Intesa Sanpaolo

Circular Economy, the 21st century economic paradigm for a positive development
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From Linear to Circular Economy

Decouple economic growth from the consumption of finite natural resources
Take

Make

Waste

Re-manufacture

Sell/Rent

RE-THINK
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Recover /
Repair

Use/Share
Retire

Design out
waste and
pollution

Keep
products &
materials
in use

Regenerate
natural
systems

Circular Economy principles allow companies to mitigate linear risks (price
volatility, supply chain inefficiencies, consumer and regulatory trends) and to
exploit

new

business

opportunities

(improved

competitive

reduced costs for raw materials, increased customer retention)

positioning,
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Changing the model

Potential savings, additional growth and impact of Circular Economy
Projected Cost Reduction
Indexed to 100 in 2012

Impact on Climate Change

Current development scenario EU-27

Circular scenario

Primary material
consumption

Societal costs
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Switching to renewable energy will only lead
to a 55% reduction in emissions
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Estimated € 1.8 tn of savings in Europe by 2030 in Food, Mobility and
Built Environment industries

The remaining 45% of emissions come from the
way we make and use products

Sources: «Towards the Circular Economy», World Economic Forum (2014) ; «Waste to Wealth», Accenture (2015) ;
«Achieving Growth Within», SistemiQ – SUN – EMF (2017) ; «Completing the picture: how CE tackles climate change»,
Material Economics – EMF (2019)

EU Action plan for Circular Economy
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Context and measures to be adopted

On March 11th 2020, the European Commission published a new Action plan for circular
economy, an integral part of the European Green Deal, with the aim of directly involving
businesses and communities. Initiatives will be based on measures such as:

• Making products more sustainable: ecodesign framework, durability, upgradability,
right to repair and product as a service;
•

Offer more information and awareness to consumers: information about products
lifespan, repair services, spare parts and repair manuals

• Reprogramming the resource-intensive sectors: such as the electronics and ICT sector,
textiles, plastics, packaging, construction, batteries and electric vehicles and food;
•

Intensify the reduction of waste: extended producer responsibility, harmonization of
separate waste collection systems, value from “recycled in the EU”

The key role of the Green Deal, with circular economy as a main driver, has been confirmed in the definition of Next
Generation EU instrument and of the reinforced 2021-2027 budget of the EU, which aims to allocate 30% of overall spending
across programs to climate-related investments.
Source: «Circular Economy Action Plan. For a cleaner and more competitive Europe», European Commission (2020)
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The distinctive positioning of Intesa Sanpaolo

7

Dame Ellen MacArthur is a successful solo long-distance yachtswoman.
In 2005 she broke the world record for the fastest solo circumnavigation of the globe.
Her Foundation is the world most influential and authoritative player on Circular Economy.
Its CE100 platform groups over 120 leading companies, governments and universities
(e.g. Apple, IKEA, Enel and the City of Milan) to accelerate systemic shift towards CE.

Since December 2015,
Intesa Sanpaolo is the first
Financial Services Strategic
Partner of the Foundation
Intesa Sanpaolo has long-term strategic relations with key
stakeholders to generate a meaningful impact, engaging in:
• “Circular Economy Financing Expert Group” - EU Commission
• “Platform for Accelerating the CE” - World Economic Forum
• “2030 Sustainable Development Strategy” - Italian Government
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Intesa Sanpaolo: an impact bank

Top management is committed to CE as a strategic key to become an impact bank

Circular Economy redefines the approach to value creation. It is a disruption to the business model that Intesa Sanpaolo is
supporting and more banks should be doing the same. The financial sector, especially from a de-risking perspective, should play a
crucial role in unlocking opportunities while supporting clients in reorienting their business strategies – Carlo Messina, CEO ISP

“We are proud to offer our
customers the tools to seize
the opportunity of the Circular
Economy, an innovative and
strategic challenge”
Mauro Micillo, CEO Banca IMI and Head of CIB, ISP
12/06/2019, London - Italian Embassy

“Banks should act as agents
for change towards a lowcarbon economy, supporting
the transition to a Circular
Economy”
Gregorio De Felice, Chief Economist ISP
13/06/2019, London – EMF Annual Summit

