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Neil Day, Sustainabonds: The EIB sup-
ported the introduction of an EU Tax-
onomy. Following at times difficult dis-
cussions, the first key part of this was 
finalised last month. Does it deliver on 
a scientific basis what is necessary? 
And is it done in a way that makes it 
possible to help grow green finance?

Aldo Romani, EIB: The answer that I can 
sincerely put forward is, yes. And it’s yes 
based on my views as a market participant.

The experience of the past few months 
tells us that this has indeed been a very dif-
ficult exercise, but I must say, personally as 
a European citizen, that what has happened 
in the past three years has rekindled my trust 
in the value of European institutions, and in 
the capacity of the European Commission to 
achieve something meaningful, something 
that could not have been realized otherwise.

The value of the exercise that the Com-
mission has put in motion is that it is build-

ing, by way of a comparison of relevant 
opinions from representatives of multiple 
constituencies in markets, science and soci-
ety, a line of tangency that factually describes 
where consensus lies with regard to what is 
really essential and can be accepted as com-
mon ground in this field.

Even if you listen to our experts talking to 
each other, you realise that there are so many 
different aspects to environmental mat-
ters that you can have different opinions on 
them. This was born out, for example, when 
in 2017 we asked them to map the China 
Green Bond Endorsed Project Catalogue and 
compare it with the Common Principles for 
Climate Mitigation Finance Tracking that 
the MDBs and the IDFC agreed in 2015. Af-
ter this comparison exercise, we engaged in a 
discussion with external reviewers and other 
international financial institutions to try and 
devise a methodology that would establish 
core principles of a common language, with 
a classification system and core indicators 

that could be shared. But the result of that 
exercise showed us that it was not possible to 
achieve this kind of process just on the basis 
of our own initiative as market practitioners, 
not even with the support of the technical ex-
pertise that the EIB has in house. There are 
too many different views and interests.

But the draft EU Taxonomy Climate Del-
egated Act that was published end of April 
shows that it is possible — in spite of all the 
political controversies and different opin-
ions — to build a reference framework that 
people can use. And the intervention of the 
Commission proved to be essential in that 
it can conduct this gently forced process, 
eventually leading to a common platform of 
understanding.

I would say that at this stage, the EU 
Taxonomy Regulation itself is possibly even 
more important than the Taxonomy crite-
ria, because the Regulation has established 
a logic, a framework for the way in which 
people should work. Even if certain areas are 
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not covered and this is the result of political 
compromise, people for the first time have a 
handbook addressing the relevant areas that 
they can work with — which is already more 
than a lot.

The Commission has taken the initia-
tive in its role as guardian of fair competi-
tion, which is an area where it has exclusive 
competence, and indeed in this respect, the 
market benefits. The market cannot func-
tion properly if everybody is in a position 
to define by themselves what is sustainable, 
what is green, so the Taxonomy is an essen-
tial component for the efficient working of 
capital markets. This is why the Commission 
has been able to put in place a Regulation 
that has immediate application at national 
level — contrary to a Directive, there is no 
need for further intermediate legislation at 
national level.

So all in all, this is an important step for-
ward. And the moment you make progress in 
one area, the potential for progress in other ar-
eas improves, because people understand that 
there are strategic advantages in implementing 
the newly established framework with a sense 
of urgency. People realise that the framework 
has a chance, and that if they move faster, they 
can build a competitive edge over those who 
move more slowly, inter alia because by antici-
pating developments correctly, their credibil-
ity grows. And so if you adopt this logic, you 
need to adapt accordingly.

Day, Sustainabonds: To what extent has 
the development of the Taxonomy influ-
enced the EIB’s overall activities and its 
Climate Awareness Bonds (CABs) and 
Sustainability Awareness Bonds (SABs)?

Romani, EIB: As an issuer that is particu-
larly active in this market and has a responsi-
bility vis-à-vis the EU as the bank of the EU 
and, more than that, the climate bank of the 
EU, you need to put in place a bootstrapping 
approach that uses what is available at all 
times to lead the way and move forward in 
the direction indicated by the legislator — as 
just described — and most recently that has 
meant following the logic of the EU Taxono-
my Regulation.

