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Green Labels Need a Global Green Taxonomy   

The EC’s proposed regulation on a voluntary European green bond 
standard (EUGBS) published in July 2021 is unlikely to become a 
global ‘gold standard’ and trigger a meaningful transformation of 
the global green bond market. This is because the proposals are EU-
centric (funds raised will have to finance EU taxonomy-compliant 
investments) and because several jurisdictions have already 
introduced green taxonomies that are not aligned to the standards 
and criteria used in the EU.  

In the absence of a ‘common ground’ global environmental 
taxonomy, or a conclusive mapping or alignment exercise, global 
issuers may be reluctant to adopt standards imposed by a host 
regulator. A lack of taxonomy alignment and related green labels 
represents a fragmentation of frameworks that is arguably holding 
back green financing flows.  

In addition, alternative green bond frameworks issued by private 
and non-profit organisations are already being used within 
international capital markets. These could act as a global standard, 
reducing the need for yet another one, but these private labels are 
not incorporated into legislative regimes and may have less impact 
than government-backed standards. 

EUGBS Unlikely to Resolve Greenwashing  
The EUGBS provides welcome transparency and tougher reporting 
on verifications and allocation of bond proceeds, but the proposed 
standard does not prohibit companies that participate in 
environmentally harmful activities from issuing bonds under the 
EUGBS – and so arguably it permits a degree of greenwashing.  

Fitch Ratings appreciates that some flexibility is required to support 
companies’ transition to sustainable standards and to attract the 
EUR1 trillion of public and private investment over the next decade 
to meet the Sustainable Europe Investment plan. However, without 
tough anti-greenwashing rules, the proposed regulation’s 
credentials as a gold standard already look tarnished.  

Tilting Regulation Could Be a Game-Changer  
Were the EU’s financial services sector regulations, and particularly 
central banks’ asset purchase and repo mandates, to be tilted to 
favour counterparties of EUGBS-certified bonds, this could create 
very substantial demand for such green instruments.   

To be clear, Fitch is not aware any moves to direct the EU’s EUR27 
trillion assets under management, the EUR36 trillion banking 
sector and the eurozone’s central banks to hold a determined share 
of assets in EUGBS-certified bonds. But if such a policy were 
enacted, it would unlock significant demand for these green bonds 
and would be likely to make the EUGBS the de-facto global green 
bond standard.  

‘The EU-centric nature of the proposed EU 
Green Bond Standard could stand in the  
way of global acceptance and prevent the 
harmonisation of green instruments’ labelling.’  

Janine Dow, Sustainable Finance, Fitch Ratings  
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Introducing the EU Green Bond Standard 

What Is New in the EUGBS? 

The EUGBS is a regulatory proposal and, as such, it is far more 
prescriptive than other green bond standards available. It draws 
heavily on existing Green Bond Principles published by the 
International Capital Markets Association (ICMA) and the Climate 
Bonds Standard drawn up by the Climate Bonds Initiative (CBI), 
both widely recognised as being global industry standards. 
Novelties include:  

• Regulatory oversight; 

• Use of proceeds aligned to EU taxonomy; 

• Stricter annual reporting deadlines;  

• Fines for non-compliance; and 

• External verifiers to be approved and supervised by the 
European Securities and Markets Authority (ESMA). 

 

EUGBS Aims to Be Global Gold Standard Label 

The EUGBS aims to become a gold standard for green bonds and can 
be used by non-EU based issuers, even if they have no activities in 
or financial ties to the region. Although we recognise that 
regulatory-backed standards may well take the lead over standards 
drawn up by private initiatives, it is not obvious that the EUGBS will 

become the global standard. The standard’s close alignment to EU 
climate priorities and its binary nature are likely to be limitations. 
The natural capital priorities and stewardship of the EU may not be 
similar to other jurisdictions’.  

Fitch also expects there to be reluctance from non-EU issuers to 
conform to extra-territorial standards and be subject EU-approved 
reviewers.  

