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information definition of conduct risk, 192
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agency problems Basel I Capital Accord, 530, 532
in bank governance, 140-141 Basel 1T Capital Accord, 529, 531
collectivisation of losses, 138 Basel 111 Capital Accord, 473-474, 531, 689

human agency, §, 134, 139, 141, 150
traditional agency theory, 137, 139
Allianz, 82
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and financial exclusion, 714, 728
hidden action, 138
moral hazard, 13§, 282
hidden information, 138
adverse selection, 138, 282
role of information intermediaries,
281282, 309
in traditional agency theory, 137, 307, 754. See
also agency theory
audit, 145, 149, 512, 5706, 581, 625, 629
auditing of environmental risks, 634, 672
auditing of non-financial information, 8§, 195,
204, 419, 458459, 468, 627
independence of auditors, 218

EU regulatory approach to the integration of
sustainability risks, 498, 530
general description, 529
Pillar 1
integration of sustainability risks
EBA’s position, 500
potential, 545
shortcomings, 14, 148, 498-502, 520,
538-539, 542
and Solvency Il regime, 597
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EBA’s mandate, 536
potential, 148, 535, 542, 546
SREP, 15, 143, 508-509
shortcomings, 519, 535, 542
and Solvency Il regime, 597
Pillar 3, 519
EBA’s implementing technical standards,
500, 537, 557
integration of sustainability risks, 538, 540
EU regulatory approach, 502, 505-507
potential, 15, 546
shortcomings, 542

liability of auditors, 465—467 benchmark

social/stakeholder audits, 126
Australia, 142, 149, 229, 716
fiduciary duties, 142
Austria, 457, 753

Bangladesh, 725
Bank of Reconstruction and Development, 627
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Bettervest, 753, 755
biodiversity, 2426, 87, 200, 618
biodiversity loss, 6, 23, 30, 37, 39, 254, 494, O11
protection and restoration, 89, 201, 363,
420, 676
BNP Paribas. See Siemens Gamesa
BP oil rig, 687
Brazil, 143, 716, 725
Brown Asset Ratio, 516
brown (penalizing) factor, 485, 516, 534, 543, 545
buffer
countercyclical capital buffer (CCyB), 485
systemic risk buffer (SyRB), 483, 485, 489, 501,
514, 510, 548, 562
business ethics, 6
and corporate behaviour, 201
in enlightened shareholder value, 51, 59, 64
incidents, 698
in stakeholder theory, 55

Canada, 229, 645, 716
Bank of Canada, 510, 729
capital expenditure (CapEx), 89, 296, 361, 443
Caremark standard. See United States
catastrophe
catastrophe derivatives, 670, 674, 688
catastrophic risk, 539, 611, 615-616
natural catastrophe, 39, 616
China, 645, 716, 725
Green Credit Guidelines, 143
circular economy, 89, 261, 363, 369, 420, 499, 676
civil liability (including torts)
for breach of corporate due diligence
obligations, 35, 75-76, 96, 462
in Directive 2013/34/EU, 461
of information intermediaries, 308
for non-financial reporting/disclosure, 14, 421,
462, 466
applicable law, 462
harmonization, 467
liability towards investors, 462
causation, 462
immaterial damages, 464
quantification of damages, 463
responsibility towards third parties, 466
towards audited entity, 466
for voluntary non-financial disclosure
liability towards investors, 467
Climate Bonds Initiative (CBI), 382, 391,
393-390, 686
Approved Verifier scheme, 392
climate risk exposure mapping and measurement,
481
climate risk modelling, 481

Coalition for Environmentally Responsible
Economies (Ceres), 438
Colombia, 725
Committee of European Banking Supervisors
(CEBS), 220
compensation of managers
pay for sustainable performance, 10, 221-227
performance-based pay, 215
models, 217
risks, 216-217
stock options, 53, 137, 216, 235
triggers, 238
US-style, 217
Say on Climate vote, 83, 223
Say on Pay vote, 218, 223
United Kingdom, 218
United States, 219
comply or explain mechanisms, 253, 266, 291,
312, 417
in benchmarks, 303
ESA Guidelines, 592
ESMA Guidelines, 274
NFRD, 555
SFDR, 205, 295
UK Corporate Governance Code, 92
conflict of interests, 115, 191
and benchmarks, 303, 691
with clients, 188
duty of disclosure, 310
of financial analysists, 288
in fit and proper testing, 16, 575, 583
and Global Financial Crisis, 687
and integration of ESG risks, 195, 2006, 512
of members of the management body, 589
MiFID II and IDD amended procedure, 11,
350-351, 353
and rating agencies, 288289
between stakeholders, 121
between stockholders and managers, 137
of verifiers, 392, 396
contingent convertible (CoCo) bond, 20, 687,
689-690
and skin-in-the-game bond
difference, 691
corporate culture, 8, 76, 85, 210, 513, 582
definition, 69, 157
and suitability, 577
and sustainability performance, 159
corporate social responsibility (CSR), 149, 452, 636
and agency theory, 64
committee, 235
definition, 105
and reporting, 13, 416, 449, 452
and stakeholder theory, 53
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Cote d’lvoire, 725
Covid-o, 3, 20, 24, 38, 188, 222223, 489, 713, 724,
728-731
crowdfunding, 20, 319, 322, 353, 745
green crowdfunding, 747—758
platforms, 753, 755
risks, 753-755
types and definitions, 747

Danone SA, 86, 389, 432
Denmark, 416—417
Deutsche Bank, 95, 205
digital financial inclusion
definition, 712, 715
OECD, 715
World Bank, 715, 734
indexes, 728
stance of Gz2o, 728
discrepancy index (DI), 237