Back in 2016, the EIB was invited to in-
tervene in the discussions of the High Level 
Expert Group (HLEG) on Sustainable Fi-
nance and the Bank decided that it should 
be the capital markets department represent-
ing the EIB in this working group, because it 
was clear that the Commission was trying to 
generalize and institutionalize what we had 
begun in 2007 in terms of mainstreaming 
sustainability into funding considerations. 
We could then follow the whole debate and 
provide the input of our market-based expe-
rience in addition to the Bank’s project evalu-
ation expertise. So when it finally came to the 

announcement in March 2018 of the Action 
Plan on Financing Sustainable Growth, it 
was clear to us that it would not be possible 
for the bank of the EU, the bank that was to 
consolidate its role as the climate bank of the 
Union, not to align its lending and funding 
activities with a taxonomy that was recog-
nised as the first priority of the Action Plan, 
and was supposed to embed the objectives of 
the EU in the area of sustainability in a way 
that capital markets can understand.

So in September 2018 the Finance Direc-
torate of the EIB decided to dedicate a full 
team to the development and the issuance 
of Climate and Sustainability Awareness 
Bonds. The first thing our team then did was 
to launch a product complementary to our 

franchise product, CABs, namely SABs. One 
of the conclusions of the HLEG final report 
in January 2018 had been that sustainable de-
velopment is not just climate change mitiga-
tion — which we had previously focused on 
via renewable energy and energy efficiency 
projects — but is also other environmental 
objectives, and it is also social objectives, so 
we needed to have a product covering these 
areas by extending the CAB approach.

It was also natural for us to take on board 
the core principle that we had contributed to 
developing in the course of the HLEG discus-
sions, which was not to take a sectorial ap-
proach, as everyone — including ourselves 
— had done before, but to follow the new 
logic that what counts is the substantial con-
tribution of an economic activity, whatever 
the sector, to a clear sustainability objective. 
That is why we also changed, upon issuance 
of the first SAB, the use of proceeds of the 
bonds to say the allocations will be aligned 
with evolving EU legislation on sustainable 
finance, thereby effectively establishing at a 
very early stage this link to the Taxonomy 
Regulation.

This is a clear example of our strategic 
prepositioning in a changing environment. 
In this way, we effectively created a new 
model, according to which whatever the sta-
tus quo of our two products, we would be 
able to develop them in the course of time 
to the extent that the bank would apply the 
logic of the Taxonomy Regulation to its lend-
ing activities.

The whole bank then started to move 
in the same direction, in the first place our 
Projects Directorate, from December 2019, 
because at that point in time there was an 
agreement between the co-legislators on the 
Taxonomy Regulation and it was clear that 
it would become reality. The project evalu-
ation experts developed a transition plan to 
the Taxonomy as reflected in the EIB Group 
Climate Bank Roadmap 2021-2025 that EIB 
published last November. This document 
outlines our intended actions to support the 
European Green Deal and help make Europe 
carbon-neutral by 2050. With this strategic 
plan, we notably connect sustainable fund-
ing and lending within the framework estab-
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lished by the EU Taxonomy Regulation, and 
we will be able to reflect this to capital mar-
kets by a further extension of scope in CABs 
and SABs.

The first results came to fruition visibly in 
June last year, when on the date of the adop-
tion of the Taxonomy Regulation we were 
able to launch a €1bn 2035 CAB that herald-
ed a first wave of eligibility extensions. CAB-
eligible projects were extended from renew-
able energy and energy efficiency to further 
areas contributing substantially to climate 
change mitigation: low carbon transport and 
innovative low carbon technologies. Eligibil-
ity extensions had already been announced 
on the SAB side, notably with regard to 
Covid-related and higher education lending 
activities. This development had two main 
effects. First of all, an enlargement of the 
pool of eligible disbursements allowed for an 
increased issuance volume; in fact, last year 
we issued more than twice the amount of 
CABs and SABs as the year before, 15% of a 
€70bn-strong total funding programme. And 
secondly, these concrete initiatives made our 
long-lasting strategy tangible, ergo credible 
to investors.

