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Climate Change

2018: A hot, dry summer has led to drought in Europe in 2018. 
Prolonged heat and dryness during the summer of 2018 has turned 
formerly green fields into dusty, dying patches of soil all across Europe, 
leading to drought across many countries.

July 27, 2018June 6, 2018Source: US National Centers for Environmental Information
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The International Framework

Governments from around the world chose to render our planet more sustainable

UN 2030 Agenda for Sustainable Development (2015)

Paris Agreement on climate change (2015)

Governments and industries are in the process of developing the strategy of a better 

environment

“The EU is committed to development that meets the needs of present and future 

generations, while opening up new employment and investment opportunities and 

ensuring economic growth. … Sustainability and the transition to a low-carbon, more 

resource-efficient and circular economy are key in ensuring long-term

competitiveness of the EU economy” (source EU Commission: Action Plan: Financing Sustainable Growth)

To achieve the EU's 2030 targets agreed in Paris, EU must fill an investment gap 

estimated at €180 billion per year.
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In May 2018, the Commission adopted its action plan on sustainable finance 

The package includes:

• Proposal for a regulation on the establishment of a framework to facilitate sustainable investment: This 

regulation establishes the conditions and the framework to gradually create a unified classification system 

('taxonomy') on what can be considered an environmentally sustainable economic activity. 

• proposal for a regulation on disclosures relating to sustainable finance and sustanibility risks and amending 

Directive (EU) 2016/2341: this regulation will introduce disclosure obligations on how institutional investors and 

asset managers integrate environmental, social and governance (ESG) factors in their risk processes. 

• Proposal for a regulation amending the benchmark regulation: Develop a new category of benchmarks 

comprising low-carbon and positive carbon impact benchmarks, which will provide investors with better 

information on the carbon footprint for investments.

• the Commission has been seeking feedback under the Market in Financial Instruments Directive (MIFID II) and 

the Insurance Distribution Directive to include ESG considerations into the advice that investment firms and 

insurance distributors offer to individual clients.

The Commission set up a Technical Expert Group on sustainable finance (TEG) to assist it notably in the 

development of a unified classification system for sustainable economic activities, an EU green bond standard, 

methodologies for low-carbon indices, and metrics for climate-related disclosure.

The Commission, intends to clarify how asset managers, insurance companies, and investment or insurance 

advisors should integrate sustainability risks and other sustainability factors in the areas of organisational

requirements, operating conditions, risk management and target market assessment. 

EU’s Regulatory Framework
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Reorienting private capital to more sustainable investments requires a

comprehensive shift in how the European financial system works.

To develop more sustainable economic growth, ensure the stability of the

financial system, and foster more transparency and long-termism in the

economy EU has to develop a structured framework

The EU High-Level Expert Group, has published its final report on how to build

a sustainable finance strategy for the EU

- improving the contribution of finance to sustainable and inclusive growth by

funding society's long-term need

- strengthening financial stability by incorporating environmental, social and

governance (ESG) factors into investment decision-making.

The core is foreseen in the EU’s Capital Markets Union (CMU)

Sustainable Finance Strategy
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The Italian Banking Association support the Commission’s view that 

“sustainability and the transition to a low carbon economy is key to ensuring 

the long term competitiveness of the EU economy.” 

Transition to a low carbon economy is an important social and investment 

opportunities.  

Data shows that the enhancement of the sustainable investments will take 

place in Europe with a leading role of the banking system alongside the 

growing role of the capital market

The EU rules and regulation must timely face the opportunity of introducing 

the rules that will govern these investment

Sustainable Investiment Opportunity
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• The Taxonomy should have sustainable economic activities and energy efficiency efforts 

onto its scope (sectors and subsector but also projects, new technologies ect.)

• The Taxonomy should become a reference for all the EU stakeholders involved in the 

challenges related to the achievement of a sustainable economy

• Backing the already sustainable activities and support the not-yet-sustainable activities in 

transition (fiscal, public and private investments)

• Taxonomy will be a reference for banks for channelling investments from their customers 

in sustainable activities and energy efficiency credit

• Taxonomy should address banks in credit and lending activities. Banks could use the 

Taxonomy as a reference when it comes to the definition of the high level credit policies

• Taxonomy will in no case become a compulsory list of activities to be financed by way of 

credit and lending as it could imply unforeseen economic and prudential effects

• Taxonomy must be flexible in the future 

The Taxonomy We Wish 
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Sustainable Investiment Opportunity: Financing Green Assets

Adjustment to Credit Risk Capital Requirements

The current regulatory framework does not provide specific provisions for 
financing/investing in green assets. Banks can play a positive role without 
impact on fiscal spending

More specifically, lower capital absorption for exposures linked to green 
finance and energy efficiency would be helpful to increase investments in 
green sector, such as energy transition plans, decarbonization etc..