“Circular Economy represents
a special opportunity to
support our customers
towards a more resilient and
competitive model”
Stefano Del Punta, CFO ISP
27/06/2019, Copenhagen - International Fund Forum
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The contribution in supporting institutional awareness
Support to Circular Economy Financing Expert Group of the European Commission
• Launched in 2017 under the lead of European Commission’s DG Research and Innovation
• The Support to Circular Economy Financing Expert Group is created in the context of the
Circular Economy Finance Support Platform
• It provides advice and expertise to the European Commission to “Support to Circular
Economy Financing”
• Three main goals
o Recommendations oriented to regulators
o Recommendations oriented to financial institutions
o Recommendations oriented to project promoters
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The contribution in supporting institutional awareness
Accelerating the transition

The Expert Group on Circular Economy Financing analysed barriers and identified the main
areas where incentives need to be provided. These areas include:
• Level playing field: These will enable circular businesses to have a better chance of
competing and succeeding in the market. They will result in better financing conditions
for their businesses and fair access to markets.
• Value-chain collaboration: different organisations in the value chain need to
collaborate to optimise the circular solution, as resources and materials remain in a
constant loop. This value-chain collaboration needs to be enabled and rewarded.
• Long-term value creation: there should be actions to incorporate and reward product
longevity in business models.
• Market participation: end-users play a crucial role in the value chain to make products
circular. Typically, this is the part in the value chain where products turn into waste.
There is a need to ensure better participation of consumers and end-users to change
this behaviour.
• Integration of the public good: the cost of negative externalities and the benefits of
positive externalities need to be considered in order to allow circular companies to
compete more fairly. On average, companies that price externalities contribute more
to public goals and/or reduce societal costs.
• Finance knowledge build-up: financiers who often struggle to quantify linear risks and
fail to reward circular businesses need to know more about circular models. It is
important that financiers and investors understand the differences in order to be able to
correctly value the business model and its longer term economic potential.
• First mover’s action: market demand pull is part of the success of new business models.
This demand pull works as a magnet for new entrants and/or current businesses to
change their operational and commercial models.
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The contribution in supporting institutional awareness
The proposed Circular Economy categorisation system
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The contribution in supporting institutional awareness
Support to Circular Economy Financing: need for incentives
Conditions to
finance CE
projects

Low/medium
risk

Long term
profitability

Efficient
assessment
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virgin
materials
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output
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playing field

Lack of chain
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Lack of
internalizatio
n of
externalities
Barriers

INCENTIVES

Lack of first
movers

Lack of
consumer
participation

Lack of
knowledge
and tools
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An international commitment

The Group is partnering with key global players to support the transition

Letter to CEOs, 9 January 2020

Davos, 20 January 2020

Dubai, 23 January 2020

Given the groundwork we have

We are proud to receive honors

Intesa Sanpaolo and the Ministry of
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Brussels, 03 November 2020

United
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We
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innovation, SMEs and the Circular

management and board directors

strategic priority and we are ready

Economy.

when companies are not making

to accelerate the transition, with 50

encourage individuals, companies

sufficient progress on sustainability.

billions dedicated investments.

and

Larry Fink, CEO BlackRock

Carlo Messina, CEO Intesa Sanpaolo

The

objective

start-ups

technologies
Economy.

for

to
the

is

to

develop
Circular

If you just know that half of the
greenhouse gas emissions and
90% of biodiversity loss is linked to
extraction of natural resources,
you know that limiting that
extraction and reducing it, going
to a circular economy, is going
to be an important contribution
to tackling these incredible,
incredibly, difficult challenges.
Frans Timmermans, Executive
Vice-President of the European
Commission
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Intesa Sanpaolo in the World…
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Click here
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https://www.youtube.com/watch?v=5Cz4ZFd-Y3M&t=2s

Intesa’s commitment to sustainable growth

Manifesto for
a circular
Economy

Eurizon Fund
Absolute
Green Bonds

Circular
Economy Lab

Specialised in
International bond
Create value for the
markets to fund
Group’s corporate
projects related to
Signed by leading “Made
clients
the environment
in Italy” brand companies
and sponsored by the
Italian Government