EUGBS Unlikely to Eliminate Greenwashing Risk 

Greenwashing is activity undertaken by a company that misleads 
investors or customers into believing it is more environmentally 
sustainable than it is. Put simply, greenwashing makes people 
believe a company is doing more to protect the environment than it 
really is. 

The EU’s Strategy for Financing a Transition to a Sustainable 
Economy (EU strategy) identifies greenwashing risk as a priority 
and establishes several methods for addressing it. These are the EU 
taxonomy, by clearly defining sustainable activities; mandatory 
disclosures for corporates and financial institutions on 
sustainability exposures; and financial product standards and 
labels.  

However, Fitch believes considerable scope remains for 
greenwashing. The standard does not prevent companies that 
participate in environmentally harmful activities from issuing a 
green bond under the EUGBS label. While the bond itself may offer 
greater assurance that proceeds will be directed towards green 
activities, the issuer does not have to be more environmentally 
sustainable than one issuing a conventional bond.  

However, given the extent of financing required to fund the EU’s 
transition to a net zero economy (see Annex 3), it is understandable 
that the European Commission (EC) is keen to make sure that green 
bonds should be raised not only by companies that already meet 
environmental standards but also those that are mapping out a 
clear transition pathway to support net zero policies. ESG-oriented 
investors have raised concerns about green bonds issued by entities 
actively involved in fossil fuel production and use, such as Spanish 
oil and gas company Repsol, S.A. (BBB/Stable) and Korean utility 
Korea Electric Power Corporation (AA-/Stable).  

EUGBS labels should be useful for investors who want to know if a 
specific bond meets the highest green standards available. This may 
reduce the due-diligence burden in assessing the risk that a bond 
may not actually finance green activities, or in determining if the 
issuer has a comprehensive approach to sustainability 
management. Depending on the value that investors place on this 
additional level of transparency, a new ‘greenium’ could emerge 
where EUGBS-certified bonds achieve more competitive pricing.  

ESMA accreditation may improve the quality and timeliness of 
public green bond reporting and may boost the credibility of 
attestations but compliance responsibilities will be tough and 
services could be costly. Some issuers may shy away from seeking 
verifications from ESMA-approved companies, especially as failure 
to comply with EUGBS will carry fines and penalties for both issuers 
and verifiers. 

Global Taxonomy Alignment Remains Elusive 

Systems that classify environmental and or sustainable 
activities – so-called ‘taxonomies’ – help investors identify 
green finance opportunities while avoiding the risk of 
greenwashing. For issuers, taxonomies provide a clear set of 
principles or requirements for their activities to be considered 
environmentally sustainable. Taxonomies facilitate green 
investment by improving market clarity and confidence.  

However, the EU taxonomy is one of several operating globally 
– each one has a slightly different definition of which economic 
activities qualify as ‘green’ or aid ‘transition’. The operation of 
differing taxonomies and product labels based on these 
taxonomies could create confusion around the labelling of 
‘green’ products, making it more difficult for investors to 
compare investments across geographies. It also may limit the 
size of individual issues to levels that can be absorbed by 
country-specific markets.  

The International Platform on Sustainable Finance (IPSA), a 
multilateral forum for public authorities, is spearheading efforts 
to create a common ground taxonomy that could provide a 
reference point for regional and national taxonomies. Such an 
approach would help to find common ground on central issues, 
including a means to channel capital from unsustainable 
activities.  

However, IPSA is not expected to report back until late 2021. In 
addition, although its members include Canada, China, the EU 
and the UK, the US has declined to join.  

Finding common ground may be difficult until jurisdictions 
adopt more harmonised targets and transition pathways. 
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EUGBS Vs. Other Green Bond Labels 
The ICMA’s principles provide ‘guidance’ and define a broad range 
of environmentally sustainable activities eligible for green bond 
financing, while the CBI certifies bonds aligned to its standards. In 
many respects, CBI certification already acts as a global high-
quality standard and its latest certification requirement is closely 
aligned with the EU taxonomy, although it does not mirror it exactly.  

