Appendix C – Empirical support for preliminary propositions
Preliminary propositions with level of empirical support and quotations (Source: Authors’ own work). The numbers (1-18) represent the specific interview. Information on the interviews in Appendix C, Interview supplements.
	Proposition
	Level of empirical support
	Quotations

	P1: Banks assess environmental credentials (mostly EPCs) in all property lending situations, impacting the availability of funding and the borrower’s negotiation position.
	Strong support: 1, 2, 3, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18
Moderate support: - 
No support: -
Couldn’t say: 4
	“Following our bank’s principles, we always aim for some sort of green or sustainable funding. Those conversations [with customers] are always held.”  (1)

“As a starting point, we always look at how the property is because we want to know what we include on our balance sheet as that affects what our calculated Scope 3 emissions for the buildings sector are. I would say that if the property belongs to the weakest part of the national stock, we are not very eager to take it as collateral. --- And we always check: where is it located? Who owns it? What is its energy performance?” (2)

“If [the assets] are not green, you cannot get funding from us. --- It’s in that sense an on-off situation.” (3)

“It is maybe more that binarity [of eligible for funding or not] that can be seen from the market’s perspective when talking about green loans.” (5)

“For those who own green or otherwise sustainable assets, or assets they want to develop to be sustainable, there is more money available or more competition among financiers which can enable better financial terms than for assets that are not [green or sustainable].” (6)

“Speaking to the banks, I see that they will start moving away from [green vs non-green]. This will become a standard. This will become: ‘Listen if you don't have this minimum, then there will be no funds available’. -- And now the bank says, [referring to] EU Taxonomy alignment, ‘We prefer an EPC that is higher. The BREEAM certification doesn't matter so much to us’.” (7)

“We have, nowadays, for every regular finance [product], underwriting criteria -- and we have a pathway created. -- If you would like to do business with [us], we say ‘hey, these asset types require at least an EPC score of [X].’ “ (9)

“I think one thing that [the asset] needs to have [is a] valid EPC that we can actually work on, that we can have in our portfolios. -- I would say that EPCs are the most common [requirement].” (10)

“These financiers that I have worked with, they have a clear ESG credit team, clear ESG rating system, for all loans.” (11)

“Now the focus is very heavily on energy ratings. That’s what’s relevant.” (12)

“For example, Nordic banks have set certain targets for themselves - a certain proportion of the loans should be so called green - and that of course steers the lending a bit. But it also leads to a situation where --- the [lending] process kind of starts as usual but then, during the process, [the bank] realises that ‘ok, maybe we could make this a green loan’. In which case --- the main angle for the [loan] is not that it is green but, rather, to fulfil the targets. [Banks] invent some angle to make it green.” (12)

“In order for an asset to be considered as a good asset for financing, it needs to fulfil certain criteria in any case, like the energy rating. It just makes it more attractive and is of course also more liquid in the transaction markets.” (12)

“When we look at the [asset] in the context of financing decision, I would claim that we won’t make a decision unless we know the energy performance.” (14) 

	P2: Vulnerability to transition and physical climate risks significantly decreases banks’ lending willingness and affects lending terms.
	Strong support: 1, 2
Moderate support: 3, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18
No support: -
Couldn’t say: -

	“We do nowadays look at [the climate risks] quite closely also from the insurance side, even if the loans would not be green. Especially our credit committees check the energy ratings and if there are a lot of bad ones, we need to ask the customer what they will do with them and will they improve them. -- We are most worried about E, F and G classes. -- And [the risks] may affect [the loan conditions] so that… so you have to have a good conversation with the customer and then [the loan maturity] might have a certain extension right, but the financier will always have the option to say ‘no, we will not give you the permission [to extend]’.”  (1)

“Every underwriting process has an in-built ESG risk [assessment]. -- If the property belongs to the weakest part of the national stock, we are not very eager to take it as a collateral.” (2)

