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Contribution to the HLEG 

 
 
 

Question 1. From your constituency’s point of view, what is the most important issue that needs to 
be addressed to move towards sustainable finance? (sustainable finance being understood as 
improving the contribution of finance to long-term sustainable and inclusive growth, as well as 
strengthening financial stability by considering material environmental, social and governance factors). 
1500 characters maximum (spaces included)        
   
 
During the financial crisis, central bank’s policies have played a decisive role in maintaining financial stability. 
Today, new forms of financial risks jeopardize the weak and slow recovery that we are witnessing in the euro 
area: Climate change is one of them. Described by some as the “greatest market failure”, the potential threat of 
stranded assets is so severe that Governor of the Bank of England (BoE) has suggested that it could result in 
“climate Minsky moment”.  Following the lead of the BoE, the ECB and all regulators should revise their approach 
to financial risks and take into account climate risks through macroprudential policy. 
 
More broadly, the potential role of central banks’ money creation power for supporting climate change 
mitigation is an important opportunity – it should be explored. 
 
So far, the ECB has not taken any initiatives towards supporting green finance. Moreover, we share the concern 
that the ECB policies actually do have negative environmental effects. In particular, the ECB‘s CSPP programme 
is skewed towards high-carbon sectors (62% according to Matikainen et al. 2017). This programme perpetuates 
the carbon lock-in. 
 
The ECB has a large number of policy tools that could steer investors towards sustainable finance: green 
macroprudential policy; directed green credit policy instruments; green differentiated reserve and capital 
requirements; green QE; etc.  
 
(Volz, U., On the role of Central banks in enhancing green finance, UNEP, Working paper, 2017) 

 

 
 
Develop a classification system for sustainable assets and financial products  
 
 

Question 2. What do you think such an EU taxonomy for sustainable assets and financial products 
should include? 1500 characters maximum (spaces included)        
   
 
We agree with the HLEG on the need for a common classification for sustainable assets. The scope of the 
taxonomy should be broad (and not just bonds) to include loans, credit lendings, equities, and other markets 
products such as derivatives.  
 
The taxonomy should have three core components: green, social, and financial. 
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Concerning the green aspect, the taxonomy should at least cover the 3 scopes of GHG emission, the question of 
the intensity of use of natural resources and the impact on biodiversity. 

 
The social aspect of sustainability should include equal access, quality of life, equity concerns and protection of 
human rights. 

 
Taking into account the potential negative impact that a short-term profit-driven financial industry could have 
on financial stability, we think that an EU taxonomy should include the financial aspect of sustainability. While 
it’s commonly acknowledged that a financial vehicle with a very high leverage can be very unstable and in 
consequence cannot be sustainable, there is an obvious need to take those risks into account in the taxonomy. 
The idea of a maximum leverage ratio could also be investigated. 
 

 
 
Establish a European standard and label for green bonds and other sustainable assets             
 
 

Question 3. What considerations should the EU keep in mind when establishing a European standard 
and label for green bonds and other sustainable assets? How can the EU ensure high quality standards 
and labels that avoid misuse/green-washing?    1500 characters maximum (spaces included)        
   
 
The standards and criteria for a « sustainable asset » labelling scheme should be developed according to the Paris 
Agreement and in conjunction with long term investment plan from EU institutions and member states. 
 
There is indeed a risk of greenwashing, partly because of the lack of green assets and the inaccurate pricing of 
environmental externalities. Furthermore the climate-related risks of non-sustainable assets are not yet fully 
evaluated. To ensure the proper development of the green assets market, the price of non-sustainable assets 
should take into account those externalities. To do so, the EU should develop measures to price more properly 
those environmental externalities. 
 
Furthermore, those standards should ensure that green bonds and sustainable assets are eligible for the various 
ECB policies, if possible with a preferential treatment under the APP and  macroprudential and collateral 
frameworks.  