The EU taxonomy categorises economic activities as green or 
transition. It does not cover activities in agriculture, fishing, nuclear 
power generation, urban planning and some types of manufacturing 
(e.g. glass, textiles, pulp & paper), which means that an EUGBS-
certified green bond cannot direct the bulk of its proceeds towards 
these sectors. These activities would, however, be eligible under the 
ICMA principles and the CBI taxonomy, which have wider 
definitions of ‘green’ as long as there is evidence of contribution to 
climate change mitigation or adaptation. 

In other instances, the EU taxonomy is more flexible. For example, 
under the CBI taxonomy, only waste wood for biomass power 
generation is eligible; the EU version allows all wood for fuel and 
supports conversion of gas-fired power stations in biomass plants. 
This has been controversial among campaigning organisations that 
argue wood biomass is not carbon neutral.1 Pending amendments 
to the Common Agricultural Policy, Fitch expects the agriculture 
sector to be included in the EU taxonomy, but there are similar 
controversies around some types of farming and livestock 
production that will need to be carefully managed with industry 
groups. See Annex 2 for comparative information across EUGBS, 
ICMA principles and CBI classifications.   

Despite its higher reporting requirements and the inclusion of 
regulatory oversight, the EUGBS is voluntary, which may hold back 
the development of the green bond markets. A green bond issued 
by an EU-based entity will only be classified as an EU green bond if 
it meets all the standard’s criteria.  

A green bond certified under the EUGBS will be allowed to keep its 
label to bond maturity, even if changes to the EU taxonomy make its 
financed activities ineligible in the future. It is also possible to apply 
for relabelling of existing green bonds, for issuers that perhaps have 
already met the requirements or plan to ahead of the regulation’s 
effective date.  

                                                                                       
1 Joint NGO Statement on Biomass for Net Zero, 15 June 2021. https://elc-
insight.org/forest-bioenergy/ngos/  

 

Central Bank Green Tilt Would Be Material 
The ECB and other central banks could supercharge the market for 
EUGBS-certified green bonds and play a key role in supporting the 
finance of sustainability goals by tilting their repo and asset 
purchase programmes towards green bonds or by penalising the 
inclusion of ‘brown’ assets. The current eligibility criteria under the 
Eurosystem’s asset purchase programmes are neutral and do not 
favour or penalise securities based on environmental criteria. The 
ECB, however, has purchased green bonds under its programmes 
and is an increasingly vocal supporter of the EU’s sustainability 
initiatives.  

Given the size of the ECB’s bond-buying power, any change in the 
green eligibility criteria under its programmes, especially if these 
included a requirement to hold EUGBS-certified green bonds, 
would significantly boost the supply of these securities and elevate 
both creditability and status of the EUGBS within capital markets. 
To be clear, the ECB has not signalled that it is considering such a 
tilt towards favouring green assets.  

 

 

 

The Climate Bonds Standard, overseen by the non-profit CBI, is 
also voluntary and has mandatory reporting and issuer review 
requirements similar to those adopted by the EUGBS. Since 
2014, CBI has certified 377 debt instruments with a reported 
value of about USD179 billion; at end-2020, total cumulative 
green bond issuance had surpassed USD1 trillion.  

This indicates that, in the absence of regulation, only a small 
portion of issuers are choosing to pursue a label with 
requirements excess to market convention. With only 22% of 
CBI certified bond issuers based in the EU, there is a question 
about the potential size of the EUGBS market, particularly if 
regulators in countries that issue a large number of green 
bonds, such as China or the US, introduce their own standards 
subject to local supervision.   

 

https://elc-insight.org/forest-bioenergy/ngos/
https://elc-insight.org/forest-bioenergy/ngos/
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Flexible Labelling May Broaden Issuance 
Proposals to broaden the scope of activities classified as 
‘sustainable’ under the EU’s taxonomy, plus greater flexibility to 
allow funds raised by green bonds to finance economic activities 
that are not necessarily already green but which support credible 
transition pathways, should, in our view, contribute to volume 
growth and liquidity in the EU’s green bonds market and help 
finance the ‘investment gap’.  