“In Finland, such an example is hard to find as we do not have particularly vulnerable flood areas or others. But what I’ve heard, in countries like Denmark collateral value may have dropped to zero because they have not been able to protect adequately against sea level rise. So, it’s an example of binary [treatment].” (5) 

“The push from the European Bank [is] now -- coming heavily on adoption costs. Climate risk assessments, this is what we do a lot to see the risks of climate change. -- This is obviously for banks a concern when you have your properties either in Turkey or in Spain, Portugal where it's very warm at the moment. Forest fires are considered really a danger. Obviously we also know that your cooling costs go up quite a bit if you keep continuing in these heat waves, and on the other side, in Central Eastern Europe, we're dealing with flooding, not so much with heat, but certainly with flooding. Last year we had Poland, we had Slovakia, we had Czech Republic which were hit. So, banks want to know if the assets they are financing are in a certain kind of danger. -- Then from that climate risk assessment, they see what precautions need to be taken if something happens and what the adoption costs will be for that. -- And they put that as a note in the financing contracts as well, like OK we took note that some things are just not doable from an economical point of view.” (7)

“We always make a standalone risk classification for the counterparty and their buildings. And what we consider is environmental risks as well, which can affect the pricing. If there is a greater risk, that can impact the pricing.” (8)

“We need to incorporate risks. If we would finance a building which has a high risk, perhaps there will be a higher interest rate.” (9)

“I would say the lending practices, when it comes to the private side, haven't changed that much and that is due to the lack of data. We don't have proper data so we can't assess the risks when it comes to our lending book. But we are in the process of -- looking on new data sets. We have purchased new data sets. I would say this will come into account probably next year or something.” (10)

“[Bigger companies] have properties all over Sweden. So even if -- one of the buildings is affected by a flooding, or something like that, the credit risk of the company will not be affected so much. But if you go to a smaller, more regional real estate company, they can be more affected because they are much more -- concentrated. I think the smaller you get the higher risk you get from a credit perspective in that sense.” (10)

“Climate and sustainability are important because they affect the insurability so much.” (11)

“Many international financiers -- approach [ESG topics] from a credit risks angle. So, they only see that if the energy ratings are bad, there is a higher credit risk, so it’s like a purely commercial take on the conversation.” (12)

“It’s quite good [for investors] to bring up to financiers if [the outlook on long-term risks] looks good. But for financiers who do a lot of financing in volumes, analysing climate risks for every single asset may not serve the purpose. They try to simplify and standardise these things, and, so, energy classes are quite a simple tool for that.” (12)

“There is also a huge push to not having the worst ones -- on our balance sheets. Of course, we will not kick anyone out because of it, but we might require some extra efforts from the ones that are worse. Because -- it's all about, you know, measuring risks. So, the good ones might -- have a better rate. And the worst ones will have a worse rate.” (13)

“[Climate risks] are quite separate, I would say. So, the transition risk is more of what we'll look into on the credit side and the business decisions. Should we take this customer or not, what should they fulfil etc. The physical risk is measured from a portfolio risk analysis and that is done by our risk department, but we also have these EBA guidelines which are more focused on risks. So, we are enhancing the risk perspective and picking in physical risks into the big scope. But on the credit side --- we at [Bank] have a real estate and construction policy and there we mandate our companies to actually do a physical risk analysis on their properties. So, there are requirements that we do have and of course the larger the company, the more requirements there are. But we don't measure, we don't take that into account if it's not acute -- that we see OK, this this building lies in an area that will have problems with flooding, for example. Then we look into it and say, OK, should we take this on or not? But we don't price it in if it's not in the risk zone right now. It's only if it's in the risk zone that we look at it from a different perspective: is it insurable etc.” (13)

