OPENLETTER

To: Ursula von der Leyen, European Commission President
Frans Timmermans, European Commission Vice President
Valdis Dombrovskis, European Commission Executive Vice President
Mairead McGuinness, Commissioner for Financial Services, Financial Stability and Capital Markets Union

Brussels, 24 June 2021

Dear Commissioners,

If there has ever been a time when citizens have longed for far-reaching steps towards a just and sustainable
economy and society, it is now.

It is commendable that the EU has given climate change a prominent place on its agenda.

Now, the crucial thing is to make the most of the enormous opportunities, the great momentum that you as
politicians are given in the coming decisive months. And that demands great political courage and steadfast
leadership, such as it only presents itself a few times in a person’s lifetime.

We are deeply concerned to see how part of the European industry - and big players on financial markets-
have responded with fierce campaigns to scale back the plans for a strong and inspiring European Green
Deal. The constant push from these sectors, as well as from a number of member states, threatens to make
the strategic targets of the EU’'s measures against climate change illusory. While financial corporations and
resourceful lobby groups enjoy privileged access to decision-makers, civil society groups see their appeals
and their contributions to consultations ignored. Such an approach does not lead to a green transition, and
not to ajust one either.

With this letter, we aim to prioritise the public interest in the sustainable finance strategy.

It is completely clear [now even for the International Energy Agency'] that financial flows must be diverted
from unsustainable to sustainable activities and that investments in fossil fuel production and infrastructure
must be halted immediately. It is also quite clear that this must be done at a rapid pace.

This July, we therefore expect to see the European Commission’s Renewed Sustainable Finance Strategy
propose strong instruments and laws to achieve the necessary change. The fact that the 16 largest EU banks
have provided loans worth $560 billion to fossil fuels since the Paris Agreement was signed, shows that fi-
nancial institutions are not committed to preventing disastrous climate change.? This is the result of no laws
making it obligatory to increasingly finance green or transition activities, nor to phase out fossil fuel invest-
ments. It is a consequence of a wide range of civil society organisations being side-lined or unheard, as they
call for strong public leadership towards a just transition.

—_

, a startling new report by the International Energy Agency, May 2021
2 . Rainforest Action Network et al, March 2021


https://www.ran.org/bankingonclimatechaos2021/
https://www.iea.org/reports/net-zero-by-2050
https://www.ran.org/wp-content/uploads/2021/03/Banking-on-Climate-Chaos-2021.pdf

We want to reassert [and expect] a high level of ambition with the following four key issues:

1.

We expect the EU Commission to adhere to the strict science-based criteria that defined environ-
mentally sustainable activities [the “Green Taxonomy"].

We expect the Commission to exclude activities that cannot be considered sustainable replacements for
fossil fuels, such as burning trees, or lock-in carbon-intensive assets such as gas or highly risky energy
such as nuclear.?

The EU taxonomies should be compulsory for climate, green, social and sustainable financial products.
Therefore, the EU Green Bond Standard, based on the green taxonomy, should not be voluntary as
announced by Commissioner McGuinness: This is contrary to what civil society suggested in the consul-
tations.“

There needs to be an urgent stop to investments in fossil fuels. This needs to be facilitated by an EU
"harmful taxonomy”.

The mentioned report of the International Energy Agency, and the recent G7 climate and environment
communiqué® of which the EU is part, give you strong political backing that fossil fuel financing needs to
be eliminated immediately in the EU.

A taxonomy for polluting activities will identify the financial flows we must do away with, and it is a
precondition for adopting and enforcing rules to do so. It is an indispensable way to provide clarity for
the transition and a level playing field for the many voluntary divestment initiatives and promises in the
market. It would help avoid risky stranded assets.

The Commission should not let the massive lobbying against such a taxonomy lower its ambition. In-
stead, it should use it as a tool to develop the kind of regulation that can guarantee not only more green
investments, but the necessary reduction of harmful investments too.

Strong banking rules are needed to make banking sustainable.

A few banks are embarking on ambitious contributions to the fight against climate change, but most are
not. The sector has a dismal record: 92,9% of big EU banks’ assets are not climate aligned.® This shows
the absolute need for requlatory intervention embedded in law. This can be through the integration of
climate change into rules on risk management, or by imposing higher capital requirements on, for exam-
ple, investments in infrastructure for gas, oil or coal.” It can also be through the adoption of a mandatory
alignment to the Paris Agreement of all banking activities. The self-regulation model as advised by the
financial sector and its lobby groups will have little if any impact and must be discarded clearly in the
new strategy.

There need to be clear and ambitious minimum standards for investment products calling themselves
“sustainable”.

The exponential growth of ESG and so-called sustainable funds being launched is most remarkable. It
proves the fact that many investors have discovered the strategic importance of being part of the transi-
tion to a just and sustainable economy. For sound business reasons.

Certain powerful asset managers, however, are still lobbying heavily against the new EU rules being de-
signed to improve the clarity and transparency of such products. We therefore need strict and mandatory
rules to be proposed in the new Sustainable Finance Strategy. Greenwashing has to be avoided at all costs.
The EU Commission should ensure via regulation that new financial products do not invest in the most
polluting and climate damaging sectors, such as coal. Right now, the biggest asset managers present
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. See Article 10.2
, all responses available, April - July 2020
, May 2021
, European Banking Authority, May 2021
, Finance Watch, May 2021


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0852&from=EN
https://ec.europa.eu/info/consultations/finance-2020-sustainable-finance-strategy_en
https://www.g7uk.org/g7-climate-and-environment-ministers-communique/
https://www.eba.europa.eu/sites/default/documents/files/document_library/Publications/Reports/2021/1001589/Mapping%20Climate%20Risk%20-%20Main%20findings%20from%20the%20EU-wide%20pilot%20exercise%20on%20climate%20risk.pdf
https://www.finance-watch.org/publication/letter-to-eu-policymakers-to-close-climate-finance-doom-loop-through-crr-solvency-ii-upgrades/

in Europe are failing to phase out coal and to implement investment restrictions to decarbonize their
portfolios.®

We support you in implementing an ambitious strategy against climate change and an even more ambi-
tious Renewed Sustainable Finance Strategy, but:

When finalising the new Sustainable Finance Strategy, the undersigned expect their voice to be heard, as
well as the citizens’ and civil society responses to the consultations. The European Commission needs to
demonstrate political will so that finance plays its part in the required transition.
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https://reclaimfinance.org/site/wp-content/uploads/2021/04/Slow_Burn_RF_FINAL_ENG.pdf
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