By end-2021, the EC will publish a list of economic activities which 
support the ‘pathway towards sustainability’, such as natural gas, 
and this should help drive investment into companies on transition 
pathways. Discussions with investors indicate that the shortage of 
compliant green assets that can be financed by green funding 
instruments is a significant constraint on the green bond market. 
This shortage could, at least partially, be addressed by extending 
the range of compliant activities.    

Existing technical standards, which define which activities are 
’sustainable’ under the EU taxonomy, cover economic activities 
relating to some of the EU’s largest greenhouse gas (GHG) emitters, but 
leave out key sectors, notably agriculture, forestry and fishing, tourism 
and water supply, sewerage and waste management. In addition, 
published technical standards only relate to two of the taxonomy’s six 
environmental objectives – climate change mitigation and adaptation.  

In August, the EC, through its Platform on Sustainable Finance, 
launched a review of whether to expand the range of activities 
qualifying for taxonomy-compliance. It said it would publish technical 
standards covering the remaining four objectives (the sustainable use 
and protection of water and marine resources; the transition to a 
circular economy; pollution prevention and control; and the protection 
and restoration of biodiversity and ecosystems) by end-June 2022.  

We believe such measures could stimulate the EU’s green bond 
market. The number of companies which could issue green bonds 
may grow considerably if the range of potential taxonomy-
compliant economic activities were expanded and if technical 
standards covering the full range of taxonomy objectives became 
available. At the same time, increased transparency regarding 
taxonomy compliance should make it easier for investors to feel 
more confident about investing in such instruments and broaden 
the pool of potential investors.   

Lastly, labelling, such as European Banking Authority (EBA)-
approved definitions of retail green loans and mortgages, may also 
help stimulate growth of green bond funding instruments targeted 
at retail customers and open up an additional investor pool.  

Fund Regulations Could Provide Incentives  
Current incentives for the EU’s asset management sector to invest 
more heavily in green bonds, such as small pricing differentials, 
reputational benefits or the ability to satisfy customer demand, will 
not be sufficient to have a transformational impact, in our view. 
However, changes to regulations governing the investment 
management sector could have a powerful effect, especially if they 
were linked to a requirement to hold a specific share of green, 
EUGBS-certified, bonds. While we are not aware of any initiative to 
link any aspect of either the Markets in Financial Instruments 
Directive 2 (MiFID2) rules or the Sustainable Finance Disclosure 

Regulation (SFDR) to EUGBS, such moves would unblock very 
strong demand for certified green bonds in the EU.  

The MiFID2 rules, effective from late 2022, will force managers to 
ensure investors are able to voice their sustainability preferences when 
making fund selections. The SFDR, effective since March 2021, 
requires financial advisers, asset managers and insurers to include 
financially material sustainability risks in their procedures and consider 
the sustainability preferences of their clients. These initiatives are 
driving greater transparency around sustainable investments and 
supporting the flow of funds to sustainability-oriented funds.   

The SFDR’s detailed technical standards still need to be published, 
but were these to tie a fund’s classification label (for example, the 
‘Level 9 fund’) to a specific share of assets invested in EUGBS-
certified green bonds, this would spur significant demand for these 
instruments. Assets under management in the EU totalled EUR27 
trillion at end-1Q21, split 55% in investment funds (generally retail 
customers) and 45% in discretionary portfolios (institutional 
clients), so even a requirement to invest a small share in green 
bonds could make a sizeable difference. However, we are not aware 
that any such considerations are being contemplated by SFDR.  

The EC is also asking whether frameworks governing EU pension 
funds should be amended to ensure that broad social and 
environmental goals are included in the list of ‘beneficiaries’ best 
interests’ which need to be considered as part of the investment 
selection process. Should EU pension fund managers be required to 
explicitly consider positive and negative sustainability aspects of 
their investment decisions, they may shift a greater share of 
managed assets into EUGBS-certified bonds, thus creating more 
demand for these securities.  