“I would say that, for the entire [banking sector], focus is placed primarily on energy performance and transition risks, and physical risks are still coming. Of course, the focus is increasing, from the ECB’s direction and towards them. We are actively discussing even related to insurance coverage, but the problem is that, if energy performance and transition risks have their data challenges, with physical risks these data risks are even greater. We have solved this issue now by purchasing [data] from an external partner. -- But then we also are thinking about ways to connect it to loan underwriting. -- And it is not straightforward at all. Firstly, the physical risks are very complex: How do we quantify them? -- How does [the data] transform into a lending decision, so is it in the pricing, or in which part of the credit underwriting process does it affect? We are not done, neither with the plans nor the implementation, but it’s coming.” (14)

“So, in practice, we do client selection through these values. -- There are categorical bans on certain elements, for example, related to energy performance.” (14)

“So, we do this [climate risk] assessment for all loans and it’s practically one part of credit eligibility assessment.” (15)

“From the risk management perspective, it’s the lower end of the spectrum that interests us. -- If it’s F [energy class] or similar. -- In the risk assessments we look at the energy performance -- But [on the retail side] a low EPC doesn’t necessarily mean the collateral value is low.” (16)
“I would say, compared to other geographical parts, I think Nordics are not that affected. If we take this report and you can get the red, green, yellow flag, you very seldomly see red flags. But if you go to Netherlands or to the south of France or Spain, of course, then you have a lot of red flags that you need to cater for.” (18)

	P3: Banks require EPC A or B (top 15% nationally) or equivalent for granting a loan for a new-build residential asset.
	Strong support: 2, 3, 5, 12, 13, 14, 15, 16
Moderate support: 1, 6, 8, 9, 10, 11, 18
No support: -
Couldn’t say: 17
	“The criteria that we apply are largely based on the EU Taxonomy.” (2)

“In the EU countries the starting point is that of course our borrowers follow the national regulation, which is aligned with the EU regulation.” (3)

“Requirements do not just come from banks -- but there is regulation from all directions, so the bank’s role is probably quite small in the end in guiding construction.” (5)

“Our building code has been quite strict for a long time, -- You already get quite far by following the norms.” (5) 

“The building permit requirements for residential developments, they're quite strict. So no matter what country you are in Europe, you're fine, -- the quality is fine.” (7)

“We can just say: listen, we don't have to ask you. You already have to do that based on the municipality rules.” (9)

“I doubt that we construct any buildings that have low [energy performance] so they are in most cases higher.” (10)

“It doesn’t make sense to build anything that doesn’t fulfil the [high energy performance] criteria. It sounds weird to me that one would build something that is not top [performing] because [the regulations] will only get stricter.” (11)

“I would say that if it’s below B it will raise a lot of questions. I’d rather say, A [energy class]. It raises the question why… Like, what were the decisions made here?” (12)

“We only focus on Taxonomy alignment, that is in our green bond framework.” (13)

“It has to be A or B. And, if we are considering to grant a loan and proceed to taking a decision, building permit is one of the elements we look at, and it shows [the energy performance rating].” (14)

“Those new buildings are kind of easy to assess, like, do they fulfil the Taxonomy criteria? Yes – No.” (15)

	P4: All banks require EPC A or B (top 15% nationally) or equivalent for granting a green loan.
	Strong support: 3, 8, 14, 15
Moderate support: 1, 2, 5, 6, 7, 9, 10, 12, 13, 16, 18
No support: 17
Couldn’t say: 11
	“With us it’s made quite simple, it revolves around the EPC rating. And if you have certifications there are certain levels for those, but it’s not a requirement. -- It’s always good to have A or B [energy class], but even C is ok for us.” (1)

“The criteria that we apply are largely based on the EU Taxonomy.” (2)

"[When] we look at the EPC, we differentiate between old and new buildings. -- For an existing building it is not valuable in itself to strive for an A or B rating. It is too far. -- Rather so that when we are doing a retrofit that is needed, then we assess if it’s smart to make it so extensive that it fulfils the [Taxonomy’s] major renovation criteria in which case we can finance it with a green loan.” (2) 

