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SUSTAINABLE FINANCE
ECB CONTEXT

Speech by Christine Lagarde, President of the ECB, at the launch of the COP 26 Private Finance Agenda

London, 27 February 2020

“Climate change constitutes a major challenge, causing both threats and opportunities that will significantly affect the
economy and the financial sector, depending on which carbon emission scenario eventually unfolds.

That is why central banks need to devote greater attention to understanding the impact of climate change, including its
implications for inflation dynamics. At the ECB, the ongoing review of our monetary policy strategy creates an opportunity
to reflect on how to address sustainability considerations within our monetary policy framework.

Today, however, | will focus my remarks on climate change-related risks for the financial sector. Broadly speaking, the main
risks fall into three categories: risks stemming from disregard, from delay and from deficiency. [...]”

Source : https://www.ecb.europa.eu/press/key/date/2020/html/ecb.sp200227 1~5eac0ce39a.en.html
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https://www.ecb.europa.eu/press/key/date/2020/html/ecb.sp200227_1~5eac0ce39a.en.html

SUSTAINABLE FINANCE
UNEP Fl CONTEXT

United Mations Environment Programme Finance Initiative (UNEP Fl) is a partnership between UNEP and the
global financial sector to mobilize private sector finance for sustainable development. UMEP Fl works with more
than 300 members — banks, insurers, and investors — and over 100 supporting institutions — to help create a
financial sector that serves people and planet while delivering positive impacts. We aim to inspire, inform and
enable financial institutions to improve people’s quality of life without compromising that of future generations.
By leveraging the UN's role, UNEP Fl accelerates sustainable finance.

Industry-based principles

UMEP Fl supports global finance sector principles to catalyze integration of sustainability into financial market
practice. The frameworks UNEP Fl has established or co-created include:

» Principles for Responsible Banking (PRB) launched with more than 130 banks collectively holding

UsD 47 trillion in assets, or one third of the global banking sector, on 22 September 2019,
= Principles for Sustainable Insurance (PSl), established 2012 by UNEP Fl and today applied by one-

quarter of the world’s insurers (25% of world premium).
= Principles for Responsible Investment (PRI}, established in 2006 by UNEP Fl and the UN Global
Compact. now applied by half the world’s institutional investors (USD 83 trillion).

These frameworks establish the norms for sustainable finance, providing the basis for standard-setting and
helping to ensure private finance fulfils its potential role in contributing to achieving the 2030 Agenda for
Sustainable Development and Paris Agreement on Climate Change agreed by governments around the world in
2015.

oSS e Source : https://www.unepfi.org/about/
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SUSTAINABLE FINANCE
EXAMPLES & RESPECTIVE PRINCIPLES

% Green, Social, Sustainability Bonds are “any type of bond instrument where the proceeds will be
exclusively applied to finance or re-finance, in part or in full, new and/or existing eligible”:
% “Green Projects” - Green Bond Principles

/

% “Social Projects” - Social Bond Principles®

/

% “a combination of both Green and Social Projects” - Sustainability Bond Guidelines®

4

+» Positive Impact Bonds
» UNEP-FI principles for Positive Impact Finance'¥

+“ Sustainability-Linked Bonds (“SLBs”) are “any type of bond instrument for which the financial and/or
structural characteristics can vary depending on whether the issuer achieves predefined Sustainability/
ESG objectives.” Sustainability-Linked Bonds principles®

)) SUSTAINABLE FINANCE goes beyond GREEN

https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
https://www.icmagroup.org/green-social-and-sustainability-bonds/social-bond-principles-sbp/
https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-bond-guidelines-sbg/
https://www.unepfi.org/positive-impact/principles-for-positive-impact-finance/
https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-linked-bond-principles-slbp/
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https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
https://www.icmagroup.org/green-social-and-sustainability-bonds/social-bond-principles-sbp/
https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-bond-guidelines-sbg/
https://www.unepfi.org/positive-impact/principles-for-positive-impact-finance/
https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-linked-bond-principles-slbp/

SUSTAINABLE FINANCE
FIGURES

SNAPSHOT OF GLOBAL SUSTAINABLE INVESTING ASSETS, 2016 - 2018

Region 2016 2018

Europe $ 12,040 $ 14,075
United States $ 8,723 $ 11,995
Japan $ 474 $ 2,180
Canada $ 1,086 $ 1,699
Australia/New Zealand $ 516 $ 734
TOTAL $ 22,890 $ 30,683

SUSTAINABLE DEBT MARKET ANALYSIS

Overall Most even thematic split in H1 2020

The sustainable debt market has been 350

Note: Asset values are expressed in billions of US dollars. All 2016 assets are converted to US daol-
lars at the exchange rates as of year-end 2015. All 2018 assets are converted to US dollars at the
exchange rates at the time of reporting.

Source : Global Sustainable Investment Alliance’s Review 2018
http://www.gsi-alliance.org/wp-
content/uploads/2019/06/GSIR Review2018F.pdf

Source : Climate Bonds INITIATIVE, Sustainable

dominated by green, but the share of other
themes has grown in recent years, both in
terms of amount issued and number of issuers.

