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Sustainable Finance

L egal perspective

« Part of financial markets law; EU Taxonomy, SFDR
(Sustainable Finance Disclosure Regulation), and CSRD
(Corporate Sustainability Reporting Directive), etc.

« Legal obligations for asset managers, banks, and investors

Economic perspective

« Growth of sustainable finance: global ESG (Environmental, Social,
Governance) assets expected to reach $50 trillion by end of 2025

* The rise of green bonds and climate-aligned financial instruments
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1. ESG (Environmental, Social, Governance) Investing

2. Impact Investing — Focus on measurable positive outcomes

3. SRI (Socially Responsible Investing) — Ethical and moral screening
4. Green Bonds — Financing sustainable projects

5. Climate Finance — Investments to mitigate climate change

7. Responsible Lending — Ethical loan decision-making

8. SDG Investing — Aligning with UN Sustainable Development Goals




“For all the immediate challenges that we gather to address this week -

LUDWIG-

| MIU | |oversrrar terrorism, instability, inequality, disease - there’s one issue that will define

MUNCHEN

the contours of this century more dramatically than any other, and that is
the urgent and growing threat of a changing climate. [...] We are the first
generation to feel the impact of climate change and the last
generation that can do something about it. So today, I'm here
personally, as the leader of the world’s largest economy and its second

largest emitter, to say that we have begun to do something about it.”

~ CLIMATE

SUMMIT 2014

CATALYZING ACTION

¢ ) LIMATE2014

23.09.2014, Remarks at U.N. Climate Change Summit,
United Nations Headquarters, New York
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LMU woncten | The market value of sustainable funds recovered in 2023, reaching a
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PRI

UN Principles Responsible Investment mEE

« Launched by the United Nations (UN) in 2006
« Voluntary framework for institutional investors
« Objective: integration of ESG aspects into investment decisions

Six basic principles (“‘commitments”):

1) Consideration of ESG factors in investment decisions

2) Active shareholder role by utilizing shareholder rights

3) Promotion of ESG disclosure by investee companies

4) Promotion of PRI acceptance in the financial industry

5) Strengthening collaboration for effective application of the PRI
6) Accountability: reporting on progress and activities
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LMU Paris Agreement 2015

Goals:

Holding the increase in the global average temperature to well below 2°C above pre-
industrial levels and pursuing efforts to limit the temperature increase to 1.5°C above pre-
industrial levels, recognizing that this would significantly reduce the risks and impacts of
climate change

Making finance flows consistent with a pathway towards low
greenhouse gas emissions and climate-resilient development.

Developed country Parties should continue to take
the lead in mobilizing climate finance [...] through a variety of
actions [...]. Such mobilization of climate
finance should represent a progression beyond previous efforts.
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EU Action plan: financing sustainable growth (2018)
Three main goals:

v Redirecting capital flows to sustainable investments

Integration of sustainability risks in financial decisions

Promoting transparency and a long-term approach in financial
Y and economic activity

Communication from the Commission, Action Plan: Financing Sustainable Growth, Brussels, 8.3.2026.



#4 Investment advice
to integrate ESG

Investment
advisors

#7 Investors’ duty
to integrate ESG and
increased disclosure

v
Ol
l—"/,

#6 Credit ratings to _
integrate ESG

Rating agencies and
data providers

(o]0) (ir
000 e NT 1

(Gp

Households

Institutional investors
& Asset managers

#5 Developing
sustainability benchmarks

o

#2 Standards
and labels

-

L

g

#8 Incorporating
sustainability in
prudential requirements

=01 -
TIIE

Banks and
insurance

***** /‘>

P
* * <o
e $F
* K

#1 EU
sustainability Capital
taxanomy Markets

#3 Facilitating investment
in sustainable infrastructure projects

#9 Strengthening
corporate disclosure
on sustainability

#10 Fostering more
sustainable corporate
governance

OSOO

Companies and
sustainable
investment projects

)

(&)