“As a bank, we -- aim to recognise [assets] that are green according to the Taxonomy, but that we also can support those customers who cannot or for whom we do not have data for to ensure [the asset] is 100% Taxonomy-aligned, and in those cases we recognise these [green building] certificates. -- If it is possible to convert [the loan] green, we of course always, even if the customer has not realised it, suggest it.” (2) 

“We principally do not require anything extra in addition to what the developer anyway needs to do. And then we want calculations proving that the project fulfils the -10% energy performance requirement.” (3)

“It has to be an A-class building when you start applying for green funding.” (5)

“We have a very Taxonomy-aligned way of thinking about greenness and sustainability. [We have] the same targets and definitions. -- And in the Taxonomy, it is the energy performance which is most important to us.” (6)

“Oftentimes it may happen that there is one asset that, for some reason, isn’t energy class A or something. I’d say there is no absolute [rule] for not taking more of [some] asset type. It is more about looking at the big picture.” (6)

“I suspect, at commercial banks, a customer may get a loan just by having a high energy rating even if not Taxonomy-aligned. With us, it can be very difficult.” (8)

“Let’s say, roughly, if it is below [EPC] C, it gets challenging, or you at least need to have a story about how to raise the energy class.” (12)

“[In our green funding framework], there are different categories listed, and if those are met, the loan can be converted green. Related to buildings, there is specifically energy class A or then different [commercial] certificates. -- These loans can be categorised as green.” (14)

“Mainly [it] is the energy consumption itself. We have our own grading system for different assets -- it's more or less the same all over Europe. -- In different countries, [the EPC rating] could be different. So, we are having one [energy consumption] level for all countries.” (18)

	P5: There is no significant and standardised green discount for green property loans prevalent across markets. Instead, the potential green discount varies case by case. Another benefit may be a higher LTV.
	Strong support: 1, 2, 3, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18
Moderate support: -
No support: -
Couldn’t say: -
	“Maybe the access to funding, in general, is also important. The discount of a few bps won’t really change the story.” (1)

“If a private customer makes a small change in their home or summer cabin which improves the energy efficiency, they get a small benefit for the loan. It can be a discount on a service fee. -- It’s like a recognition on taking action. But when it comes to the corporate side, each project for the customer is unique and dependent on the whole. So, there is no rule according to which [the discount] is always x.” (2) 

“We come to the eternal question of, should banks give discounts – on doing the right things? Or, is it the other way round, where, by doing the right things, you get funding?” (2)

“It depends, how we can offer this kind of a financial benefit. It depends on the market and on the borrower.” (3)

“We can offer, for example, long-term fixed interest rates -- for the entire maturity.” (3)

“Sometimes we talk about a small leverage, or, by fulfilling certain KPIs -- you can get slightly better loan terms. -- I think discount on interest margins is more common [than other benefits].” (5)

“LTV lives a life of its own, it’s more dependent on [the bank’s] risk appetite, whereas in margins depend on other economic factors as well.” (5) 

“No, there is no price list separately, for [a discount] or the loan size, but I’d say that the terms are more preferential for these kinds of [green] portfolios.” (6)

“Let's say, the discounts are there. A better financing rate is still available. --- However, speaking to the banks, I see that they will start moving away from that. This will become a standard. This will become: “listen if you don't have this minimum, then there will be no funds available”. (7)

“We take most of our own funding in green bonds, and if [the asset] has the best LEED or BREEAM rating and is Taxonomy-aligned, it might get a so-called green bond discount, so in our internal pricing -- it might be slightly cheaper. Just like with green bonds, a few basis points cheaper.” (8)

“We also have green deals [where] we give -- lower interest rates for extra green buildings.” (9)

“Yes, we are doing that. We give some sort of discount on the margins on the green loans and sustainability-linked loans. -- There are certain terms and conditions that the clients need to accept and work [on], and when we actually validate that and make sure that they are following these terms and conditions. Then they get a smaller discount.” (10)

