

Offer greater protection from climate and environmental risks
Publish a report on a social taxonomy

kSupport green budgeting and risk-sharing mechanisms

~
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The EU double materiality approach %:fé

lll. Improving the financial sector’s resilience and contribution to sustainability: the double
materiality perspective

COMPREHENSIVE EU DOUBLE MATERIALITY APPROACH The double materiality approach

consists of the systematic integration
Q ., Inside out: impact on... : : i
1 5 et (Added EU approach) of both financially material
| EEE AMD

INVESToRs / sustainability risks (outside-in) and
\ O sustainability impacts (inside-out) in

- financial decision-making processes.
B{_lfl. o It is crucial that both angles of the
\ / materiality concept are duly

Integrated for the financial sector to
Outside in: risk f : ;
e L contribute pro-actively and fully to the
success of the European Green Deal.
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Strengthening financial sector’s resilience
and contribution to sustainabllity

4 _ N
Action 3: Enhance economic Reflect sustainability risks in financial reporting standards and accounting
and financial resilience to Identify and managing sustainability risks by banks and insurers
sustainability risks \_Manage sustainability risks at system level y
/Improve science-based target setting, disclosure and monitoring of the \
Act 41 0 financial sector’s commitments
ction 4. Increase the . : . : : :
e TSR G A ervlial Clarify the fiduciary duties and stewardship rules of investors to reflect
: . sustainability impacts
sector to sustainability o _
Improve the availability, integrity and transparency of ESG market research
Qnd ratings /
4 N

Monitor greenwashing risks and assess and review the current supervisory
and enforcement toolkit to address green-washing

Monitor an orderly transition of the EU financial system and develop a
robust monitoring framework to measure capital flows and assist Member
tates in assessing the investment gap

Action 5: Monitor an orderly
transition and ensure the
integrity of the EU financial
system S
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Fostering global ambition

Action 6: Set a high level of ambition in developing international sustainable finance

Initiatives and standards and to support EU partner countries

@eek an ambitious consensus in international forums \

« Seek an ambitious consensus in international forums, mainstream the concept of double materiality, stress
the importance of disclosure frameworks, and agree on objectives and principles for taxonomies.

Advance and deepen the work of the IPSF
* Propose to expand the work of the IPSF to new topics and strengthen its governance.

Support low- and middle-income countries in scaling up their access to sustainable
finance

\ Support our low- and middle-income partner countries in scaling up their access to sustainable finance by

developing a comprehensive strategy and by promoting sustainability-related financial instruments.
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Special focus — EU Taxonomy

G EU Taxonomy

European Green Bond Standard

a Corporate Sustainability Reporting Directive
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Taxonomy Regulation — defining sustainable

N~ J
A classification system A measuring tool A transition tool
Provides clarity on what is an environmentally Measures the degree of sustainability of an Helps investors and companies to plan and
sustainable activity and under which circumstances. investment and the degree of green activities report on the transition. It sets the objectives
of companies and the direction of travel for different

economic activities.

Ultimately, it helps raise the needed investments to build a net zero, resilient and

environmentally sustainable economy.
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Taxonomy Regulation: the climate and

environmental objectives

Climate change mitigation

Sustainable and protection of
water and marine resources;

lﬁ) Pollution prevention and control;

Climate change adaptation

Protection and restoration of
biodiversity and ecosystems.
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Taxonomy Climate DA - wide emissions and company coverage

First set of activities (draft Delegated act that covers climate change mitigation and adaptation objectives)

Electricity generation @ E E Buildings
Solar, wind, geothermal, ﬁ / He New, existing and renovations
hydropower, transmission Supply chain / SMEs
80%
of direct greenhouse
Transport gas emissions in the
issi R EU e ICT
Very low emissions, to zero —

tailpipe by 2025: electric,
hydrogen

A0% of EU listed

comany activities are
Taxonomy eligible*

o Manufacturing
Maintaining carbon Transition

_:+:_
Improving carbon = sa. % ~ N Components
"é Aluminium, Steel,

performance
,\’ Concrete, Plastics

Best practice farming
Energy efficiency, adaptation
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« By defining green economic activities, not companies

« The Taxonomy enables companies to transition by gradually increasing
their share of green activities

Company Z

AN

Transition tool - how does it help companies to transition?