Bank Greening Expected to Support Growth    
The EC does not explicitly encourage banks to increase lending to 
sustainable sectors but it does expect their financing strategies to 
reflect the EU’s sustainability goals. By 2023, the EC will develop a 
platform to measure, at member state level, the investment gaps in 
sustainable investments and track capital flows directed by 
financial institutions towards sustainable finance. We expect this 
will add to steady ‘greening’ trends of the EU’s financial system, with 
banks playing a key role in developing green bond markets, as direct 
investors, advisors and issuers.  

Further bank balance-sheet ‘greening’ will occur in the build up to 
the publication of mandatory green asset ratios (GARs) from 2023. 
Green, taxonomy-compliant, bonds held in banks’ investment 
portfolios contribute positively to GAR calculations and it is likely 
that banks will want to increase their holdings of these instruments 
as they try to improve their ratios. We also expect that EU banks will 
want to ensure their green bond investments are EUGBS-aligned in 
an effort to simplify GAR calculations. This should boost demand for 
certified green bonds and should generate greater acceptance of 
the standards. We also expect more banks to issue green bonds to 
support taxonomy-compliant lending.   

More importantly, the EBA will bring forward to 2023 (from 2025) 
its assessment of the prudential treatment of exposures associated 
with environmental or social objectives. Fitch expects capital 
charges to be introduced and this will encourage banks to increase 
their exposures to sustainable activities, including green bonds. 
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Annex 1  

Key Comparative Information across EUGBS, ICMA Principles and CBI Standards  

  EUGBS (Proposed) ICMA Green Bond Principles CBI Standard  

Date  Regulation proposed on 6 July 2021; 
expected to be approved by the 
European Parliament in 2022.  

Framework updated June 2021. Version 3 published December 2019. CBI 
standards are fully aligned with ICMA's 
Green Bond Principles, the Loan Market 
Association’s Green Loan Principles, the 
proposed EUGBS, ASEAN Green Bond 
Standards, Japan’s Green Bond Guidelines 
and India’s Disclosure & Listing 
Requirements for Green Bonds. 

Voluntary (V)/ 
Mandatory (M) 

V V V, but compliance with standard is 
mandatory to receive CBI certification.  

Applicability  Applies to all EU and non-EU based 
issuers and all green bonds 
distributed in and outside the EU. 

Global.  Global.  

Objective  To set a standard (‘the gold standard’) 
for high-quality green bonds to 
support the European Green Deal by 
making it easier for investors and 
companies to identify 
environmentally sustainable 
investments and ensure that they are 
credible. To stimulate development of 
the green bonds market and to 
reduce the risk of greenwashing.  

To promote the role played by global debt capital 
markets in financing progress towards environmental 
sustainability. 

To provide clear, sector-specific eligibility 
criteria for assets and projects that can be 
used for Climate Bonds and Green Bonds. 
To provide international best practice 
labelling for green investments.  

Use of 
proceeds  

Must be 100% aligned to the EU’s 
Taxonomy Regulation. Proceeds 
raised must be used to economic 
activities, finance assets (fixed assets 
and capital expenditures relating to 
fixed assets) and operating 
expenditures incurred no earlier than 
three years before the bond issuance 
date relating to research, 
development, training or to fixed 
assets that are fully taxonomy-
compliant. The EUGBS is designed to 
support the finance of transition 
activities and allocations must 
respect the ‘do no significant harm’ 
clause.    

Proceeds must fund ‘Eligible Green Projects’. Eligible 
Green Projects include, but are not limited to: 
renewable energy, energy efficiency, pollution 
prevention and control, environmentally sustainable 
management of living natural resources and land use, 
terrestrial and aquatic biodiversity, clean 
transportation, sustainable water and wastewater 
management, climate change adaptation, circular 
economy, eco-efficient products and green buildings. 
Taxonomies can be referenced to provide examples 
of qualifying green assets.    

Proceeds must fund Nominated Projects 
and Assets, spread across 16 economic 
sectors (e.g. agriculture, shipping, buildings 
and waste management). For each sector, 
the CBI sets out a list of environmental 
credentials and science-based guidelines 
about what should and should not be 
considered a qualifying investment.  