“Both [green discount and higher LTV], absolutely [exist]. Of course the bank and the relationship have an effect. If you are a very big customer and [the bank] wants to retain the account, if the customer asks for a green loan, [the bank] is ready to give [favourable] terms. It’s case by case, and a bit difficult to say what exactly.” (11)  

“Let’s say, partly [the discount] is a bit ostensible. -- The starting point is, whether funding is available and how big is the competition for that funding. And, of course, if the competition is hard, it makes it possible to push down the price. -- But then, for green loans, a bank might offer a 2.5 bps lower [margin], but it is quite ostensible. -- But if the competition is hard, the [margins] can be pushed down by tens of bps, and then the bank says they offer [a loan] for 180 [bps] but if we can make it green, it’s 177.5 [bps]. So it’s not a determining factor. But you can say, around 5 bps of the margin can be tied to meeting some goals.” (12) 

“[The discount], it's from case to case.” (13)

“Any kind of a price aspect has not been included in [green commercial loans] because on the other hand, all the green funding we grant is also taken in as green. So, investors know that their money is put into green loans and investors are not yet very willing to let go of their profit, in which case we cannot transfer it to our pricing. -- In the longer term we might be able to do that.” (14)

“We don’t have a discount on the [retail mortgage] prices except for the new [green] product where the customer kind of gets the arrangement fee for free, and the bank invests it in the fund savings account. So that’s how we get a benefit for the customer. -- It’s been a well-liked product, and clearly a good way compared to giving a discount on the margin which is actually applied in other markets. And that is, from the bank’s viewpoint, unprofitable, giving a discount on green [loans].” (14) 

“No, there are no factors influencing the interest rate. -- If we can classify [the loan] as 100% [green], -- in that case we can give a benefit of financing 75% instead of 50% [of the loan].” (15)

“If the asset is Taxonomy-aligned, in practice it doesn’t provide us much benefit. The bank is kind of the intermediary in financing, and we don’t actually get external money for geen assets any cheaper which we could pass on to the consumer. Unless we bargain on our own margins, which may sometimes happen. --  Our marketing department is maybe happy. – The price difference [between green and non-green bonds] basically goes into the fees of issuing green bonds. -- Investors are not ready to pay for, or give money, at a cheaper price. On the corporate side, where the risk class and the spread on top of Euribor is higher -- there might be more from which to give the greenium. – But on the retail side, -- it is like 1 bps.” (16)

“Typically, we have a margin step down as an incentive. I would say [it’s] a bit case by case. -- Sometimes there's nothing really in terms of the conditions that would change. It's more like, we have a client who really needs, or they have an internal requirement in their fund, that they need certain criteria. So, they need green loans. For us, it's more of a tool to use, depending on competition a little bit.” (18)

	P6: The GAR evolves to cover all six EU Taxonomy environmental objectives (vs current CCM and CCA only). The usability of the additional environmental criteria (incl. CE, WTR, POL and BIO) in green financing is, however, limited until clearly defined and comparable benchmarks are available.
	Strong support: 5, 11, 12
Moderate support: 1, 2, 3, 7, 9, 10, 13, 14, 15, 16, 18
No support: 6, 8
Couldn’t say: 17
	“Currently, [our processes] are too stiff [to convert normal loans to green loans].” (1)

“Our leading thought is that we support our customers in this green transition. This means, we need to understand our customers, their projects, better, in order to finance something that is not yet aligned with the green financing criteria but which helps the company improve their operations from a climate perspective. -- According to our goals, by 2030 we want to reduce emissions in the entire real estate loan portfolio by 55%, which happens through our customers progressing on their emission reduction paths.” (2)