Reorienting capital flows
towards sustainable
investments

_”Hnn_
LlLI"'LI

Mainstreaming
sustainability into
risk management

%4

Fostering
transparency
and long-termism




Mobilising research

_, \ (and fostering innovation
- Transforming the

»
Increasing the EU’s Climate = e_conomy fora A zero pollution ambition
ambition for 2030 and 2050 sustainable future for a toxic—free environment

V. \

Supplying clean, affordable Preserving and restoring
and secure energy The ecosystems and biodiversity

I European
Mobilising industry Green From ‘Farm to Fork’: a fair,
for a clean and circular economy Deal healthy and environmentally
friendly food system
\ /

Building and renovatingin an Accelerating the shift to
energy and resource efficient way sustainable and smart mobility

Leave no one behind
(Just Transition)

Financing the transition

The EU asa A European
global leader Climate Pact

Communication from the Commission — The European Green Deal, Brussels, 11.12.20109.
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Die Bundesregierung verfolgt das Ziel, Deutschland

‘ ‘ ‘ G e r m an St r at e g y 2 O 2 1 zu einem fiithrenden Sustainable Finance-Standort
|

O DwWIG auszubauen, und lisst sich mit der nationalen

MAXIIALIANS- Sustainable Finance-Strategie von folgenden
UNIVERSITAT

MUNCHEN Zielen leiten:

* Die
Bundesregierung

:,.-"/ - Ziel 1: Sustainable Finance weltweit
\) <"1 und europiisch voranbringen

Deutsche Sustainable Finance-Strategie

Ziel 2: Chancen ergreifen, Trans-
formation finanzieren,
Nachhaltigkeitswirkung verankern

O Ziel 3: Risikomanagement der
Finanzindustrie gezielt verbessern
o und Finanzmarktstabilitit
gewihrleisten

O Ziel 4: Finanzstandort Deutschland
=" starken und Expertise ausbauen

Ziel 5: Bund als Vorbild fiir
Sustainable Finance im Finanzsystem

etablieren
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BaFin Sustainable Finance Strategy 2023

« Management of ESG risks as
part of the regular supervision of
Sustainable financial sector

Finance

die Strategie der BaFin

* No specific environmental, social
or economic policy objectives or
channelling of financial flows
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Siiddeutsche Zeitung

s | Bundestagswahl USA Israel | Politik Wirtschaft Meinung Panorama Sport Miinchen
LUDWIG-

MAXIMILIANS-
UNIVERSITAT 1 > Politik Minchen > Manchen leiht sich 300 Millionen Euro fGr den Klimaschutz
MUNCHEN

Stadtische Finanzen

Miinchen leiht sich 300 Millionen
Euro fiir den Klimaschutz

18. September 2024, 16:59 Uhr Lesezeit: 2 Min.

Mit den Einnahmen aus dem Verkauf der Anleihe kann die Stadt den Ausbau des 6ffentlichen Nahverkehrs
finanzieren.

(Foto: Alessandra Schellnegger)

Als erste Kommune in Deutschland legt die Stadt einen ,,Green
Bond" auf, um trotz der Haushaltskrise in Umweltprojekte

investieren zu konnen. Das Interesse der Anleger ist grofier als
erwartet.
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Challenge 1:

How can the tension between sustainability and profitability be
resolved from a regulatory perspective?
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Challenge 2:

What influence does sustainable finance regulation have on
Europe as a financial market place?
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Figure 1.11: Number of ESG regulations per region
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Source: PRI (2022b), https://www.unpri.org/policy/regulation-database.
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Can sustainable
investing survive
Trump 2.0?