The Italian Banking Association proposes to:

• introduce a Green Supporting Factor (GSF)

• provide incentives for banks in introducing Environmental and Climate 
Change (ECC) indicators in their creditworthiness 
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The Green Supporting Factor GSF will increase the propensity to finance 

investments in energy efficiency and climate 

The proposal will be linked to the taxonomy currently under development 

by the expert group

As a matter of cat, assets that are green “sensible” are  already better 

priced by the market, thus reducing its financial risk; 

ie: houses with energy consumption “grade A” have a better value and 

a more stable vaòlue compared to houses with energy consumption 

“grade G”

Sustainable Investiment Opportunity: Financing Green Assets
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Amendments for Introducing the Green Supporting Factor

CRR - Article 501aa – GSF -- Adjustment to Capital requirements for credit risk for 

exposures deduction for financing and investing in Green assets 

• Capital requirements for financing and investing in Green assets (as defined 

in paragraph 2) shall be multiplied by the factor 75% .

• The factor shall be applied to exposures to an entity which already exist or 

which has been created specifically, and which finances, refinances, 

operates in Green assets and investment efficiency or is an holding 

company of entities which performs the same activities.

• For the purpose of this Article, the following shall apply: Green assets are 

defined in accordance with the definition provided by the Taxonomy 
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Amendments for Introducing the Green Supporting Factor

CRR - Article 501aa – Adjustment to Capital requirements for credit risk for 

exposures deduction for financing and investing in Green assets 

• Capital requirements for exposures granted after an auditable Environmental 

and Climate Change (ECC) screening process (as defined in paragraph 2) 

shall be multiplied by the factor ….. % (< of 100%)

• ECC screening process is one that takes into account the potential exposure 

to environmental and climate change risk factors such as;

• environmental improvements;

• potential losses arising from more intense climate events (physical risks); 

potential financial difficulties stemming from non-compliance with 

environmental and climate change rules (fines, withdrawal of production 

authorisation etc., liability risks);

• potential risk of market share reduction (e.g. as a result of increased 

demand for green products and development of new technologies in 

response to ECC mitigation which may make some existing technologies 

redundant (transition risks; damage to brand or image, reputational risk);
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Some argues that a Risk weight reduction should come after an 

assessment of historical data on green financing as to avoid

potential risks

We argue that a collecting such data – under future Taxonomy –

could require several years

…

and climate change does not wait!

Banks can play a role: 

GSF and ECC supporting factor could be effective instruments at

no costs for taxpayer adding no financial risks that would speed-

up green investments.

Green Supporting Factor and ECC investment opportunities for the environment



13

Proposal for a Regulation on disclosures relating to sustainable investments

Art. 1 “This Regulation lays down harmonised rules … with regard to .. and investment firms

which provide investment advice … as their targets sustainable investments, including the 

reduction in carbon emissions.

Art. 2 “.. an investment firm as defined in Article 4(1)(1) of MIFID II

Proposal defines ‘investment firm’ as “.. an investment firm as defined in Article 4(1)(1) of 

Directive 2014/65/EU” (MIFID II).

Art. 4.1.1 of MIFID II defines ‘investment firms’ as “any legal person whose regular 

occupation or business is the provision of one or more investment services to third parties 

and/or the performance of one or more investment activities on a professional basis”

Furhermore, according art. 1, para 2, of Reg. 2017/565 (supplementing Directive 2014/65/EU 

as regards organisational requirements and operating conditions for investment firms),

“references to investment firms shall encompass credit institutions”. 

We consider that banks authorised to provide investment services under MiFID are 

already subject to the proposed regulation and no amendments to the Proposal are 

required.

EU’s Regulatory Framework: Bank as Investment Firms
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Consultation of the European Commission on the draft Delegated Regulation amending 

Regulation (EU) 2017/565 to ensure that sustainability preferences are taken into account 

in the suitability assessment

1) in order to support intermediaries in the correct consideration of the ESG factors in the 

product governance and the suitability assessment processes, it is important to provide a 

greater precision of such ESG factors and an adeguate disclosure of the ESG profile 

of projects, enterprises and more generally economic activities that are financed. 

The definition of "social investment" and "good governance investment" are too vague 

compared to that proposed for "enviromental sustainable investment", which contains a 

reference to art. 2 of the draft taxonomy Regulation 

Before introducing any mandatory ESG requirement (under MiFID II), is necessary a 

common understanding on ESG meanings; 

2) ESG factors cannot prevail over the other factors already considered in the 

selection process of the financial instruments to be recommended and in the 

consequent suitability assessment. 

The introduction of the ESG factors should not lead to automatically recommend ESG 

investments but to new and more sophisticated methodologies aimed at properly assessing 

all the relevant factors, ESG ones included

EU’s Regulatory Framework: ESG Factors


