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Green share (in %) Brown share (in %)

Type of instrument Total (in bilion €) Baseline Potential Baseline Potential Risk-Weight (in %)
Loans ﬁr_lancial 1,047 0 0 0 0 20
corporations
Loans non-
financial
corporations 2848 0 2 5 10 100
(large)
Loans non-
financial

. 1,500 0 0 0 0 100
corporations ’ 1 1
o 1. Combination of macro
Consumer credit 654 5 5 30 30 100 H H H

_ banking statistics &

'I;Sf‘c':;szc’use 4220 10 10 5 5 50
T Bk . . ) ) o bottom-up green / brown
household h t t
Loans government 1,016 0 0 0 0 100 share eslimales
Loans non-euro, gqq 0 0 0 0 100
area residents
Equity funds 1,532 0 2 7] 10 300
Government debit 4 55 0 0 0 0 20
securities
MF debl 970 0 0 0 0 20
securities
Debt securities -
non-euro area 2,151 0 2 5 10 100
residents

Total 21,064
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Figure 3. Impact of limited and extended SI capital adjustments on the capital of European banks (Source:
Authors, based on ECB, EBA, Thoma et al. 2018, and own calculations)
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Translated Impact of a 15-25% Reduction inthe RWA in Basis Points

Slovik, P. and Baker, M. and BCBS (2010) King, M.R. (2010) Kashyap, A. et al.
Coumnéde, B.(2011)  Wurgler, J. (2013) (2010)
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[ Est. Impact on the Cost of Capital for 'Green' Projects Measured in Basis Points Based on the Literature
Reviewed

=—Est. Green Bond Premium (Ehlers and Packer, 2017)
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Figure 2. Impact of a Sl capital adjustment on profitability at different interest rates, assuming a 25-basis point Sl
covenant (Source: Authors)
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* We know that backward-looking analysis of green / brown
differentials don’t make sense and risk being misleading.

* We know that forward-looking analysis of green / brown
analysis is technically possible, but politically difficult for
the ESAs to conduct, given the need to make assumptions
about future performance.

3 options:

1. Make a political decision.
Support management rather than environmental
perforamnce.

3. Focus on concentration risk.
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