Since the Taxonomy Regulation entered 
into force, investors have started to recog-
nise that what we were saying previously 
deserved attention. This has enhanced the 
quality of our dialogue with investors enor-

mously, because people now ask for a focused 
presentation on our strategy, not only in the 
form of two or three pages at the end of a 
broader presentation on the usual subjects 
that are relevant for the credit merit of the 
Bank. They are really taking the opportunity 
to understand what exactly we have been do-
ing. For example, questions concerning the 
criteria that we have used for the new eligi-
bilities and how we are managing the transi-
tion from old to new criteria for the already 
existing eligibilities.

Day, Sustainabonds: You have dis-
cussed progressive alignment with 
the Taxonomy. As I understand it, the 
EU Green Bond Standard (GBS) will 
require alignment of the use of pro-
ceeds with the Taxonomy. This involves 
not just aligning with environmental 
targets, but also meeting the do-no-
significant-harm (DNSH) criteria and 
other requirements. At what stage do 
you anticipate having an EU GBS label, 
if that is what you are targeting, and 
how might the Standard more general-
ly affect the development of the green 
bond market?

Romani, EIB: We all know that the con-
cepts of substantial contribution, DNSH 
and minimum social safeguards are easy to 

understand, but difficult to implement. But 
we shouldn’t forget that if the objective is to 
permit the market to work better at the mar-
gin, these concepts must reach a point where 
they become applicable. So there will be an 
incremental process. The Taxonomy has nev-
er been conceived as a dead table of law; it is 
something that requires a dialectic process of 
refinement until it finally works. And to me 
this is exactly the point.

For us, concretely, in this year’s CAB 
Framework we clearly state that we have a 
series of procedures, “environmental and so-
cial standards”, that are applied and address 
exactly the subjects of DNSH. We do not yet 
have a fully-fledged solution that completely 
lives up to this requirement. So the objective 
is to refine these procedures and have them in 
place by the end of the year, so that they can be 
applied to all new allocations next year.

I would like to underline the fact that 
there is a logic to this that is easily under-
standable, and what we are looking for is a 
solution that improves the way markets act 
at the margin, because that is the force that 
will then move and drive forward the dialec-
tic process that I was mentioning before in 
an incremental manner. It is not enough to 
always be critical of things. You need to pro-
pose solutions. If certain solutions are not 
feasible, you need to propose an alternative 
solution that works. If you want to take sus-
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2020 CAB/SAB Frameworks: 1. Alignment with GBP/SBP; 2. Alignment with non-EUST components of EU GBS; 3. UoP-alignment with logic of EUST

Green/Social Bond Principles EU Green Bond Standard (EU GBS) EIB CAB/SAB

Green 
projects

l	Alignment with the GBP/SBP 
objectives/project categories l	Alignment with the EU Sustainability Taxonomy (EUST)

l	EUST Transition Plan
l	CAB/SAB documentation already 

aligned
l	Gradual extension of CAB/SAB 

eligibilities

Green bond 
framework

l	Description of issuer’s approach 
regarding process for project 
evaluation and selection and 
management of proceeds

l	Disclosure of issuer’s alignment with the EU taxonomy overall 
green bond strategy project selection methodologies and 
processes for allocation and impact reporting

l	CAB Framework since 2016
l	SAB Framework since 2020 

(including both allocation and  
impact reports)

Reporting l	Allocation and Impact reporting 
recommended l	Allocation and Impact reporting mandatory

Verification l	Appointment of an external 
reviewer recommended

l	Issuers shall appoint an accredited external verifier

l	Verification applies (i) to the Green Bond Framework and at 
least (ii) to the Allocation Reporting

l	KPMG’s Reasonable Assurance 
on CAB/SAB Framework covering 
framework, allocation and impact 
reports

Source: EIB
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tainability seriously, it is not good enough to 
just point at the fact that things are difficult 
— and this goes not just for DNSH, but also 
for the concept of substantial contribution 
and the idea of transition.

The purpose of the whole framework that 
has been put in place is to create a high de-
gree of accountability in these areas. How 
do you start doing that if you do not at least 
establish the principle that all economic ac-
tivities should be measured in terms of their 
contribution to certain objectives? And how 
do you judge materiality if you do not have 
an apolitical, objective description of how 
things are presently and should develop in 
the future? 

So really this is a call to the responsibility 
of each market participant and policymaker 
to get their act together, clarify what is feasi-
ble at this point, and try to improve solutions 
incrementally over time. This is very much a 
work in progress and everybody can contrib-
ute to it with his or her own experience.