“If [the asset] is not among the weakest, of course we finance them as well. -- And when we know the starting point and what can be reached with these actions, then it is the bank’s role to step in and check if we can finance the implementation. -- This is the interesting question, that of course we want to finance the green ones. But is it our role also to finance those who cannot be financed “green”, but who do the right things to improve their energy performance?” (2)

“Of course we want to finance the healthy ones. So, for example, a housing company who takes care of the renovations and maintenance, -- they have the options to finance their major renovations as green, where the energy performance improves significantly. But then properties that have become bad, where they have neglected the maintenance, there the question is, who is the benefactor who rescues them, and how. Are banks as the financier obliged to help them? Then we take a big risk. Or should it be subsidised by the government? But otherwise, if the [asset] has a good economic foundation but may no have top energy performance and want to renovate, we as a financier have an incentive to do that on a long term. -- And it should not be the goal in itself [to be Taxonomy-aligned]. But, rather, when we do a major renovation which is needed, then we think, if it makes sense to make it so large that it fulfils the major renovation criteria and can be financed green.-- Or then we just do a significant upgrade and benefit from the property’s improved energy performance where it also maintains its value.-- But it is not the goal itself to reach a certain EPC rating.” (2)

“I think there are good examples [of this] in the media. The enthusiasm to build new is much bigger compared to renovating the old and obsolete, because often [renovating] is at least as expensive and the result is still less energy efficient. And if the banks do not have incentives, or negative incentives, to finance these activities, then it won’t happen. – It is much easier to give money to something that is guaranteed A class and new, regardless of how “green” the procedure is.” (5)  

“Without blaming anyone, banks are quite lazy. They follow where they can get their own books in the best shape. -- If they can sell the loan at a good price, then it’s interesting for them.” (5)

“In our world[view], a portfolio can be very poorly performing in terms of energy efficiency, but if the owner is committed to develop it and invest in it so that it improves, then it is from our viewpoint the kind of transition we want to finance. -- If they are -- improving [the assets], then they are as lucrative [as new buildings]. -- But there are many opinions on this subject, what banks should and should not finance. If I think about it, and we have a completed, A energy class asset, then green finance does not really reduce any emissions.-- The real emission reductions come from where the poor-performing assets are improved. And in my opinion, financing those assets is important for making an impact, but it means that, as the starting point, we can finance assets that look very bad.” (6)

“It depends on who you talk to, right? So, the banks claim that they are certainly interested in that. -- I think most of the bankers, if you look them in the eye when they answer yes, they will go for the safe bets, they will. They're banks, right. Risk taking is not in their genes.” (7)

“If the entire housing company is renovated and the energy performance improves significantly, it gets our so-called mandate, so then it can be regarded as an environmental or green loan. -- In principle, major renovations are prioritised at the moment. So, we have a lot of building stock that is in very poor shape and not energy efficient. We prioritise these projects -- but [the energy class] needs to improve by several notches.” (8)

“We also try to improve and do not walk away from these brown assets.” (9)

“[We] encourage them [financially] to not only do the improvements [but] also apply for a new EPC, because that's the formula for us to actually measure the decarbonisation in our portfolio. -- We don't look too much into what is Taxonomy-aligned or not. -- That's not driving us. I think it's more the -- emissions target to actually drive us in the right direction here. --  The Taxonomy is more like an effect of what's happening when our customers are improving their EPCs. So if the EPC turns to A or B, of course that is good news because we can report more Taxonomy-aligned lending, but it's not a goal itself.” (10)

“[Financing major renovations] is not easy, and banks’ reporting requirements are shocking. They just keep on increasing, so just from the resource point-of-view it is not worthwhile to have these sorts of very complicated cases. [Banks] like easier, easily understandable and reportable [cases] because financing them is cheap. Those margins are not so high – to make the business profitable for banks. So it’s quite understandable they do this [the easy way].” (11)

“It is in some way less burdensome and operationally much easier [to finance top-performing assets]. -- Lower energy class assets can get funding but there needs to be a plan at least, a possibility to make it better. But, indeed, it is easier for banks if the energy class is high enough. Then they don’t need to think about it so much.” (12)   