2017

Circular Economy as
the new growth
paradigm
€2bn

to finance renewables
and energy efficiency
projects

75

Projects
64%
Solar

2019

€5 + 1bn

Equivalent to
CO2 emissions of

353,000 ton

66,000

CO2 Emissions

Inhabitants

12.6% 12.5% 9.3%

1.6%

Wind

Biomass

Intesa Sanpaolo Circular
Economy program has the
main aim to actively
support the transition to a
circular economy and to
encourage innovation

Loans granted
by the Group to
Developed with the Ellen
the green
Mac Arthur Foundation
economy
and launched at the
World Economic Forum

Allocated in the 2018-21 period
for businesses that adopt the Circular
Economy model in an innovative way

€500m
Intesa Sanpaolo
Green Bond

Cities and
Circular
Economy for
Food

2018

Proceeds have
financed
With an annual
saving of

17

Hydro Energy efficiency

€750m
Intesa Sanpaolo
Sustainability
Bond focused on
Circular Economy

2021

Sustainability Bond for Circular Economy
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In 2019, new Guidelines were developed (Sustainability Bond
Framework) to issue Sustainaibility Bonds and to support loans and
projects (new or existing ones) related to Green Economy, Circular
Economy and for social purposes.
In November 2019, Intesa Sanpaolo successfully placed the first
Sustainability Bond focused on Circular Economy, aimed to support the
loans performed by the Bank within the € 5 Bn credit plafond for
dedicated to Circular Economy.
The € 750 Mln issuance, with a demand exceeding € 3.5 Bn, was mainly
underwritten by institutional investors: Asset Managers (75%), Bankds
and Private banking (10%), Public Bodies (10%), Insurances and Pension
funds (4%).

Intesa’s top ranking in the main sustainability indexes
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Top Ranking(1) for Sustainability

Recognized as Leader
in Sustainable Finance,
Intesa Sanpaolo is
listed in the Down
Jones Sustainability
Indices, is part of CDP
Climate A List 2019 and
the 2020 Corporate
knights “Global 100
Most Sustainable
Corporations in the
World Index”
2019 Sustainable
Development Award
by ASSOSEF(2) for
promotion of the
Sustainable
Development Goals

isp

70

isp

A

isp

AAA

bbva

61

ing

A

bbva

socge
n

58

barcla
ys

A-

BPCE

ing

58

bbva

A-

chart…

bnp

57

bnp

A-

ubs

charte
red

57

hsbc

A-

bnp

ubs

57

lloyds

A-

santa
nder

56

ubs

A-

suisse

55

lloyed
bank

55

BPCE (3)
comm
erzb…

ubs

100

isp
BPCE

97
(3)

AAA

santan…

100

AAA

bbva

94

AA

credit…

94

AA

bnp

91

unicre
dit
norde
a

A

socgen

90

bnp

84

com…

A

isp

88

bbva

79

credit…

A

HSBC

75

(3)

B

ing

A

B

socgen

A

charte…
barclays
deutsc…

Notes: (1) ISP Peer Group; (2) Associazione Europea Sostenibilità e Servizi finanziari; (3) Natixis
Sources: Bloomberg ESG Disclosure Score (Bloomberg as of 31st January 2020), CDP Climate Change Score 2019
(https;//www.odo.net/en/companies-scores); MSCI ESG Score 2019 (https://www.msci.com/eso-ratinos); Robeco SAM
(Bloomberg as 31st January 2020); Sustainalytics score (Bloomberg as of 31st January 2020)

79
77
74

ing

comm
erzb…
lloyed
bank

93
93
89
87

73
71

20

Sustainable Finance Product Portfolio

The Group is financially partnering with corporates to support the transition
1

Debt Structuring

Multiple Corporate Lending and Structured Finance solutions (incl. Green
Financing; Sustainability-Linked Financing; Green/Social and SDG-Linked
Bond)

2

3

Focus next slides

ESG-linked hedging
Sustainable hedging solutions

Circular Economy solutions
Circular Economy plafond

Focus next slides

4

Rating Advisory

Support in a potential non financial rating process

Green Loan versus Sustainability-Linked Loan
Green Loans
Purpose
Principles

Definition

Impact
on pricing
of Borrower
performance

Review/
Reporting

 To facilitate and support environmentally and socially sustainable
economic activity

