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WHY ARE CLIMATE AND NATURE RELEVANT
FOR THE ECB’'S WORK?

The ECB needs to work on climate and nature because:

* The physical impacts of climate change and nature degradation are
increasingly tangible;

* The urgency to transition to a net-zero economy is greater than ever.

We need to account for these aspects in conducting the tasks within our

mandate: climate change and nature degradation affect the economy and financial
system, as well as the ECB's own exposure to related risks.

We must support the general economic policies in the European Union,
without prejudice to our price stability objective and with a view to contributing to a
high level of protection and improvement of the quality of the environment.

WHY & WHAT ECB’s ACTIONS FOCUS AREAS ROADMAP

WHAT ARE WE DOING ABOUT IT?

In 2022 we set three key strategic objectives for our climate-related activities
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Managing
climate-related risks

Supporting the
green transition

Fostering
wider action

Following a stocktake of our climate actions since 2022 and building on the lessons
learned, our work on climate change is now entering a new phase.

With our climate and nature plan for 2024-2025, we will:

I. Continue to implement and expand our current climate-related actions

Il. Explore three focus areas in 2024 and 2025, with a view to initiating new activities


https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.pr220704_annex~cb39c2dcbb.en.pdf
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WHAT WE HAVE ACHIEVED SO FAR

Disseminating knowledge

Supervising banks to manage 208

climate and environmental risks /
IS i
«\\} Reducing our own

environmental footprint

Updating macroeconomic
projections

Reducing the environmental

Closing the footprint of banknotes
data gap =Y

All encompassing climate scenario
and stress test framework

In recent years, the ECB has stepped up its efforts to better understand
and account for climate-related risks and, within its mandate, contribute
to the transition. The image shows highlights of achievements of the ECB, the

Eurosystem and the European System of Central Banks in the context of the action
plan 2021 to incorporate climate considerations into monetary policy, supervisory

priorities for 2024-2026 and the climate agenda 2022.

Find out more:

e ECB Annual Report and Annual Report - ECB Banking Supervision

e Publications on climate change

e Climate-related financial disclosures

e ECB environmental statement

e Study on the environmental impact of euro banknotes

¢ Climate change-related statistical indicators

WHY & WHAT ECB’s ACTIONS FOCUS AREAS ROADMAP

WHAT WE WILL CONTINUE TO DO

Macroeconomic analysis and monetary policy
e Further improve our analytical tools to assess and project the impact of climate
change and the green transition on the macroeconomy

* Enhance the management of climate change risks on the Eurosystem balance
sheet and collateral framework, and consider climate change in the preparation of
monetary policy

Banking supervision and financial stability
* Continue to address climate-related and environmental risks (a supervisory priority
for 2024-2026)

* Enhance our framework to identify, assess and mitigate climate-related risks to
financial stability

* Further integrate climate risks into prudential frameworks and support rules for
better climate-related disclosures in European and international fora

Climate-related data

* Improve our set of climate-related indicators and support work on establishing
international statistical standards in this domain

The ECB's corporate sustainability
* Strive to reduce the environmental footprint of our own operations and non-
monetary policy financial portfolios

* Consider environmental aspects in tasks related to banknotes and market
infrastructure and payments

* Report publicly on our climate-related work in our regular disclosures


https://www.ecb.europa.eu/press/pr/date/2021/html/ecb.pr210708_1~f104919225.en.html
https://www.ecb.europa.eu/press/pr/date/2021/html/ecb.pr210708_1~f104919225.en.html
https://www.bankingsupervision.europa.eu/banking/priorities/html/ssm.supervisory_priorities202312~a15d5d36ab.en.html
https://www.bankingsupervision.europa.eu/banking/priorities/html/ssm.supervisory_priorities202312~a15d5d36ab.en.html
https://www.ecb.europa.eu/press/pr/date/2022/html/ecb.pr220704_annex~cb39c2dcbb.en.pdf
https://www.ecb.europa.eu/pub/annual/html/index.en.html
https://www.bankingsupervision.europa.eu/press/publications/annual-report/html/index.en.html
https://www.ecb.europa.eu/home/search/html/climate_change.en.html
https://www.ecb.europa.eu/ecb/climate/climate-related-financial-disclosures/html/index.en.html
https://www.ecb.europa.eu/ecb/climate/green/html/index.en.html
https://www.ecb.europa.eu/press/pr/date/2023/html/ecb.pr231211~b630c711d2.en.html
https://www.ecb.europa.eu/stats/ecb_statistics/sustainability-indicators/html/index.en.html
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WHY & WHAT

