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 6 Creating sustainable opportunities 

A lot of work to be done 

There has been an increasing focus on sustainable finance and on the implications of climate change for 

financial stability since 2015. From a financial regulatory perspective, two leading projects are: the FSB’s 

Task Force on Climate-related Financial Disclosures (TCFD) recommendations - global level - and the 

creation of a European Expert Group on Sustainable Finance (EEGSF) in the EU. Nevertheless, 

sustainable finance is at a very nascent stage and there is still a lot of work to be done. 

A step in the right direction 

The TFCD’s Recommendations aim at being adoptable by all organisations (not just the financial industry). 

They are expected to foster institutions’ governance, strategy and risk management while at the same time 

bolstering the opportunities derived from the transition to a lower-carbon economy. Their three main goals 

are to
4
 i) promote alignment across existing disclosure regimes; ii) consider the perspectives of users and 

the concerns of preparers of climate-related financial disclosures; iii) be efficiently implemented by 

organisations in their financial reporting.To achieve these goals, internationally accepted definitions of  the 

key concepts, such as the definition of carbon-related assets are a must.  

From the financial industry’s perspective, the TFCD’s Recommendations will be helpful for reducing 

investors’ uncertainty, as they will be able to make better-informed decisions. Furthermore, the 

Recommendations will shed some light on policymakers’ understanding of the risks and the market context. 

In that vein, physical, transition and liability risks have to be considered. Physical risks refers to the impact 

that climate and weather-related events, such as natural disasters, can have on insurance liabilities and on 

financial assets. Transition risks could materialise if transition to a low-carbon economy occurs late and 

abruptly, implying significant changes in the policies and the prices of fossil fuels and related assets. Liability 

risks could emerge if parties who have suffered the consequences of climate change seek compensation 

from those they consider responsible
5
.  

A global sustainable finance strategy should be a common goal and the EU has the potential to play 

a leading role in this field. The creation of an EEGSF, which started its work last January, is a milestone 

towards this objective. It was established by the European Commission in its priorities for 2017 for 

completing the Capital Markets Union. 

The EEGSF’s main task is to develop a comprehensive European strategy on sustainable finance, by 

supporting investment in green
6
 technologies and ensuring that the financial system can finance growth in a 

way that is sustainable. In order to achieve this the Group will provide policy recommendations for mobilising 

public and private capital towards sustainable projects while minimising the materialisation of possible risks 

in the financial system derived from the exposure to carbon intensive assets. 

                                                                                                                                                            
4: Sources: The FSB-TCFD’s Recommendations Report, the Technical Supplement on the Use of Scenario Analysis, and the Annex-Letter: Assessment & 
Summary. 
5: Insurance and reinsurance sectors will be affected as a consequence of their role as insurers of third-party liability claims. 
6: Currently, there is no an official definition for green. The green certificate is obtained through an environmental consultant and it is granted to the support 
of specific environmental initiatives. 

https://www.fsb-tcfd.org/publications/recommendations-report/
http://ec.europa.eu/finance/capital-markets-union/docs/20161028-press-release_en.pdf
http://europa.eu/rapid/press-release_IP-16-3001_en.htm
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Other sustainable initiatives and projects to be aware of 

Financial instruments and projects have to abide by some requirements to be considered 

sustainable. Broadly speaking, a green authentication has to be provided by an independent environmental 

consultant. Furthermore, it has to comply with the Environmental, Social And Governance (ESG) Criteria, 

with the goal of the project being specifically environmental (e.g. for renewable energies). Last but not least, 

there are specific principles depending on the type of products (e.g. the Green Bond Principles for bonds). 

At global level, the International Finance Corporation (IFC), a World Bank Group member, has recently 

launched a programme offering a broader range of investment opportunities in triple-A rated assets that 

meet ESG standards. It combines its already existing Inclusive Business and Banking on Women bond 

programmes. The IFC expects to increase the issuance volume of its responsible social bonds  -through 

benchmarks bonds, private placements and retail market bonds. This new Programme on Social Bonds is 

aligned with ICMA’s Social Bond Guidance and includes the four core components of the Green Bond 

Principles
7
. 

In Europe, green financial instruments are also gaining traction. Poland and France have already 

issued their respective Green Sovereign Bonds. The European Covered Bond Council is working on an 

initiative on Energy Efficient Mortgages that has the explicit support of the European Commission. Finally the 

Centre for Climate Change Economics and Policy has recently released its agenda for stimulating private 

market development in green securitisation. 

Concluding remarks 

A credible and and internationally accepted framework that provides financial stability to the 

financial projects is of the utmost importance. In that vein, two necessary conditions need to be highlighted: 

i) overlappings and inconsistencies with existing requirements have to be avoided because they can be 

misleading to investors and stakeholders; ii)  Fluid and clear communication, cooperation and coordination 

among all the players - organisations, international bodies and standard setters - is of the utmost importance.  

The main challenge is making the best economic and financial decisions today, bearing in mind relevant 

future implications in the coming years of those choices, and at the same time avoiding severe financial 

shocks and losses in asset values. Last but not least, the current digital transformation can be used as 

the lever for the enhancement of valuable information and its disclosure. 

  

                                                                                                                                                            
7: Use of proceeds, process for project evaluation and selection, management of proceeds, and reporting. 

http://www.ifc.org/wps/wcm/connect/173785cf-5361-4159-b196-a30ba1a280a1/IFC+Social+bonds+impact+report_FINAL.pdf?MOD=AJPERES
http://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/SBG_June-2016_Final-160616.pdf
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DISCLAIMER 
This document has been prepared by BBVA Research Department, it is provided for information purposes only and 

expresses data, opinions or estimations based on the date of issue of the report, prepared by BBVA or obtained from or 

based on sources we consider to be reliable, and which have not been independently verified by BBVA. Therefore, 

BBVA offers no warranty, either express or implicit, regarding its accuracy, integrity or correctness. 

Estimations this document may contain have been undertaken according to generally accepted methodologies and 

should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no 

guarantee of future performance. 

This document and its contents are subject to changes without prior notice depending on variables such as the economic 

context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes. 

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any 

interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, 

commitment or decision of any kind.  

In regard to investment in financial assets related to economic variables this document may cover, readers should be 

aware that under no circumstances should they base their investment decisions on the information contained in this 

document. Those persons or entities offering investment products to these potential investors are legally required to 

provide the information needed for them to take an appropriate investment decision. 

The content of this document is protected by intellectual property laws. Its reproduction, transformation, distribution, 

public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, 

except in cases where it is legally permitted or expressly authorised by BBVA is forbidden. 
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