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UN Finance Initiative BX& EEREIN

Overview
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Established in 1992 by the private sector to push finance innovation for
sustainable development
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e 240+ members globally from banking, investment and insurance industries
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» Seeks systemic shift toward low-carbon, resilient, equitable, and resource-
efficient assets and businesses
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* Visit www.unepfi.org to learn more
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http://www.unepfi.org/
http://www.unepfi.org/

European Commission Action Plan on
Sustainable Finance
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The European Commission’s Action Plan on Financing Sustainable Growth identified
three objectives:
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I. Reorient capital flows towards sustainable investment in order to achieve
sustainable and inclusive growth
A
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2. Manage financial risks stemming from climate change, resource depletion,
environmental degradation and social issues; and
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3. Foster transparency and long-termism in financial economy activity.
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Developing a Taxonomy is one of ten action areas.
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Reports available: 3} &% Il R3E : e
https://ec.europa.eu/info/publications/sustainable-finance-teg- =
taxonomy en#190618
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https://ec.europa.eu/info/publications/sustainable-finance-teg-taxonomy_en

EU Sustainable Finance Taxonomy
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A list of economic activities and . )
. A rating of good or bad companies
reIevant criteria
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Flexible to adapt to different
investment styles and strategies
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Making a judgement on the financial
Based on latest scientific and industry ~ performance of an investment — only

A mandatory list to invest in

experience the environmental performance
ET&RINRAFEMNTLELR H W — IR ] 90 55 b G —— (X2 FR
iﬁ.alﬁx

Dynamic, responding to changes in
technology, science, new activities and
data —
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Inflexible or static




EU Sustainable Finance Taxonomy
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1) Activities that are already low
carbon. Already compatible with a
2050 net zero carbon economy
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2) Activities that contribute to a
transition to a zero net emissions
economy in 2050 but are not
currently operating at that level.

2) TI{E#t2050% FRHEEE BN E
5, {82 BRERIAE20501KERE
TEIARAE

3) Activities that enable those above.
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Likely to be stable and long-term
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Likely to be subject to regular revision,
tending towards zero emissions.
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Likely to be stable and long-term (if
enabling activities that are already low
carbon) or subject to regular revision
tending to zero (if enabling activities
that contribute to transition but are
not yet operating at this level).
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Zero emissions transport

Near to zero carbon electricity
generation

Afforestation

FHRUZ

T EHHE A B I E
GELSPER AN

Building renovation;

Electricity generation <100g
CO2/kWh

Cars <50g CO2/km
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Manufacture of wind turbines
Installing efficient boilers in
buildings
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Value of Green to Lenders and Investors
= AX TAK JL =2 N

s s TO T T i B N E

Evidence to support green loans: lower default risk of underlying assets INITIATIVE

IR OAR T« BRIERARAI B RO 29 XS

* Bank of England research linking energy efficiency of residential
properties and mortgage defaults
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Graph: difference in §_
mortgage arrears
(high energy S

efficiency vs low
energy efficiency)

Efficiency based on EPC
ratmg
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Difference in percentage points
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Loan origination between
2008_2017 / 1.8 mi”ion . No controls
data points X Controlling for income

2008-2017FE H3 =k R T A Controlling for income, property & loan characteristics
/ 18075&?}% = [ Controlling for income, property & loan characteristics, origination & inspection year

Note: bars display 99 percent confidence intervals.



https://bankunderground.co.uk/2018/10/16/insulated-from-risk-the-relationship-between-the-energy-efficiency-of-properties-and-mortgage-defaults/

Value 9f Green to Lenders and Investors
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Attracting investor capital to green mortgage backed securities
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Fannie Mae Green MBS 7= FI| & 4 AR S EFIF IR

> Single asset security against multifamily residential loans {26 F {3 E G — 17
TS

> Energy Star certification BEJi .2 2 IAIIE

> Approximately $35 billion issued since 2012 H20125- LIk E1T T £5350{7.3 7T
Natixis / lvanhoe / Callahan ‘green CMBS tranche’ 2 €4 B [ SCERIF 00 4

» Manhattan commercial office refinance = Maififi B [l 772N = Bl 5%

> Based on LEED Platinum Certificate for Existing Buildings J& T2 S LEED H 4 i\ iiF
Obvion ‘green’ STORM covered bond % {41 I 3 FRFIE 4 957 FH AR (7 5

» Residential mortgages — top 15% / 30% in energy performance
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European Mortgage Federation Energy Efficient Mortgages Initiative and Energy Efficiency
Data Protocol and Portal
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> Planned covered bond i1} &= fH £ {5 4%
> Standard approach to ‘green tagging’ “4k AR HIRRIUE JT 15
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https://www.fanniemae.com/multifamily/green-initiative-green-mbs
https://www.cpexecutive.com/post/natixis-facilitates-first-green-bond-cmbs/
https://www.environmental-finance.com/content/awards/green-bond-awards-2018/winners/asset-backed/asset-based-bond-of-the-year-obvion.html
https://energyefficientmortgages.eu/
https://eedapp.energyefficientmortgages.eu/

Thank you {15} !
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Comments or questions? Y 4[]

UNEP Fl Property Working Group key contacts:
A E PR B B B W T TAFH EERGRA

Matthew Ulterino Tel: +1 (585) 417-0615 (US)

Property Investment Project Coordinator  Tel: +44 (0)20 8133 8620 (UK)

UNEP Finance Initiative matthew.ulterino@un.org

Anna Murray (PWG Co-Chair) anna.murray@bentallgreenoak.com

BentallGreenOak

Calvin Kwan (PWG Co-Chair) calvin.kwan@linkreit.com
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