“All the banks are chasing the good ones. Of course we want them on our balance sheet. – [But] I wouldn't say that we from a bank say that this is a huge discrepancy, between the Taxonomy and EPBD. I would say it goes sort of hand in hand.” (13)

“This is categorised in a fairly challenging way, at the moment, when we talk about certain thresholds that are fixed. We don’t always understand that there are also those actions to improve [assets]. -- And this is not always considered in these regulations and guidelines to us.” (14)

“We strive to finance all kinds of properties. -- [But] we consider [the viability] together with the customer, so we don’t just automatically finance everything.” (14)

“I would guess [we finance] principally new [buildings] simply because there are more of them and because it gets more difficult with the technical reporting on the old [buildings] side. I think also that customers are more interested in – it’s simpler to get – [green] financing for new buildings, and then to apply for a regular bank loan for the older ones. That’s my feeling.” (15)

“The EPBD can cause – if not mandatory – but at least pressure on renovating the poorest [share of the building stock].” (16) 

	P7: The GAR evolves to cover all six EU Taxonomy environmental objectives (vs current CCM and CCA only). The usability of the additional environmental criteria (incl. CE, WTR, POL and BIO) in green financing is, however, limited until clearly defined and comparable benchmarks are available.  
	Strong support: 2, 5, 6, 9, 10, 11, 13, 14, 16, 17, 18
Moderate support: 1, 7, 8, 15
No support: 
Couldn’t say: 3, 4, 12

	“Now there’s been some backwards movement. -- There’s maybe a need to reconsider how these issues [are tackled]. There are some bigger, well, maybe not bigger, but challenges in the world at the moment, in Europe as well – and Europe has until now been a global frontrunner with these demands.” (1)

“Nature risks we can’t integrate yet because they don’t have a calculation methodology, but as a bank we are researching those methodologies and where are we at, so we can get a grasp. -- And the CSRD was an attempt in that direction so, over time, we could have built this datapoint repository, this ESAP. But now that it really looks like the number of officially reporting companies will get a lot smaller, it means of course that there will be much less data available. -- Climate is the area where it’s easiest to get the data. Methodologies exist. We have the GHG protocol, there are variations even there in how the emission equivalent is calculated, but, still, as I’ve understood, for biodiversity, the methodology is only being searched for. It will surely come, but I wonder how far [into the future] it will be until we get it.” (2)

“Will [the regulations] get stricter or not? Hard to say. It’s a political question. – There have been mixed messages from the [European] Commission. On one hand, they want reporting requirements [but] they want to simplify.” (3) 

“We want that each project is aligned with all these topics. – It doesn’t directly relate to the financing eligibility though.” (3)

“Now we have, in Europe and globally, big challenges.” (4)

“The most obvious gap is the lack of KPIs. – How do you measure that you have sufficient biodiversity? And as long as requirements are relative and ambiguous [it’s] quite challenging. -- Measuring should be much more concrete and robust to be trustworthy.” (5)

“But when we go to these other issues, then, for some, information is available, in others the work is still in progress. And there, trusting the data and its quality, when starting to work with [a new topic], can be challenging. – We have actively thought and developed these things with our customers, like, what other metrics there could be. Biodiversity is very interesting and something we would like to take on, but there are no metrics available on hw to assess and set targets. The measurability needs to be there. – I believe [the regulations] will get stricter and maybe there will be more quantifiable issues than energy performance. Maybe we will be able to measure biodiversity somehow. It will be more versatile.” (6)

“I think from a from a bank's perspective, unfortunately here the lack of knowledge… If you talk about energy efficiency, EPC, they all understand. A climate risk assessment - we can read that, but you know biodiversity…--  So I think here as well it's Europe's role to make sure that this still is part of that and they know that the assets are financial instruments and the only way to push that further is through the banks and the European banks.” (7)