Day, Sustainabonds: Your first SAB of 
2021 coincided with the One Planet 
Summit and featured an extension of 
your eligible activities. What was the 
strategy behind this transaction?

Romani, EIB: Two years ago, the EIB de-
cided to extend its lending target function 
from mere climate action to include also 
other environmental sustainability objec-
tives, and our target of increasing “green” fi-
nance to more than half of new yearly loans 
by 2025 refers to both climate change miti-
gation and other environmental objectives. 
The latest addition to our SAB Framework 
in respect of other environmental objec-
tives is “the protection and restoration of 
biodiversity and ecosystems”, which is one 
of the environmental objectives of the Tax-
onomy Regulation that, as discussed, we are 
progressively aligning with. Again, we are 
taking an incremental approach here, start-
ing with activities within sustainable forest 
management — over time we will cover 
a number of other areas mentioned in the 
Taxonomy Regulation as the relevant crite-
ria and indicators emerge. This is an exam-
ple of the organic development of our CABs 
and SABs, as we seek to reflect what is effec-
tively feasible at any point in time.

Providing public visibility on these sub-
jects via new issuance can help accelerate 
progress, extending our processes and pro-
cedures to new areas and permitting input 
from our experience into the relevant official 

working groups. The transaction that you 
mentioned is a typical example of that. The 
One Planet Summit on 11 January was an 
important forum and set the tone for discus-
sions taking place over the course of the year, 
such as the high level summit on biodiversity 
in China. After having prepared the scope 
extension with our project experts last year, 
we — on the capital markets side — tried 
to make the relevance of this debate clear to 
capital markets by launching a transaction 
that makes our efforts visible and account-
able, and next year we will provide the mar-
ket with reliable information on how far we 
have come. Thus, you can see we are taking a 
very typical capital markets approach on this, 
trying to combine market conditions and is-
suance opportunities with focused commu-
nications on ongoing organisational as well 
as institutional developments.

Day, Sustainabonds: In March you 
launched a CAB targeting German 
savings banks. How do issues such as 
this fit in with your investor relations 
strategy?

Johannes Heidbrink, EIB: What Aldo 
said is extremely important — the issuance 

CAB & SAB Sustainability Objectives & Activities – status quo

Climate Awareness Bonds Sustainability Awareness Bonds

Environmental Environmental 
(other than climate change mitigation) Social

Objectives

 
 Climate Change Mitigation (2007)

So far: 
Sustainable Use and Protection of Water and Marine 
Resources (2018) 
Pollution Prevention and Control (2018) 
Protection and Restoration of Biodiversity and 
Ecosystems (2021)

So far: 
Access to Water and Sanitation (2018) 
Natural Disaster Risk Management (2018) 
Access to Equitable and Inclusive Education (end 
2019) 
Universal Access to Affordable Health Services (end 
2019) 
Health Emergencies Response & Preparedness 
Capacity (2020)

Activities

Eligible activities: 
Renewable Energy (2007) 
Energy Efficiency (2007) 
Research, development and deployment of 
innovative low carbon 
technologies (06/2020) 
Electric rail infrastructure and rolling stock, 
and electric buses (06/2020)

Eligible activities: 
Water Supply and Management (2018) 
Wastewater Collection and Treatment 
(2018) 
Sustainable Forest Management (2021)

Eligible activities: 
Water Supply and Management (2018) 
Wastewater Collection and Treatment (2018) 
Flood Protection (2018) 
Education (2019), including higher  
education (2020) 
Health (2019), including Covid related  
activities (2020)

Source: EIB



of our bonds is not only a parameter of mar-
ket dynamics; we also use the issuance of 
our bonds to amplify core messages and to 
put the spotlight on important milestones 
in the field of sustainable finance. This is 
what we did with the announcement of the 
extension of the eligibility criteria for the 
SAB that was issued in January, and also 
with the CAB in March targeted at the Ger-
man savings banks sector. In this respect, 
the Sustainability Funding Team acts as an 
ambassador for the merits of sustainability 
funding and investing worldwide.

