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Current barriers to bank financing —cost and complexity
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Figure 53: Funding sources of consumers and commercial/public clients of architects
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Lack of expertise in energy Renovations are low priority, lack EC (2019) Comprehensive study of building energy renovation activities and the uptake of
renovations, certification and of information and expertise in nearly zero-energy buldings in the EU.
auditing, lack of incentive to energy efficient renovation,
reach out to clients for small certification and auditing
loans. processes, complexity in
planning; discomfort.
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Current TLTROS subsidise ECE can unlock green ranavations
climate-blind lending g with one small change
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Key benefits of the R-TLTROs proposal

For banks:
- Costless access to funding covers the transaction costs and scaling up of renovation projects
- Incentive to deploy their network of bank branches - incentive to act from customer perspective bottom up
process
Greening retail portfolio (incl. mortgages)

For consumers:
- Facilitate the process of setting up renovation projects for millions of households and businesses;
- Increase deep renovations instead of lighter and insufficient projects

For governments:
e Streamlining and blending of existing subsidies
e Redeployment of existing budgets towards social housing, targeted support for low-income households, with
reskilling programmes for workforce development etc.

For the ECB:
e Better transmission of monetary policy towards productive sustainable bank lending

——)> Both ECB and the Commission get step closer to Paris-alignment and to deliver on the green deal ambitions
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Next steps

1. Need for Green loan standards to scale up renovations, proper reporting and evaluation

- Green loans tied to minimum targets in energy savings achieved as a result of improvement
works on a property. Green loan market ~ €19 billion (EC, 2021).

- The Commission asked the European Banking Authority for an opinion on the definition and possible
supporting tools for green retail loans and green mortgage by Q2 2022.

- Green loans should ensure highest consumer protection and standardized in the revised Consumer
Credit Directive (BEUC, 2021)
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Next steps

2. Revised Energy Performance of Buildings Directive (EPBD)

3.  [REIESPRRIBENE mexns mechanisms incentivising mortgage lenders to
increase the median energy performance of the portfolio of buildings covered by
their mortgages and to encourage potential clients to make their property more
energy-performant along the Union’s decarbonisation ambition and relevant energy
targets in the area of energy consumption in buildings, relying on the definition of
sustainable economic activities in the EU Taxonomy;

4. To support the mobilisation of investments, Member States shall promote the roll-out
of enabling funding and financial tools, such as energy efficiency loans and mortgages for
building renovation, energy performance contracting, fiscal incentives, on-tax schemes, on-
bill schemes, guarantee funds, funds targeting deep renovations, funds targeting renovations
with a significant minimum threshold of targeted energy savings and mortgage portfolio
standards. They shall guide investments into an energy efficient public building stock. in line
with Eurostat guidance on the recording of Energy Performance Contracts in government
accounts.

5. Member States shall facilitate the aggregation of projects to enable investor access as
well as packaged solutions for potential clients.

Member States shall adopt measures to ensure that energy efficiency lending products for
building renovations are offered widely and in a non-discriminatory manner by financial
institutions and are visible and accessible to consumers. Member States shall ensure that
banks and other financial institutions and investors receive information on opportunities to
participate in the financing of the improvement of energy performance of buildings.
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Next steps

2. Alignment between the revised Energy Performance of Buildings Directive (EPBD) and Green
loan standards the of the EBA — provides the certification framework and prevents greenwashing

Policy consistency across the ECB, the EBA and the Commission, therefore, will be key
to unlocking the financial firepower that the Renovation wave needs to succeed.
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Concluding remarks

e Thereis arare alignment of interest between ECB, Commission, Member States, companies,
banks and consumers for boosting the pace of renovations via ECB & bank financing
2022 unique opportunity to promote this proposal

. . How the European Central Bank can unleash the building
Ongoing efforts: renovation wave

DISCLAIMER: All opinions in this column reflect the views of the authartsl, not of EURACTIV Media network.

o Research survey on the challenges to
the banking sector and consumers

o "Unlock” campaign and petition
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Thank you!

Please take part in our research survey by e-mailing us
research@positivemoney.eu.
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