 

 
 
Mismatched time horizons and short-termism versus long-term orientation  
 
 

Question 5. It is frequently stated that the inherent short-termism in finance, especially financial 
markets, represents a distraction from, or even obstacle to, a long-term orientation in economic 
decision-making, including investments that are essential for sustainability. Do you agree with this 
statement?       
   
 
o   Yes 
o   No 
o   Don’t know / no opinion / not relevant             

 
Question 5.1. If you agree with this statement, which sectors of the economy and financial system are 
particularly affected by the ’mismatch of time horizons’? What are possible measures to resolve or 
attenuate this conflict? 1500 characters maximum (spaces included) 
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The mandatory disclosure of climate-related financial risk might help addressing the issue, by forcing investors 
to take those risks into account in their investment decisions. However observers have already raised concerns 
about the effectivity of a self-conduct risk assessment. While there is room for improvement of the main 
microprudential regulation, this risks to not be sufficient. Over-confidence in market mechanisms do not line-up 
to the systemic and longer-term risks that macroprudential policy was designed to mitigate.  
 
For those reasons, macroprudential authorities like the ECB (under the SSM) that should incorporate long-term 
sustainability factors into their policy implementations. Green macroprudential policies could include: higher 
risk weights for carbon intensive-sectors, restrictions on exposure concentration to carbon intensive and 

dependent assets, countercyclical capital buffers or even climate-related stress tests. 
 
Beyond; the ‘tragedy of the horizon’ problem also calls for a stronger role of public institutions such as 
governments and development banks in order to steer the markets towards the necessary green investments 
programmes. The current ECB’s quantitative easing programme could be mobilized to support such publicly-
driven investment plans. 
 
For more information: New Economics Foundation, A guide to Greening Central Banks, 2017 
 

 
 
Governance of the investment and analyst community            
 
 

Question 6. What key levers do you think the EU could use to best align the investment and analyst 
community with long-term sustainability considerations in the real economy? 1500 characters maximum 

(spaces included)        
   

 
Having the ECB to take initiatives to align its monetary policy with COP21 goals would send a firm signal and 
possibly contribute to shifting the mindset of the analyst community.  
 
The considerable amount of assets currently being purchased by the ECB under the expanded asset purchase 
programme (APP) presents an excellent opportunity to re-channel financial flows more strategically towards 
sustainable investment – what is often termed ‘Green QE’ –  in order to be more consistent with the 
environmental and sustainability goals outlined in the Paris Climate Agreement. 
 
If the ECB wants to keep the size of its balance sheets unchanged, one pragmatic way to operate a Green QE 
programme would be to re-invest the proceeds of maturing bonds into newer ones when those first are repaid. 
These new purchases could be strategically targeted towards sustainable assets issued by corporates and/or 
public bonds from development banks, or similar public intermediaries at supranational, national or local levels 
- including the European Investment Bank and Green Investment Banks. Those public banks could finance green 
economic projects including green infrastructure investments, green SME loans and other green initiatives.  
 
The EU could also show her commitment to ensure that all institutions work on implementing the Paris 
agreement by launching a task force involving not only the DG FISMA but also the DG Clima, DG Env and DG 
Energy.  

 

 
 
A strong pipeline of sustainable projects for investment          
 
 

Question 7. How can the EU best create a strong and visible pipeline of sustainable investment projects 
ready for investment at scale?  1500 characters maximum (spaces included)        
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The EU should coordinate or encourage the launch of large, long-term public investments programmes aligned 
with the INDC, focusing on infrastructure (ie. energy-efficiency of public buildings for example). By doing so, 
governments have the power to create new markets for private companies to step in. Important public 
investment can thereby create a snowball effect for private investments too. 
 
However, the fiscal consolidation required by the Treaty on Stability, Coordination and Governance in the EMU 
(TSCG) limits the possibility or willingness for member states to launch such investment plan, because they would 
risk overshooting their deficit targets. One way to create more fiscal flexibility would be to deduct investments 
spendings from the deficit calculation rules of the TSCG, thereby incentivizing member states to shift some of 
their general spendings towards investment spendings. 

 
  
 
Integrating sustainability and long-term perspectives into credit ratings           
 
 

Question 8. What are some of the most effective ways to encourage credit rating agencies to take into  

consideration ESG factors and/or long-term risk factors?        
    