The CAB dedicated to the German sav-
ings banks was launched in the context of 
two key events shaping the German ESG 
landscape, namely the publication of “The 
commitment by German Savings Banks to 
climate-friendly and sustainable business 
practices”, and the final report of the Sus-
tainable Finance Committee of the German 
Federal Government. This was an ideal op-
portunity for the EIB to engage with ESG-
committed bank counterparties (notably 
the three lead managers: Deka, Helaba, and 
LBBW), reaching out to investors that have 
publicly committed to sustainable targets. 
The transaction raised awareness about 
EIB’s early application of the EU Taxonomy 
Regulation and the expected EU Green 
Bond Standard — and such an approach has 
been recommended by the German Sustain-
able Finance Committee. This found fertile 
ground: it should not be forgotten that Ger-
man savings banks contributed their views 
into the HLEG via the direct participation of 
Deka Invest. Already at that point (2017) we 
sowed the seeds of a long term cooperation 
in the field; we thereby aimed to play a role in 
the development of the German ESG market 
by promoting a common approach to evolv-
ing EU legislation on sustainable finance. 
The recent transaction is a showcase that will 
hopefully have spill-over effects.

We believe that a public commitment to 
ESG standards such as that made by the sav-
ings banks is a seal of quality, because stake-
holders will hold them accountable for it. We 
hope that our actions could motivate sustain-
able investors to make more of such public 
statements, and perhaps there will be similar 

initiatives in the future that would allow us to 
reach out to other complementary universes 
of sustainable investors with further dedicat-
ed transactions of the same kind.

CABs and SABs offer a unique oppor-
tunity for the Bank to enlarge its investor 
universe with repeat buy-and-hold clients, 
and in order to understand the dynamics 
around the green investor base, we have 
started to carefully analyse to what extent an 
investor is green. We are now internally re-
searching and assessing the greenness of our 
counterparts, and an important component 
is whether they have a public commitment 
to sustainability or an implemented ESG 
strategy. Inter alia, such an analysis of the 
investor base allows to measure additional-
ity, the extent to which CABs and SABs en-
able us to crowd in investors on top of our 
existing investor base. This is something we 
achieved on the Sparkassen transaction, in 
that we were able to address German sav-
ings banks who only came on board be-
cause it was a CAB. The CAB ideally fitted 
into their investment policy for the “Depot 
A” — the investment of own funds, and as 
such with their stipulated strategy, within 
the Selbstverpflichtung, to “manage their 
own investment portfolios in accordance 
with recognised sustainability criteria”. 
In the same manner, we were also able to 
crowd in investors who bought us in the 
past but have lately been absent because of 
the general interest rate environment. 97% 
of the investors could thus be classified as 
green accounts, which is a fantastic result.

It is our aim to establish and nurture an 

ongoing dialogue with market participants, 
bank counterparties and investors on ESG 
matters, and that is why this transaction was 
such a good fit with our investor strategy.

Day, Sustainabonds: Part of the in-
crease in your CAB and SAB issuance 
last year was related to use of proceeds 
linked to the Covid crisis. Other issu-
ers did likewise and we saw social bond 
issuance increase sharply. How do you 
see the outlook for social as we emerge 
from the pandemic?

Romani, EIB: There was a phase where 
green was the only important factor, but now 
people have realised that social is also im-
portant. And ultimately many aspects of sus-
tainability are interrelated — the pandemic 
clearly highlighted the relationship between 
climate change, the degradation of ecosys-
tems and health issues, but also education 
issues against the background of the pan-
demic’s impact on schooling, in both lower 
and higher education. 

So there is clearly a lot of interest, both 
on the issuer and the investor side, and the 
pandemic also highlighted to legislators that 
it is important to consider the social dimen-
sion on top. The last version of the Taxono-
my Regulation also foresees a report by the 
Commission, by the end of this year, on the 
conditions for an extension of the taxonomy 
approach to social objectives — this follows 
up on the HLEG final report of 2018, which 
already said that social objectives should 
also be considered in the EU Sustainability 
Taxonomy.