The political backlash against ESG has intensified — but
the sector is evolving
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FINANCIAL TIMES

i COMPANIES TECH MARKETS CLIMATE OPINION LEX WORK & CAREERS LIFE & ARTS HTSI

BlackRock Inc + Add to myFT

Tennessee drops BlackRock ESG
suit after asset manager agrees
concessions

State’s attorney-general had accused $11.6tn fund manager of
breaching consumer protection rules
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BlackRock promised to disclose the reasons for its votes on corporate proxies and avoid co-
ordinating those decisions with other investors © Bloomberg

Brooke Masters in New York JANUARY 17 2025 [ 18 =
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Exclusive: Investor climate group
suspends activities after BlackRock exit

By Simon Jessop and Ross Kerber -

Aa
January 14, 2025 12:13 AM GMT+1 - Updated 9 days ago D <

: .__;:' Reuters World v Business™ Markets v  Sustainability v More v

BlackRock quits climate group as Wall
Street lowers environmental profile

By Ross Kerber

Aa
January 10, 2025 12:29 AM GMT+1 - Updated 13 days ago D ‘<:

A specialist trader works at the post where BlackRock is traded on the floor of the New York Stock Exchange (NYSE) in New York City, U.S., July
21, 2022. REUTERS/Brendan McDermid/File Photo Purchase Licensing Rights (%

Summary Companies

o Net-Zero Asset Managers initiative writes to members
o Follows exit of BlackRock amid U.S. political backlash

o Network partners say have launched review of structure

LONDON/BOSTON, Jan 13 (Reuters) - A flagship coalition aimed at aligning the asset management
industry with global climate goals said it was suspending its activities on Monday, days after BlackRock
(BLK.N) (%, the world's biggest investor, left amid a political backlash in the United States.
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Net flows to sustainable funds continued their slide in 2023

(Billions of dollars)

2014 2015 2016 2017 2018 2019 2020 2021 2022¢ 2023

Source: UNCTAD, based on Morningstar data.
® The figure for 2022 has been updated since its publication in WIR 2023,
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Methods

Standardization

((((

‘(@) Disclosure

A

.
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Greenwashing
Tactics:
*Dishonesty

Lack of clarity

eLabels

*[rrelevance

*NoO evidence
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l—Mu MONCHEN § Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June

2020 on the establishment of a framework to facilitate sustainable investment, and
amending Regulation (EU) 2019/2088 [Taxonomy]

Standardized criteria enable the determination of whether an economic activity is
environmentally sustainable:

1) significant contribution to the achievement of one or more specified environmental
objectives

2) no significant harm to one or more other environmental objectives
3) compliance with the minimum safeguards set out in the Taxonomy Regulation

4) fulfillment of technical assessment criteria (Delegated Regulation 2021/2139)
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LMU MOUNCH Directive (EU) 2022/2464 of the European Parliament and of the Council of
December 14, 2022, amending Regulation (EU) No 537/2014 and Directives
2004/109/EC, 2006/43/EC and 2013/34/EU as regards sustainability reporting by
companies. [Corporate Sustainability Disclosure Directive]

Addressees:

slarge companies (at least 250 employees, €50 million turnover, €25
million balance sheet total)

ecapital market-oriented companies

*non-EU companies with significant business activities in the EU (€150
million turnover)

Obligations:
Disclosure of goals of the company re. climate neutrality

Disclosure of transformation plan
*Consideration of double materiality (outside-in + inside-out)
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LMU MUNCH Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27
November 2019 on sustainability-related disclosures in the financial services sector

[Sustainability-related Disclosures in the Financial Services Sector Regulation -
SFDR]

Addressees: financial market participants and financial advisors

— Two-fold disclosure obligations: distinction between sustainability risks and
adverse impacts on sustainability factors

— Requirements:
1) Activity-related disclosure requirements (websites)

2)Product-related disclosure requirements (pre-contractual documents)
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- Sustainable finance describes a new investment strategy and has become a separate sub-
discipline of financial markets law.

- The regulatory measures aim to ensure that money is made available by investors for ecological
economic activities.

- Sustainable finance is characterized by a potential tension between sustainability and profitability.
- The EU regulatory framework is intended to contribute to the transformation of the economy.

- The core methods of sustainable finance regulation — standardization and transparency — are well-
known from financial markets law.

-  The complexity of regulation poses a major challenge for both companies and financial market
participants. The EU and the Member States have recognized this and want to reform the EU and
national regimes to avoid disproportionate burdens on companies. The outcome of this debate is open.
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