 
Please choose 1 option from the list below 

 
·         Create a European credit rating agency designed to track long-term sustainability risks 
·         Require all credit rating agencies to disclose whether and how they consider TCFD-related information in   
       their credit ratings 
·         Require all credit rating agencies to include ESG factors as part of their rating 
·         All of the above 
·         Other 

 
 

Question 8.1 Please specify what other ways you would deem most effective in encouraging credit 
rating agencies to take into consideration ESG and/or long-term risk factors. 1500 characters maximum 

(spaces included)        
   
 
The EU should replicate the French legislation on sustainability disclosure for all financial institutions (Art. 173 of 
Energy transition bill). When applied at EU level, the principle behind this legislation should also apply to national 
central banks under their non-monetary policy portfolios (ANFA) ; and to the Eurosystem as a whole under its 
expanded asset-purchase programme. 
 

 
 
Role of banks  

 
 

Question 9. What would be the best way to involve banks more strongly on sustainability, particularly 
through long-term lending and project finance? 1500 characters maximum (spaces included)        
   
 
Under the Single Supervisory Mechanism, the regulators should seek to improve the micro and macro-prudential 
regulation by extending the scope of their risk-assessment. We propose to implement the following instruments: 
 
1. Introducing quantitative ceilings on credit extension to certain carbon-intensive or polluting activities 
2. Green differentiated reserve requirements; lowering capital requirements on sustainable low-carbon loans 
(following the same logic than the so-called “SME supporting factor” in the Capital Requirements Regulation 
(CRR)); 
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3.  Implementing a counter-cyclical buffer. 
 
Those policies could have a tremendous impact on the involvement of banks toward more sustainable long-term 
lending by creating strong incentives for them to do so.   
 
(More information: Schoenmaker et al., What role for financial supervisors in addressing systemic environmental 
risks?, DSF Policy Paper, No. 50, 2015; Volz, Ulrich, On the role of Central banks in enhancing green finance, UNEP 
Inquiry, Working paper, Feb 2017; NEF, A guide to Greening Central Banks, 2017) 

 

 
 
Role of insurers             

 
 

Question 10. What would be the best way to involve insurers more strongly on sustainability, 
particularly through long-term investment? 1500 characters maximum (spaces included)        
   
 
We welcome the proposition of the HLEG to incorporate long-term sustainability factors into each of the three 
pillars of the prudential framework for insurance under Solvency II. 
 
We remain concerned on whether insurers do appropriately evaluate the potential physical damages of climate 
change. The EU could launch a survey of insurers on the model of the one carried in the US and prepare an 
adaptation plan involving member states and insurers. 

 

 
  
Other 

 
 

Question 12. Do you have any comments on the policy recommendations or policy areas mentioned 
in the Interim Report but not mentioned in this survey? 1500 characters maximum (spaces included)       
   
 
A ‘green adjustment’ of minimum capital requirements is a promising policy option. As pointed out by the 
interim report, a brown-penalising factor seems to be a realistic and less risky option, at least as a first step. We 
fully support this proposal, it should be included in the formal recommendations of the final report. 

 

 
 

Question 13. In your view, is there any other area that the expert group should cover in their work? 
1500 characters maximum (spaces included)        
   
 
The blind spot of this report is undoubtedly the role of the European Central Bank and monetary policy in 
general. This is particularly relevant in light of the ongoing asset purchase programme which involves more than 
100bn for corporate bonds (CSPP) without any environmental consideration by the ECB on the selection of those 
bonds, leading in practice to an overrepresentation of fossil fuel bonds in the quantitative easing programme.  
 
All EU Institutions are bound by the ratification of the Paris Agreement by the EU. Therefore, just as the EIB and 
EFSI funds should divert away from fossil fuel and broan assets, the ECB should also be exemplary in its policies. 
 
The whole monetary policy framework could be better aligned towards COP21 goals. This would include looking 
at options such as: green macroprudential policy, green QE, green differentiated reserve requirements, green 
targeted refinancing lines, etc.  
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While some of those tools have been implemented by other Central banks around the world, the ECB has not 
taken any initiative in that regard so far. While such policies might divert from the market-neutrality principle of 
the ECB, one has to bear in mind that the purpose of the HLEG work is precisely to make up for market 
inefficiencies. 
 
Central banks have huge capabilities to change the whole financial market’s incentives. Aligning monetary policy 
instruments with green goals is therefore an opportunity to have a bigger impact. 
 

 


