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Agenda

• Regulation of (sustainable) finance

• Sustainable finance: taxonomy and 

context

• Use of the disclosure framework

• Impact on financial and non-financial firms
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Politics and financial industry

• Presented as highly technical

• But not unique and lots of human-made 

complexity: derivatives, short selling, 

capital requirements

• In the end these are all political trade-offs 

between the sectors' profitability 

("economic growth") and other societal 

interests such as financial stability



      
      
              

Impact of finance on society

• Retail finance and payments, foreign 

exchange, export credit (euro, cheap 

payments)

• Financial markets: trading, equity/bond 

issuance ("liquidity creation")

• Money creation (bank stability)

• But most importantly: credit allocation

(sustainable finance)



      
      
              

Sustainable finance: 
taxonomy and context
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Taxonomy: how we got here

• Multi-year multi-step process in which the 

actual Regulation took only a few years:

– 2016-2018: High-Level Expert Group on 

Sustainable Finance (mixed representation)

– 2018-2019: Legislative process EP/Council

– 2019-2020: Technical Expert Group (statutory 

"seats" defined in legislation)

– 2020-2021: Commission Delegated Acts / 

Standards (due 21 April, still contentious)



      
      
              

Taxonomy: a key building block
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Taxonomy: devil in the detail

• Decided

– Sectorial exclusions (forestry, hydro)

– Governance (Platform)

• Outstanding

– Sectorial exclusions (nuclear, gas)

– Social and good governance taxonomy?

– “Brown” taxonomy?

• Slow timetable and low ambition level



      
      
              

Uses of the disclosure 
framework
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Taxonomy & co: expected uses

Announced in 2018

• EU Green Bond Standard:

proposal July 2021 (too late for NextGenEU)

• EU Ecolabel: overdue, stalled because of nuclear

Failed

• Recovery and Resolution Fund (2020):

framework not ready*, amended Rio Markers instead

Potential

• …
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Announced in 2018

• EU Green Bond Standard:

proposal July 2021 (too late for NextGenEU)

• EU Ecolabel: overdue, stalled because of nuclear

Failed

• Recovery and Resolution Fund (2020):

framework not ready*, amended Rio Markers instead

Potential

• Capital requirements

(Green Supporting Factor / Brown Penalizing Factor)

• Sustainable Products Initiative (Green Procurement Rules)



      
      
              

Impact on financial & 
non-financial firms
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Impact disclosure framework (1)

Impact on the financial sector

• Core of the disclosure framework: Taxonomy + SFDR

• Formal scope: placing products on EU market (both files)

• Future impact likely (e.g., risk-sensitive capital requirements)

• Transparency and comparability itself will have an impact

(e.g. through market valuation of investments in potential 

stranded assets)

• Extraterritorial impact:

– Non EU-firms placing products on the EU market

– EU-subsidiaries of non-EU firms

– Potential de facto global standard (Brussels effect)

=> Beware, rules for non-financial firms also apply



      
      
              

Impact disclosure framework (2)

Impact on non-financial sector firms

• Core of the disclosure framework: Taxonomy Art 8 + CSRD

• Scope: large firms >250 staff and smaller EU-listed firms (tbc)

• Pending overhaul of NFRD into CSRD, Taxonomy’s Article 8 prescribes very 

minimal sustainability reporting requirements (3 KPIs) for firms already 

subject to the NFRD so that their financiers can reporting under SFDR

• Indirect impact on all non-financial firms:

– SFDR (data required for the PAI statement)

• Extraterritorial impact:

– Firms financed by EU counterparties subject to SFDR (above)

– Non-EU firms listed in the EU (tbc)

– Potentially: all firms supplying EU firms (to allow EU firms to meet new 

due diligence requirements)







      
      
              

Compliance

• Technical detail (indicators, format) in 

delegated legislation

Example (finance): SFDR PAI



      
      
              

Compliance
Example (non-finance): NFRD/CSRD



Thank you

Joost Mulder

mulder@bettereurope.eu

www.bettereurope.eu

bettereuropepa
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