Legend

C) = Site/project/operation that

Site/project/operation that
is Taxonomy-aligned

is not Taxonomy-aligned

- G D O

.
)

Factory A Factory B increases
expands energy efficiency
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Factory C activity transitions to E

- (D GED G (

)

Source: Platform on Sustainable Finance

Share of green

activities

20%

50%

70%
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Visualising the transition challenge — taxonomy potential

tCo,

or other
quantifiable

This graphic e
represents a high 0. % non-
Impact il
sector/activity
with a transition
to net zero by

2050. .58ector is .
flhereon
Substantial L2verage
Contribution and :
. . ; INTERMEDIATE
Significant Harm PERFORMANCE
criteriatighten :
over time.

2020 2030 2040 2050

Source: Platform on Sustainable Finance



Sustainable Finance & taxonomy milestones

Climate taxonomy Delegated Act (DA) COP 26

Corporate Sustainability Reporting Directive TR DA @ BUNET &

g I ¢ Platform’s final report on other taxonomy [_)A env. objectiyes

Fiduciary duty & suitability assessment 4 environmental objectives starts applying starts applying
Ap_)ril November January 2022 January 2023

Not to scale

July October December May/June 2022
Renewed Sustainable Finance Strategy Platform’s final report on Commission’s DA on other 4
extension of taxonomy Reports on env. objectives
European Green Bond Standard extension of

European Sustainable

Taxonomy Delegated Act — Art 8 Investment Summit taxonomy
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Special focus — European Green Bond Standard

G EU Taxonomy

° European Green Bond Standard
a Corporate Sustainability Reporting Directive




Proposal for Regulation on European Green Bond
Standard (July)

Voluntary ‘gold standard’ based on concept of the Technical Expert Group on Sustainable Finance

Scope - Usable by all types of bond issuers (corporate, sovereign, etc.) worldwide = covers all types of bonds
(corporate, sovereign, etc.); flexibility for sovereign issuers

Main requirement: Alignment with EU Taxonomy - Issuers must allocate 100% of the proceeds of the bond to
finance Taxonomy-aligned economic activities, before maturity of the bond

Supporting the transition
- Issuers may issue European green bonds to fund projects aimed at becoming more Taxonomy-aligned

- 5-year grandfathering: if Taxonomy technical screening criteria are revised, unallocated bond proceeds can be
allocated according to old criteria for five more years

Reporting requirements in line with market best practice

External review requirements in line with market best practice

Registration of external reviewers with ESMA - Role of ESMA: supervise, investigate complaints, impose fines
or withdraw registration
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Special focus - Corporate Sustainability Reporting Directive

G EU Taxonomy

° European Green Bond Standard

Corporate Sustainability Reporting Directive




Proposal for a Corporate Sustainability Reporting Directive —
CSRD (April)

Wider scope:
all large & all

Mandatory EU
sustainability

Assurance

(audit)

listed -
requirement

companies

reporting
standards

v Coherence with EU sustainable finance legislation
v' EU standards that meet EU needs — and build on and contribute to global standards
v' Clarity and certainty for reporting companies

v Relevant, reliable, comparable information for investors and others

European
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CSRD - Indicative timeline

« 21 April 2021: Commission adopts proposal

* Q1/Q2 2022: Co-legislators reach agreement on levell

« Mid-2022: first set of draft standards ready

« End-2022: first standards adopted in level 2 Delegated Regulations

« 2024: companies publish first reports according to standards (covering
financial year 2023)

The development of standards will begin in parallel to negotiations on the
level 1 legislation.
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