Sovereign use 
of proceeds 
carve out  

Sovereign issuers may also allocate 
bond proceeds to finance tax relief 
policies, subsidies and capital 
allocations to activities as long as 
these are fully taxonomy-compliant.  

n.a. n.a. 

Based on  Recommendations made by the EU’s 
Technical Expert Group on 
Sustainable Finance, following open 
consultations and interviews with 
stakeholders and discussions with EU 
capital markets groups and ESMA.  

Recommendations made by the Advisory Council of 
the Green Bonds Principles Committee (comprising 
representatives from leading issuers, investors and 
underwriters) plus members of various working 
groups (comprising representatives from leading 
financial institutions).   

‘Credible, science-based and widely used’ 
criteria form the basis of the CBI's eligibility 
rationale.  
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Key Comparative Information across EUGBS, ICMA Principles and CBI Standards (Cont.) 

  EUGBS (Proposed) ICMA Green Bond Principles CBI Standard  

Key disclosure  A factsheet (produced in line with a 
specific template) setting out how the 
issuer intends to allocate the bond 
proceeds to eligible fixed assets, 
expenditures and financial assets 
must be published when the bond is 
issued. Subsequent allocation reports 
will explain how those proceeds have 
actually been allocated.  All reports 
must be reviewed by independent 
external reviewers.  

A summary sheet is considered ‘helpful’; a template is 
provided.  

n.a. 

Alignment to 
issuer’s 
environmental 
strategy  

The factsheet must set out how the 
bond aligns with the issuer’s broader 
environmental strategy. 

The issuer should position selected projects within its 
own environmental sustainability objectives.  

The issuer must align climate bond issuance 
to its green bond framework. The issuer 
must disclose how the bond’s climate-
related objectives are positioned within the 
context of its overarching environmental 
sustainability objectives and strategy.  

Project 
evaluation and 
selection  

Processes to determine how projects 
align with the EU taxonomy 
requirements, including a description 
of the technical screening criteria 
applied, must be disclosed in the 
factsheet. Methodologies and 
assumptions underpinning metrics 
must be disclosed and absence of 
metrics must be justified. Estimates 
of expected positive and adverse 
environmental impacts must be 
disclosed.  

Issuers should provide information about whether 
projects are aligned to any taxonomies. Eligibility 
criteria, exclusion criteria and any green standards or 
certifications received should be disclosed. Details 
about how the issuer manages ‘perceived’ social and 
environmental risks associated with a project must 
be disclosed.  

Issuers must establish, document and 
maintain a decision-making process used to 
determine the eligibility of the nominated 
projects and assets. Eligibility criteria need 
to be clear and transparent, supported by 
relevant assumptions and methodologies 
used.    

Project-specific 
detail  

Unless confidential, detailed 
disclosure relating to intended 
qualifying projects is required, 
including environmental objectives, 
NACE codes, geographic location, 
links to public documents etc.  

The annual report should include a list of the projects 
to which green bond proceeds have been allocated, 
as well as a brief description of the projects, the 
amounts allocated, and their expected impact. Where 
confidentiality agreements, competitive 
considerations, or a large number of underlying 
projects limit the amount of detail that can be made 
available, the principles recommend that information 
is presented in generic terms or on an aggregated 
portfolio basis (e.g. percentage allocated to certain 
project categories). Transparency is of particular 
value in communicating the expected and/or 
achieved impact of projects. The principles 
recommend the use of qualitative performance 
indicators and, where feasible, quantitative 
performance measures and disclosure of the key 
underlying methodology and/or assumptions used in 
the quantitative determination. 

Proposed nominated projects and assets 
must be listed and the issuer must 
demonstrate that these comply with 
eligibility criteria.  

Tracking net 
proceeds  

n.a. (or not found) Unallocated amounts raised by the issue should be 
placed in a dedicated sub-account and appropriately 
tracked; details of how liquidity will be placed should 
be disclosed.  

