The Quantitative Impact of
Energy Efficiency on Values and
Risk of Residential Mortgages
Results of the EEFIG Working Group
on Risk Assessment

The EEFIG Working Group on risk assessment of energy
efficient loans has released its final report
Key questions
1. To what extent is asset energy
performance correlated with credit
risk and loan arrears?
2. How does this vary by observed
factors such as asset owner income
or employment/business status and
wider macroeconomic conditions?
3. How does this vary within EU
member states?
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4. Is there evidence of a causal link
between improved asset energy
performance and improved default
risk?

Values | The Working Group performed a large-scale metaanalysis of existing data, evidence, and publications
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Impact
1. Most efficient properties can attract
a market price premium of up to
10% in value, and approx. 5% for
rentals, compared to equivalent
least efficient
or non-rated properties.
2. Several studies also find less
liquidity for the lowest rated
buildings.

Extensive meta analysis of existing
analyses on property value

Sources: Estimates retrieved from Brounen (2011),
Hyland et al. (2013), Fuerst et al. (2015), Chegut (2016),
Aydin et al. (2020), Nationwide Building Society (2020),
Evangelista et al. (2019), Taltavull et al. (2020), Cajias et
al. (2016) and Fuerst et al. (2016; 2020). The Y-axis is the
percentage premium for EPC (A/B/C) over EPC (E/F).
The Box charts show the range of estimates (lowest
value, typical values, mean value and highest value).

~ 5%

3. Several recent studies confirm the
JRC findings of an observed
increase of 3-8% in the sale price of
residential assets resulting from EE
improvements as well as an
increase of around 3-5% in
residential rents compared to
similar properties.

Risk | The Working Group and its Member Banks performed
new data analyses to reveal the impact on credit risk
3 case studies with real
data on defaults & arrears…

Allianz Baufinanzierung – better energy efficiency
leads to lower likelihood of being in arrears
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1. Clear statistical relationship
between energy performance of the
collateral and credit risk of the
associated loan
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OP Financial better energy efficiency leads to lower
likelihood of being in arrears for retail mortgages
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3. Financial institutions should analyze
their own portfolios to better
manage credit risks and capital
allocations.
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Nationwide Building Society successfully
tested the inclusion of EE in IRB capital models
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results in

2. Financial institutions should tag
loan collateral and underlying
assets based on their energy
performance.
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Sample size
658k mortgages

4. Mortgage lenders running IRB
models should consider energy
efficiency as a risk factor in them .

Conclusions | The working group’s report substantially
informs supervisory authorities across Europe
• This WG uncovered and robustly assessed new
evidence from a large sample of mortgages
across several countries in Europe to conclude
that there is a statistically significant correlation
between the energy performance of building
collateral and mortgage credit performance.
• The primary analysis of this WG was conducted
using the residential mortgage books of
Nationwide Building Society (NBS) in the UK,
Allianz in Germany and OP Financial Group in
Finland.
• In total, the analysis was conducted on a sample
of almost 800,000 residential mortgages across
three countries. A forward-looking analysis was
undertaken in each case controlling for different
borrower credit scores, incomes, loan terms,
loan-to-value ratios, along with a range of
variables relating to the building and additional
controls capturing municipality-level economic
and the broader economic indicators.
• Energy performance data came from a
combination of domestic energy performance
certificates (EPCs) registers (where available)
and proxy models based on energy demand or
characteristics of the building.
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