 Green Loan Principles
LMA/APLMA/LSTA(1); Dec 2018

 Sustainability Linked Loan Principles
LMA/APLMA/LSTA; March 2019

 Loan instruments made available exclusively to finance or
refinance new or existing “green projects”

 Loan instrument and/or contingent facilities (such as bonding lines,
guarantee lines or letters of credit) which incentivize the Borrower’s
achievement of ambitious, predetermined sustainability
performance objectives

 Loan proceeds are used to finance “green projects”
 The Green Loan Principles set out a non-exhaustive list of 10
categories of green projects, including renewable energy, energy
efficiency and pollution prevention and control

 No specific requirement for use of proceeds – loan could be for a
Borrower’s general corporate purposes

 No pricing impact is contemplated in the Green Loan Principles
 There are facilities which have been split into tranches for green
purposes where the green tranche attracts lower pricing

 Borrower’s performance against predetermined sustainability
objectives affects the interest rate, incentivising improved
performance over time
 The ESG-linked loan principles set out a non-exhaustive list of 10
common categories of objectives, including reduced greenhouse
gas emissions, amount of renewable energy generated / used by,
biodiversity, global ESG assessment (ESG rating and/or recognized
ESG certification)

 Borrowers should maintain records of the use of green loan
proceeds, including a list of the green projects to which the
proceeds have been allocated together with a description of the
project, amount allocated and the expected impact

 The need for external review of the borrower’s performance against
its predetermined sustainability objectives is decided on a case by
case basis
 For public companies, it may be sufficient for lenders to rely on the
Borrower’s public disclosures to verify its performance

Depending on clients’ profile, it is possible to identify the typology
of sustainable loan product which would better suit them
Note: (1) Loan Market Association/Asia Pacific Market Association/Loan Syndications and Trading Association

Main Terms Comparison

Restriction
on purpose

Sustainability-linked loans

 To facilitate and support environmentally sustainable economic
activity
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Sustainability-Linked Loan features
ESG KPIs
 A Sustainability-Linked Loan requires yearly reporting on selected ESG KPIs with annual target tested. Borrowers would benefit of
price adjustments – to be applied over margin – linked to the progression of ESG indicators
 ESG KPIs may be either internal (defined by the client in line with their global sustainability strategy) or external (assessed by
independent providers against external rating criteria)
 ESG KPIs should be selected to be
i.
ambitious and meaningful to the client business and should be tied to a sustainability improvement in relation to a
predetermined performance target benchmark
ii.
measurable, auditable, and applicable over the life of the loan
Sustainability KPIs report on a yearly basis

KPIs selected

Target scores
(yearly evaluation)

KPI #1

TBD

KPI #2

TBD

KPI #3

TBD

Target Achieved or
Missed

*Advantages in terms of margin (negative adjustments) are subject to circumstances that at least one KPI is achieved and any KPI is at least equal to the related initial score. The
positive adjustment will occur when at least one of the KPIs is lower than the related initial score.

Criteria (KPI) should contribute to one or more SDGs goals.
For illustration, proposed KPIs can be selected among the followings:
1

1

1




Reduction in water consumed
Reduction in CO2 emitted per vehicle
produced
Reduction in energy consumption per
vehicle produced




Increase in women new hires
Reduction in injury frequency rate

•

Increase in % of employees with
sustainability goals included in their
individual performance
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CE Plafond
The 2018-21 Business Plan of Intesa Sanpaolo includes two specific actions to support the Circular
Economy: the launch of a € 5+1 bn Credit Plafond and of a dedicated Equity Fund.
The € 5 bn Circular Economy Plafond provides the most innovative clients/projects with credit at

favorable terms. Access to these facilities is evaluated against a set of five eligibility criteria developed in
partnership with the Ellen MacArthur Foundation and three additional criteria related to green projects.
Additionally, Intesa Sanpaolo and European Investment Bank signed an agreement to provide SMEs and
Midcaps a € 250 m funding for Circular Economy transition.