Net proceeds can be credited to a sub-
account, moved to a sub-portfolio, or 
tracked by the issuer in an ‘appropriate 
manner’ and documented. 
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Key Comparative Information across EUGBS, ICMA Principles and CBI Standards (Cont.) 

  EUGBS (Proposed) ICMA Green Bond Principles CBI Standard  

External review External pre- and post-issuance 
reviews are required and must be 
completed in line with a specific 
template. A pre-issuance review is 
required to confirm alignment of 
terms and conditions with EUGB 
standards; at least one post-issuance 
review must be performed during the 
life of the bond to confirm that the 
allocation of proceeds is in line with 
standards. Reviews must be 
performed by a registered and ESMA-
approved expert.  

External reviews (or ‘second-party opinions’), both 
pre- and post-issuance, are ‘key recommendations’. 
ICMA maintains a list of external reviewers but has 
no supervisory authority over these. Post-issuance, 
reports can be reviewed by the issuer’s auditors.  

An independent third-party assurance 
provider or auditor, approved by the 
Climate Bonds Standard Board and listed on 
the CBI website, must produce a verifier’s 
report, prepared in line with the CVI’s 
guidance.  

External review 
carve out for 
sovereigns  

There is a carve out for sovereign 
issuers which can rely on the 
expertise of state auditors.   

n.a. n.a. 

Applicable to  Financial and non-financial issuers. All issuers globally. All issuers globally.  

Allocation 
reports  

Allocation reports must be produced 
annually in line with a specific 
template until all proceeds are 
allocated; reports must be produced 
no later than three months after year-
end. Allocations can be disclosed on a 
portfolio basis if it is not possible to 
perfectly match financing to specific 
assets.  

Publication of allocation reports is recommended. 
These reports should include a list and description of 
projects funded, amounts allocated and the expected 
environmental impact. Where confidentiality 
agreements and competitive considerations are in 
place, more limited, generic, aggregated or 
percentage split information can be disclosed.  

Publication of allocation reports are 
required, confirming the allocation of net 
proceeds to nominated projects and assets. 
The format and frequency of the allocation 
reports depends on the specific 
circumstances of the issuer and the relevant 
bond, loan or other debt instrument, or 
programme. A suggested template is 
provided.  

Impact report  After full allocation of proceeds, an 
impact report (produced in line with a 
specific template) must be produced, 
at least once during the life of the 
bond. Impact reports should include 
measurable metrics.  

Publication of an impact report is recommended. 
Reports should include qualitative performance 
indicators and, where feasible, quantitative 
performance measures and disclosure of the key 
underlying methodology and assumptions used in the 
quantitative determination.  

Publication of impact reports are required, 
disclosing metrics or indicators which 
reflect the expected or actual impact of 
nominated projects and assets. The format 
and frequency of the impact reports 
depends on the specific circumstances of 
the issuer and the relevant bond, loan or 
other debt instrument, or programme. A 
suggested template is provided.  

Eligibility 
reports  

n.a. n.a. Eligibility reports are required, confirming, 
where required by relevant sector eligibility 
criteria, the characteristics or performance 
of nominated projects and assets required 
to conform to the relevant eligibility 
requirements. Timing and frequency of such 
reports, as above.  

Allocation 
period  

Proceeds should be allocated to 
green assets within a ‘reasonably 
short time after issuance’ and in full 
by bond maturity. A period of five 
years from issuance is considered 
reasonable.  

n.a. Proceeds should be allocated within 24 
months from bond issuance.  

Transparency  The bond’s green bond factsheet, pre-
issuance external review, annual 
allocation reports, post-issuance 
allocations external review and the 
impact report must be published on 
the issuer’s website for the duration 
of the life of the green bonds. A 
dedicated ‘EU Green Bonds’ website 
section must be established.  

Disclosure recommendations are similar to those for 
EUGBS.  

Disclosure similar to ICMA guidelines.  
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Key Comparative Information across EUGBS, ICMA Principles and CBI Standards (Cont.) 