THREE FOCUS AREAS WILL GUIDE THE ECB’S WORK IN 2024 AND 2025

The ECB will focus its work on the following three areas in 2024-2025. This will help us to better assess the impact of climate change and nature degradation on price stability and
the associated financial risks. The first focus area will also support the green transition.
By sharing its knowledge and expertise and cooperating with peers in international and European fora, the ECB aims to foster wider action across our economies and societies.
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Navigating the transition to a green economy

The successful transition to a green economy
depends on both the availability of sufficient public
and private funding for green investment and
transition policies such as carbon pricing, regulation
and structural reforms.

For the ECB to maintain price stability and deliver on
its other core tasks, it is essential that it has a better
understanding of how the transition progresses,

of the investment flows needed to finance the
transformation, as well as the associated economic
and financial implications and risks. The ECB will
also explore, within its mandate, the case for further
changes to its monetary policy instruments and
portfolios in view of this transition.

ECB’s ACTIONS

FOCUS AREAS ROADMAP

Addressing the increasing physical impact
of climate change

The increase in extreme weather events affects the
macroeconomy and financial system through various
channels. The ECB aims to better understand the
physical impact of climate change on the economic
variables that are key for delivering on its core tasks.

The ECB will also explore the economic implications
of the climate adaptation policies and associated
investment needs that are required to make our
economy more resilient to a changing climate.

Advancing work on nature loss
and degradation

Nature loss and degradation affect the economy and
lead to financial risks. Climate and nature are also
inextricably linked.

The ECB will further explore the impact of nature-
related risks on our economy to deepen our
understanding of the possible implications for
monetary policy and the financial system.
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OUR ROADMAP

H1/2024 H2/2024 H1/2025 H2/2025
Macroeconomic Incorporate green transition policies into conjunctural analysis and macroeconomic models
and financial
stability analysis Further develop risk monitoring and the macroprudential policy framework, and continue work on sustainable finance

Contribute to the Fit-for-55 stress test

Stress testing

and scenarios Chair the workstream of the Network for Greening the Financial System on Scenario Design and Analysis, leading the development
of short-term scenarios and the provision of regular updates and improvements of long-term scenarios

Implement climate-related pool limits in the collateral framework

. assuming all technical conditions are in place
Monetary policy

strategy and Introduce climate-related disclosure requirements in the collateral framework from 2026
implementation

Consider climate change in the preparation of monetary policy decisions

Continue
and expa nd Banking supervision

Assess and follow up on banks’ alignment with ECB supervisory expectations
Perform various supervisory actions on climate and environmental aspects, including preparatory work on transition planning

Regularly expand and release updates of climate change-related indicators

Climate-related data
Acquire and provide climate-related data and integrate climate data points into the ECB’'s own data collections

Consider environmental aspects in the preparatory phase of the design of a digital euro
Payments, banknotes
and market Consider the relevance of environmental risks in the oversight of financial market infrastructures

infrastructure
Eco-design of the next euro banknote series and of banknotes with 100% organic cotton by 2027

Environmental Implement the Environmental Management Programme for 2022-2024 Publish and implement the Environmental Management Programme for

performance of the to continuously improve the ECB's environmental performance 2025-2027 to continuously improve the ECB's environmental performance
ECB's own operations
and portfolios Continue to green the ECB’s non-monetary policy portfolios and disclose progress
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Initiate and

explore

Focus area 1:

Navigating the
transition to
a green economy

Focus area 2:

Addressing the
increasing
physical impact
of climate change

Focus area 3:

Advancing work on
nature-related risks

WHY & WHAT ECB’s ACTIONS FOCUS AREAS ROADMAP

H1/2024 H2/2024 H1/2025 H2/2025

Analyse the effects of transition funding and risks on the monetary policy transmission mechanism

Explore, within our mandate, the case for further climate change considerations in monetary policy instruments and portfolios
Assess green investment needs and its funding

Analyse the structural consequences stemming from the transition

Advance the macroeconomic modelling framework with a focus on climate aspects

Take further steps to integrate climate change impacts into climate scenarios and the analytical framework used
for macroeconomic projections

Explore the impact of climate adaptation, including the insurance protection gap

Improve the availability of data to support physical risk analysis

Further explore the economic and financial implications of biodiversity loss and the degradation of nature
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