You can apply the same logic of the 
Taxonomy Regulation for environmental 
objectives to social objectives, but social is 
another area where clarity is lacking. It is 
not enough to just label a bond as social or 
mention substantial contributions to social 
objectives; you need to give substance to 
your claim, you need to qualify what you 
are doing. However, it is not easy to measure 
the relative contribution to social objectives. 
There is a need for a systematic approach in 
this area and there is a working group with-
in the EU Platform on Sustainable Finance 
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that is tackling this, where the EIB, as an ob-
server, hopes that sharing its direct experi-
ence on this topic can be of benefit. Within 
the context of the capital markets, people 
who have expertise and experience in this 
field need to take the discussion forward in 
a pragmatic manner.

Day, Sustainabonds: Germany devel-
oped a “twin bond” concept for green 
Bunds with an eye on potential illiquid-
ity in issuance. What are your thoughts 
on this strategy?

Romani, EIB: This initiative was a milestone 
in the sovereign space and for the whole mar-
ket. As you said, the German government 
explained its twin bond approach last year 
citing concern around the potential lower li-
quidity of green versus conventional Bunds, 
and thus the associated potential spread 
widening of green Bunds. This was the core 
concern of the Bundesfinanzagentur and of 
course as the Eurozone’s benchmark issuer 
they have to pay attention to this kind of con-
sideration. And it is quite interesting to have 
the twin bond instrument effectively test that 
liquidity hypothesis. 

For us, the situation is different. CABs are 
not subject to the same considerations that 
are relevant for green Bunds. Despite their 
lower issue size, they tend to outperform — 
this is based on a very strong green investor 
bid. They don’t trade that frequently, but — 
as Johannes mentioned earlier — the investor 
base is much more stable and strategic than 
normal and there is definitely more demand 
than supply, these bonds can be sold at levels 
that are fairly close to screen levels, even if 
there is not an ongoing flow in the secondary 
market. Our experience has always been that 
green bonds, in spite of their lower size, out-
perform conventional bonds. So we do not 
plan twin trades.

Having flexibility in the timing of CAB 
and SAB issuance allows us both to high-
light our leadership role in the implementa-
tion of the EU Taxonomy Regulation — as 
discussed in relation to the One Planet and 
Sparkassen issues — and also to optimise 
CAB timing and pricing in a crowded mar-

ket. One of the issues that we are increasing-
ly facing is that the number of green bond 
issuers is multiplying and greater volumes 
are being brought to market, so it is impor-
tant for us to be able to act in a very flexible 
manner, really trying to identify the best is-
suance opportunity.

At times, this can be unconventional 
timing, as demonstrated by our last CAB, 
a US dollar global trade. We issued it in a 
week that is full of Asian holidays, but not-
withstanding this it was exactly the right 
moment to proceed because it was a period 
that was free of competing supply. The full 
attention of those markets in Europe and 
Asia that were open was on our deal and 
we were able to achieve a book four times 
as large as the final issue size of $1.5bn, de-
spite the fact that Japan, for example, pro-
vided only a limited contribution. And, by 
the way, we were once again able to use this 
CAB to mark a milestone in the develop-
ment of the market, since it is the 1000th 
bond with a focus on sustainability listed on 
the Luxembourg Green Exchange.

So one needs to think in a less conven-
tional way about timing and try to use op-
portunities when they materialize, ideally 
when there is no competing supply. This flex-
ibility and the detachment of our CABs and 

SABs from the benchmark issuance of the 
Bank are important for us.

Day, Sustainabonds: What is your 
view of sustainability-linked bonds, 
which have taken off in the past year?

Heidbrink, EIB: Sustainability-linked bonds 
are an interesting product that can further 
crowd in more market participants. They 
have come to represent a valuable engage-
ment instrument for many issuers that may 
not, for one reason or the other, have the 
possibility to issue a use of proceeds bond, 
so they are to be considered complementary. 

For us, transparency in the field of projects 
selection, allocation and reporting that we 
provide with our use of proceeds bonds are 
key. In our view, what counts is the material 
contribution of the use of funds to the trans-
formation of the economy. And it is really im-
portant to be crystal clear with investors as to 
what exactly you are doing with their funds. 
This clarity is what we provide with the pub-
lication of our CAB and SAB Frameworks, 
which include both allocation and impact 
reports and are audited with independent 
reasonable assurance following the ISAE 3000 
standard. This is why use of proceeds bonds 
are the EIB’s instrument of choice. l
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