  EUGBS (Proposed) ICMA Green Bond Principles CBI Standard  

Sanctions/fines  Failure to comply with any reporting 
requirements will lead to a maximum 
fine for the issuer equivalent to 200% 
of the net profits earned from/net 
losses avoided as a result of the 
infringement. If a company is 
responsible for the infringement, the 
maximum penalty will be 
EUR500,000; for an individual, the 
maximum penalty is EUR50,000. 
Compliance fines can also be applied 
to external report providers.  

n.a. No, but continued certification by CBI 
requires ongoing compliance with 
standards.  

Source:  Fitch Ratings, Proposal for a Regulation of 
the European Parliament and the Council 
on European Green Bonds (6 July 2021), 
ICMA Voluntary Process Guidelines for 
Issuing Green Bonds (June 2021)  

Fitch Ratings, ICMA Fitch Ratings, CBI  
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Annex 2 

Financing the Sustainable Investment Gap  

The EU’s Sustainable Europe Investment Plan, the investment pillar 
of the European Green Deal, aims to mobilise at least EUR1 trillion 
in sustainable investments over the next decade. Investment will be 
required across all economic sectors to achieve the EU’s net-zero 
targets, but addressing the investment needs of the energy sector 
which, accounts for about a quarter of global GHG emissions in the 
EU, is a priority (see chart below). 

   

The EC estimates that EUR336 billion (2.3% of EU GDP) of 
investments are required annually over 2021-2030 to meet the 
EU’s target to reduce GHG emissions in the energy sector by 55% 
by 2030 from 1990 levels. The EU’s Platform on Sustainable 
Finance says a further EUR100 million-EUR150 billion a year is 
required to meet the EU’s other broader environmental goals.  

Much of this investment is expected to be provided by the private-
sector capital markets, with green bond issuance set to play an 
important role in directing financial flows into economic activities 
which support sustainable goals. This suggests a shift in the mix of 
originators, away from the public sector which currently dominates 
issuance in the EU. Public-sector issuers, including government-
backed entities, sovereign, sub-sovereign, local authority and 
development banks, accounted for 70% of total EU green bond 
issuance of EUR129 billion in 2020 (see chart below).   

 

Although green bond issuance, both globally and in the EU, is 
growing rapidly, the size of the green bond markets is still small and 
annual global is still a fraction of overall bond issuance, reaching 
USD297 billion in 2020, equivalent to 0.4% of global bond issuance 
that year.  

Growth trends in 2021 appear strong (see chart below), with 
USD255 billion issued globally over January-July 2021, but in any 
event, green bond issuance volumes will need to be stepped up very 
considerably if this source of finance is to meet a material share of 
the investment gaps identified by the EC. Failing this, other sources 
of finance will have to be identified.  

 

Outside green bonds, there has been rapid adoption of 
sustainability-linked bonds and loans that allow the issuer or 
borrower to pay a reduced financing cost on achieving targets. 
Many high-profile sustainability-linked bonds have targets focused 
solely on emissions reduction, such as those issued by utility Enel 
S.p.A. (A-/Stable) and cement manufacturer LafargeHolcim Ltd 
(BBB/Stable), and we expect issuance of these instruments to 
continue to grow.  

Public-sector green bond issuance commitments in the EU, while 
substantial, fall well short of the amounts required to fund the 
region’s net zero strategy, underlining the extent of private-sector 
support expected to finance sustainability investments.  

Of the EUR750 billion allocated for the NextGenerationEU (NGEU) 
recovery plan, 30% (EUR225 billion) will be raised by the EC 
through issuance of NGEU green bonds, which we understand will 
take place over 2021-2024.  

The European Investment Bank (EIB), acting as the EU’s ‘climate 
bank’, is also taking steps to support the transition. The EIB says it 
provided USD100 billion of ‘climate action’ finance in 2020, but 
public details of its planned green bond (referred to as ‘climate 
action bonds’ by the EIB) issuance are not available. Nevertheless, 
we expect the bank will play a significant role in funding EU climate 
change adaptation and mitigation projects in support of EU net-
zero targets.  
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