200 . Green . Sustainability

Overall, the market performed strongly in 250 . Social Pandemic
H1 2020, with over USD250bn issued versus
USD341bn for the full year of 2019,
200
Due to COVID-19, however, the market's
composition is noticeably different this year, 150

with a much more even split between themes
than previously. Further, the fact that a large part
of social and sustainability bond issuance in H1 100
2020 financed COVID-19 response measures

@
means that most non-green volumes - and likely & 50

around half of the total sustainable debt market 5

- financed pandemic-related investments in H1 % 0

2020. (See Methodology for more detail on our

analysis process and definitions.) 2014 2015 2016 2017 2018

Debt, Global state of the market, H1 2020
https://www.climatebonds.net/resources/report

I s/sustainable-debt-global-state-market-h1-
2020

2019  H12020

Information on data and/or figures drawn from external sources: The accuracy, completeness or relevance of the information which has been drawn from external sources is not guaranteed
although it is drawn from sources reasonably believed to be reliable. Subject to any applicable law, Societe Generale shall not assume any liability in this respect.
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http://www.gsi-alliance.org/wp-content/uploads/2019/06/GSIR_Review2018F.pdf
https://www.climatebonds.net/resources/reports/sustainable-debt-global-state-market-h1-2020

SUSTAINABLE FINANCE
APPLIED TO MONEY MARKET

USE CASE CP/MTN

Which mechanism?

* Use of proceeds?
* KPI-linked?
» ESG rating based?

Which challenges?

 Time horizon?

* Incentive mechanism?
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SUSTAINABLE FINANCE - OPEN QUESTIONS ON POTENTIAL
CONSEQUENCES FOR THE MONEY MARKET

SUSTAINABLE INVESTMENT APPROACHES OR INTERNAL ESG GUIDELINES - POTENTIAL IMPACTS?

Various questions could be raised: @

)) On issuers which are preferred as counterparties?

)) On issuers whose securities are eligible to portfolios?
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SUSTAINABLE FINANCE

LABELS

EXISTING EUROPEAN LABELS

SRI Label
(France)

(Germany, Austria
& Switzerland)

LuxFLAG ESG
(Luxembourg)

. Towards
o Sustainability
(Belgium)

Umweltzeichen
(Austria)

Ecolabel
(Nordic

LuxFLAG
Environment
(Luxembourg)

C

LuxFLAG
Climate Finance
(Luxembourg)

«Green» labels

Greenfin Label
(France)
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FNG-Siegel

® =

candFairTransition

Standalone stakeholder
committee, supported by
the Ministry of Finances

Expert committee under
the stewardship of FNG'

LuxFLAG?

Central Labelling Agency®
cLa)

Austrian Federal Ministry
for the Environment

Nordic Ecolabelling
Board*, on a mandate

LuxFLAG?

LuxFLAG?

committee, chaired by the
Ministry for the Ecologica

Fr i
countries) om Nordic governments

Accredited
auditors

SRI/ESG investment
process

Fee including
the audit and
promotion costs

(FNG's labelling
entity) &
Uni. Hamburg

LuxFLAG

Verifiers
appointed by the

Ministry

Nord“:swan

Nordic Swan

LuxFLAG

LuxFLAG

Accredited
auditors

available online on fanuary 1st, 2020. They might further evolve.

SRIJESG investment
process with climate
exclusions. Point system

SRIVESG investment
process

combining requirements
on the investment

process and exclusions

SRIJESG investment
process with climate
exclusions. Point system

process with climate
exclusions & green

Thematic investments
and ESG criteria

Thematic investments
and ESG criteria. Climate
exclusions

Thematic investments
and ESG criteria. Climate
exclusions

€4200

€3000

Fee per labelled
product collected
by CLA

Variable
annual fee

. SR”ESG : mestm ent e

€3000 +
fixed charge

reporting. Point system

3000€

3000€

Standalone stakeholder

Depending on
auditor

Disclaimer: the information on labelling criteria contained in this document is based on eligibility criteria documents

Source : NOVETHIC, Overview of European

Sustainable Finance Labels - January 2020

https://www.novethic.fr/fileadmin//user upload/tx
ausynovethicetudes/pdf complets/Novethic Over

view-European-Sustainable-Finance-

Labels 2020.pdf

Sustainable investment forum (German-speaking countries)

2Cross-border labelling agency with founding members from the financial sector
in Luxembourg

3The Central Labelling Agency (CLA) is the not-for-profit association that awards
the Towards Sustainability Label

“Nordic Ecolabel is a voluntary label created by the Nordic Council of Ministers in
1989 and available for about sixty categories of retail products. The « Financial
Products » category was introduced in 2017.


https://www.novethic.fr/fileadmin/user_upload/tx_ausynovethicetudes/pdf_complets/Novethic_Overview-European-Sustainable-Finance-Labels_2020.pdf

CONCLUSION
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IMPORTANT INFORMATION

Commercial nature of the document: This document is of a commercial and not of a regulatory nature.
No offer to contract: This document does not constitute an offer, or an invitation to make an offer, from Société Générale to purchase or sell the product referred to herein.

Information on data and/or figures drawn from external sources: The accuracy, completeness or relevance of the information which has been drawn from external sources is not guaranteed although it is drawn from
sources reasonably believed to be reliable.Subject to any applicable law, Société Générale shall not assume any liability in this respect.

Market information: The market information displayed in this document is based on data at a given moment and may change from time to time.

Authorisation: Société Générale is a French credit institution (bank) that is authorised and supervised by the European Central Bank (ECB) and the Autorité de Contréle Prudentiel et de Résolution (ACPR) the French
Prudential Control and Resolution Authority) and regulated by the Autorité des marchés financiers (the French financial markets regulator) (AMF).

Société Générale Global Banking and Investor Solutions
17 cours Valmy - 92987 Paris - La Défense Cedex
Head Office: 29 Bd Haussmann, 75009 Paris
552 120 222 RCS Paris - APE : 651C - SIRET : 552 120 222 000 13
Société anonyme with a capital of EUR 1,066,714,365 EUR (01/08/2019)
Société Générale is authorized and regulated by the Autorité de Contrdle Prudentiel et de Résolution.
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