Solutions that
extend the
product-life
of goods
and/or
materials

Utilization of
renewable/re
cycled
resources

Increase in
efficiency
and
effectiveness
of resources’
consumption

Products that
can be fully
recycled or
composted

Innovative
technologies
to enable
circular
business
models

Production
and
transmission
of renewable
energy

Sustainable
Energy
efficiency of management
of natural
production
resources
processes
and soil,
and buildings
biodiversity
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https://www.youtube.com/watch?v=iowVgIuVijk&t=63s

Intesa Sanpaolo Innovation Center
An International network focused on Innovation
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Circular Economy Lab, Milan

A space dedicated to the Circular Economy, open innovation and young talents
Network
Start-up innovative
Agriculture

Polimers

Biobased
Materials

Textile

Linee
d’azione
CE LAB

Circular
Education

CE LAB è un’iniziativa di

Università & Competence Center

Construction
& Smart Cities

Energy

Aziende

Mobility

Food

Circular
Connection

Circular
Innovation
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Circular Economy Lab, Milan

CE Lab's innovative services aim to meet the needs of companies along the circular
transformation path

Knowledge

Awareness

Planning

Scouting

Transformation

Monitoring
CE Transformation Path

Circular Education

Circular Connection

Circular Innovation

Promote the dissemination of Circular

Create an Open dialogue on Circular

Circular Economy Advisory on Open

Economy knowledge through initiatives

Economy, leveraging a huge national

Innovation programs aimed at

that involve stakeholders at national

and international network of

finding innovative technologies and

and international level

companies, universities and partners

solutions to meet the Circular
transformation needs of companies
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Circular Economy projects

Corporates supported by Intesa Sanpaolo in their circular transformation
Agriculture, Food & Beverage

Development of an innovative, compostable packaging that prolongs shelf life of
vegetables

Chemicals & Materials

Recovery of batteries from laptops and production of new ones from secondary raw
material

Construction & Furniture

Recovery of municipal waste, re-used to create construction material for new buildings

Energy, Water & Utilities

Production of biomethane and compost from agricultural organic waste, also recovering
CO2

Fashion & Textile

Utilisation of an innovative production process to produce compostable jeans and textiles

Industrials & Manufacturing

Recovery and re-utilisation of byproducts and wastewater, powered by renewable sources

Mobility, Logistics &
Infrastructure

Disassembly, recovery and regeneration of multiple components from end-life vehicles

Technology & Business Solutions

Realisation of an advanced smart grid that enables scale-up of renewable energy utilisation
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CE Plafond
Company Name
Business Unit
Location
Sector

Description

Criteria
Perimeter

Thames Water
CIB
United Kingdom
Energy, Water & Utilities
Multiple initiatives related to water treatment: recovery of sludges to
produce renewable energy and compost, recycling of wasterwater
and prevention of water pollution
Efficacy and efficiency in resources’ consumption
Circular
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CE Plafond
Company Name
Business Unit
Location
Sector

GreenCycle
CIB
Germany
Energy, Water & Utilities

Description

Expansion of plastics material recycling plant, enabling their recovery
and re-inserting the material into the company value chain by
producing packaging from secondary raw material

Criteria

Processes powered by renewable sources; Efficacy and efficiency in
resources’ consumption

Perimeter

Circular
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CE Plafond
Company Name

Maire Tecnimont

Business Unit

CIB

Location

Italy

Sector

Description

Criteria
Perimeter

Chemicals & Materials
Implementation of technical solutions and of a new plant to start a new
Circular Economy strategy for plastics, increasing the value of recycled
plastics and enabling their utilisation for high-value purposes
Efficacy and efficiency in resources’ consumption
Circular
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CE Plafond
Company Name

Marcegaglia

Business Unit

CIB

Location

Italy

Sector

Description

Criteria
Perimeter

Industrials & Manufacturing
Within a larger energy efficiency investment, introduction of renewable
energy sources and installation of advanced sensors that will prolong
the lifetime of machineries through predictive maintenance
Processes powered by renewable sources; Efficacy and efficiency in
resources’ consumption; New technologies enabling CE models
Circular

“The Circular Economy represents a huge
opportunity to reconnect Business & Society,
re-thinking financial instruments to support
the re-design of the industrial ecosystem”

MARCO BOSCOLO
Head of European Growth Policies
Intesa Sanpaolo
marco.boscolo@intesasanpaolo.com
+32478043784
EDOARDO FRANCESCO SABATINO
Circular Economy, Green & ESG Financing, APAC
Intesa Sanpaolo – IMI Corporate & Investment Banking
edoardo.sabatino@intesasanpaolo.com
+85260120474

