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EU Taxonomy: In a Nutshell

Definition A harmonised classification system identifying economic 
activities that deliver on EU sustainability goals

Scope Environmental taxonomy, but work currently underway to 
extend to social objectives

Key features Granular enough to minimise ambiguity about "greenness" 
of an activity and flexible enough to cater to technological 
and market developments

Stakeholders It will be built on existing initiatives and developed gradually
with input from scientific, technical and financial experts

Benefits Common language for financial markets and avoid market 
fragmentation. A basis for transparency and further policy 
action (e.g labelling schemes, green standards, etc.)
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EU Taxonomy: 6 Environmental Objectives

Source: Robeco
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EU Taxonomy: Impact on banks

 Activity-level focus & granularity in reporting => significant
departure from existing ESG reporting practices

 Will have far reaching consequences for financial institutions
requiring extensive preparations for implementation & longer-
term strategic reviews to alignment

 In short term, financial institutions will need to:
1. assess their activities to identify those within scope
2. understand what is required for compliance
3. identify the data requirements for each type of activity,
4. develop roadmaps to close gaps & plan and operationalise

reporting
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EU Taxonomy: Impact for Banks of TSC
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 Significant implications for existing and future pieces of legislation,
including:
 Non-Financial Reporting Directive (NFRD)
 Sustainable Finance Disclosure Regulation (SFDR)

 Ongoing EU policy initiatives will link standards and labels to
Taxonomy aligned economic activities=> EU Ecolabel criteria for
financial products

 Green Asset Ratio to be main KPI for disclosure of information on
how and to what extent activities qualify as Taxonomy compliant

EU Taxonomy: Basis for further Policy Actions
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Broader regulatory landscape 
relevant for EEM

 Renewed Sustainable Finance Strategy:
 Definition of ‘green mortgage’
 Review of Mortgage Credit Directive

 EU Green Bond Standard

 EBA Recommendations on ESG Risks Management &
Supervision in Pilar 2

 EBA ITS on Pillar 3 disclosure of ESG risks

 EBA assessment of dedicated prudential treatment for ESG
related assets
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Supervisory Landscape

 ECB Guide on Climate-
related & Environmental 
Risks: 
 Supervisory expectations 

7 & 8 require banks to 
consider climate-related 
& environmental risks at 
all relevant stages of 
credit-granting process 

 ECB Monetary Policy Strategy:
 Disclosures as a 

requirement for eligibility as 
collateral & asset purchases

 Enhancement of risk 
assessment capabilities

 Collateral framework
 Corporate sector asset 

purchases
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Key takeaways

• No part of a bank’s activities will remain untouched by SF agenda
• However, most significant impacts => material impact on 3 pillars of supervisory 

framework:

• Vital that banks are already taking necessary steps to understand implications & 
plan implementation

Supervisory Framework

Minimum 
Capital 

Requirements

Supervisory 
Review

Market 
Discipline
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