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Strategy and
risk
management

Key metrics
and
disclosure

Scenario
analysis and
stress testing

+ Additional mandates received in 2020 (taxonomy-related product
disclosures) and 2021 (sustainable securitisation, macroprudential
framework) and New mandates foreseen under renewed strategy (risk
management, standards/labels, stress testing, greenwashing…)

Prudential
treatment
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Main application: ESG disclosures in the EU
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EBA policy work on ESG disclosures
Article 8 of EU taxonomy

ITS on Pillar 3 disclosures on ESG risks (CRR)
First CP –
Quantitative
disclosures on
climate change,
qualitative
disclosures on
E, S and G

Extension to
cover
quantitative info
on other
environmental,
social and
governance
risks
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ITS on Pillar 3 disclosures on ESG risks:

Commission Call for Advice - Article 8
Taxonomy:

- Disclosure of Prudential information on
ESG risks (twice a year)

- KPIs and methodology for disclosure of
taxonomy aligned activities

- Applicable from June 2022 (1st
reporting in 2023)

- Advice delivered 1 March 2021, COM
delegated act published July 2021

Green asset
ratio (GAR)
Scope:
- Large institutions
– Climate change and other
environmental risks: information on
environmentally harmful exposures
(Carbon intensive) and on mitigating
actions, including GAR
- And social and governance risks

EBA work on sustainable finance and use of taxonomy

-

Scope:
- Banks and investment firms subject to
disclosures under NFRD (now CSRD)
- Disclosure of ‘green asset ratio’ on
taxonomy aligned exposures
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ESG risks management
• Taxonomy firstly a transparency tool.
• By construction does not aim to address all prudential risks associated with ESG
factors or solve risk management. Still supporting tool for the banking sector
considering its role as cornerstone of EU initiatives on sustainable finance,
linkages with disclosure requirements and more broadly as part of approaches to
building business models resilient to ESG risks with appropriate mitigants.
• Use cases of EU taxonomy:
• Using taxonomy when developing internal ESG indicators and criteria for the
categorisation of assets (climate mitigation/adaptation, transitional,
enabling, DNSH, type of metrics used in TSC…)
• Using taxonomy when setting strategic objectives and targets, in line with
institutions’ risk appetite
• Supporting tool when designing sustainable products – e.g. green bonds,
green loans etc.
• Supporting tools when engaging with clients on their transition pathway
EBA’s report on ESG risks management and supervision
EBA work on sustainable finance and use of taxonomy
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Other mandates in relation with the Taxonomy
§ Joint ESAs RTS on taxonomy-related product disclosures under SFDR, as amended by
the Taxonomy Regulation
§ Pillar one mandates - Taxonomy as potential basis to categorise assets on which risk
differential analyses could be conducted in the future (risk-based, evidenced
approach)
§ Sustainable securitization framework – taking into account interactions with EU GBS
and Taxonomy
§ EU wide climate risk pilot exercise
Ø 29 volunteer banks from 10 jurisdictions, covering 50% of EU banking system total assets.
Ø Learning by doing project for analyzing key issues to address to move forward.
Ø Experience gained in mapping exposures: starting points estimates and overview of the main data and
methodological challenges.
Ø Testing banks’ readiness to apply the EU taxonomy
o

First estimate on the greenness of banking sector (GAR 7,9% but aware of limitations, the choice of
the scope - both denominator and numerator - can change the results).

o

Heterogeneity across banks; challenges in applying the EU taxonomy.
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