“There is a lot of work being done on this. Biodiversity and others are being internally researched here, and we’re setting environmental targets for every sector and our portfolios. -- But all of it doesn’t show in the reporting yet, but these parameters are being added every year. Our [annual] report is surely 10 pages and thicker if you compare it to a few years back.” (8)

“They're really relevant. -- I think this is getting momentum. -- More people are interested to see how banks can improve their efforts to -- improve the use of bio-based materials and secondary materials.” (9)

“Biodiversity and stuff like that, of course [we] and many other banks are looking into that, but I think for the moment it's very hard to say how that will affect the value of the property as such. And I think, still, we [have] a lack of data here to actually take that in into our risk models, and I think that needs to be done in order for us to actually use that for the capital adequacy reporting, how it will affect the pricing models. -- [Those are] the next steps. But at least, if we start to discuss it, -- at least from a theoretical point of view [we can] have it in mind when we set the prices to our client. -- But we cannot take that component out of the price model. -- And I think also we need some kind of unified politicians in those questions and for the time being, I think most politicians are occupied by other things like the geopolitical situation. -- At the moment there isn't that momentum when it comes to these questions, I would say.” (10)

“Maybe [banks] are more reactive in this, and all additional requirements [will be addressed] when they come from the investors and when investors do the reporting themselves. -- It’s difficult to demand something from banks that doesn’t exist. -- But then also this European regulation is -- quite unclear, like, when do you start acting or do you take the risk that they change the reporting requirements significantly and then you’ve done unnecessary work.” (11)

“Banks have hired a lot of sustainable finance people who mostly focus on assessing the current loan base and its climate risks. I know that banks have to use consultants a lot. – But then, -- you can demand a certain level of reporting from your customers but there is a limit to what can actually be done and pushed forward to the customers. And if you do lending at a constant speed, it sounds quite heavy if you need to, every time, make such an assessment for each loan. --  So maybe we are now going into another direction. – I think the next step is to rather loosen [the requirements] than tighten them. But I don’t see it as a big problem because the market clearly considers green aspects in a commercial sense.” (12) 

“I would say it is coming. I think that we've been focusing a lot on CO2 and that is what's been happening the latest, I would say five years. And now, of course, circularity is a part of CO2 as well. I would say, you just do it in a smarter way to make it more sophisticated. Biodiversity is, of course, coming. -- And from the bank's perspective, we have shareholders that still of course understand that this is a gamechanger and they want -- to know the constituents of our portfolio, even though -- they are more interested in that on a deeper level than we need to report.” (13)

“The EU doesn’t have [all] the delegates acts yet, so of course we can’t anticipate what those will be. We participate in different forums to track and comment on drafts, but before something comes from the EU, this is just future.” (14)

“We look at all the things regarding how they might affect the company’s ability to operate. – So we assess the risks, whether it’s biodiversity or emissions or human rights related. – Then we have public sector-specific guidelines. – There are two types: expectations and requirements, and then certain targets for each sector. – They will guide our decision-making more and more in the future.” (14)

“Won’t be easy [to extend reporting to other environmental topics]. Even just energy efficiency has been difficult. Physical risk is even more difficult. Circular economy… I don’t know. What kind of data could it even be? Pollution prevention will be quite challenging, and it surely won’t happen in a long time.” (14)  

“We [on the banking side] just have the normal financing conversations [with customers], so this is not so much present there. – There are some arguments there that should these kinds of assessments be included or not. And one argument is that they are always included because if the risk is big enough, of course it affects the credit risk too. So it should be accounted for even if there is no such formal [ESG] assessment.” (15)

[bookmark: _Hlk207802911]“First, we would need to have some data. So we can justify why something should be done. -- Regarding circular economy, we don’t really have any data of the assets we have lent to. -- Then we can start researching if we can use it, get some practical advantage out of it.” (16)