Ecomill, 753, 756
Ligypt, 725
Enel
cross-currency swap with JP Morgan Chase,
672
cross-currency swap with Société Générale,
671
Enerzcrowd, 753, 756
Enron, 10, 217
Equator Principles (2020), 497
Ethiopia, 725
EU Climate Transition Benchmark, 269—271
EU Ecolabel, 253, 277, 370, 676
EU policy documents
Action Plan Financing Sustainable Growth
(2018), 17,194, 277, 357, 535, 554, 596,

599, 680, 743
Capital Markets Union Action Plan, 384, 552

commission guidelines on non-financial
reporting
supplement on reporting climate-related
information (2019), 68, 443
Company Law Action Plan (2003), 218
EU Green Deal, 3, 19, 87, 154, 194, 200, 228,
363, 370, 387, 431, 530, 558559, 590,
611, 631, 663-665, 673-675, 681682,
755
Financial Services Action Plan (1999), 723
Strategy for Financing the Transition to a
Sustainable Economy (2021), 13, 194,
433, 530, 555, 550, 502, 605
European Banking Authority (EBA), 191, 474,
488, 497, 513, 528, 536, 555, 565, 763
2021 Report, 557, 561-562, 567

Guidelines on Internal Governance, 577
implementing technical standards on Pillar
3,557
joint ESMA and EBA Guidelines on the
Assessment of the Suitability of
Members of the Management Body,
321, 577, 583, 585-580, 588, 592
mandate under CDR, 556
Furopean Central Bank (ECB), 362, 483, 497,
513, 519, 555, 574, 583, 016, 677
2021 climate stress test, 482
guide on climate and environmental risk, 200
guide to fit and proper assessments, 583-584,
586, 588, 591-593
guidelines on climate related and
environmental risks, 507
and SSM, 528, 541
Furopean Financial Reporting Advisory Group
(EFRAG), 88, 373, 418, 435, 443, 445
Global Reporting Initiative (GRI), 418, 435
European Insurance and Occupational Pensions
Authority (EIPOA), 539, 557
approach on suitability, 327-343
Furopean Investment Bank (EIB), 387, 627
European Securities and Markets Authority
(ESMA)
2022 supervisory briefing, 274
2022-2024 sustainable finance roadmap, 386
approach on suitability, 327-343
concept of minimum proportion, 326
and credit rating agencies, 396
Guidelines on Certain Aspects of the MiFID II
Suitability Requirements, 328, 333
Guidelines on Disclosure Requirements
Applicable to Credit Rating (2019),
285
Guidelines on Funds” Names Using ESG or
Sustainability-Related Terms (2022),
271, 273274
guidelines on product governance (2023), 321,
345, 348
joint ESMA and EBA guidelines on the
assessment of the suitability of
members of the management body.
See European Banking Authority
(EBA)
role in DLT pilot regime, 764
role towards sustainability rating agencies,
288289, 293, 310-311
supervision on disclosure, 252, 257
technical advice to the commission on MiFTD
II'and MiFIR, 200, 321, 351
European Systemic Risk Board (ESRB), 191, 362,
482, 486, 501, 567, 615, 677
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Eurosif, 252, 275
extraterritorial application, 7, 99, 408
Brussels effect, 99, 425
of disclosure regulation, 408
country-of-origin approach, 413
EU CSRD, 13, 425
principle of reciprocity, 414

fiduciary duties
breach of, 495
in EU commission’s agenda, 17, 559, 596, 599
of managers and directors, 7, 99
in US legislation, 93, 97
financial misconduct, 9, 179, 187
in conduct of business rules (COB), 189
and conduct risk, 192
countermeasures, 192
definition by FSB, 191
detrimental effects, 187, 192
ESG-washing, 204
and risk culture, 198
sources, 188, 199—200, 217, 221
Financial Stability Board (FSB), 528
definition of misconduct, 191
Guidance on Supervisory Interaction with
Financial Institutions on Risk
Culture (2014), 144
Principles for Sound Compensation Practices
(2009), 219
Task Force on Climate-Related Financial
Disclosures (TCFD), 5, 23, 92,
94, 411, 422424, 442, 488, 494,
497, 502
fit and proper testing, 16, 628, 630, 657
collective suitability, 584, 587
criteria
management body of banks, 583-584
definition and objectives, 575, 582
Dutch approach, 584, 586
ECB Guide to fit and proper assessments, 583,
580, 588, 592
of insurers, 583, 592
joint ESMA and EBA guidelines on the
assessment of the suitability of
members of the management body,
321,583, 5685, 592
France, 7, 86, 142, 417
French Association of Private Companies
(AFEP), 86
AFEP-MEDEF Corporate Governance
Code, 86
Grenelle II Act (2010), 416
law on the growth and transformation of
companies (Loi Pacte) (2019), 86, 432

Prudential and Resolution Authority, 510
Statute on the Duty of Vigilance of Parent
Companies and Ordering
Companies (2017), 85
Friedman, Milton, 52-53, 57, 84

G20, 142, 713, 716
financial inclusion, 723
G30, 144
Germany, 7, 95,142, 457, 653, 659, 753, 757
Bundesbank, 729
value chain act 2021, 85
Glasgow Financial Alliance for Net Zero
(GFANZ), 83, 98
Global Financial Crisis (GFC), 10, 53, 92,
130, 143144, 151, 179, 220, 473,
488, 497, 517, 520, 660, 665, 682,
686-687
and Basel Framework, 529, 531
and executive compensation, 218, 220, 238
and global financial inclusion agenda, 712
Global Reporting Initiative (GRI)
standards, 439, 442
good corporate citizen, 68—69, 82
Green Asset Ratio, 505, 507, 510, 558
green bonds, 626
disclosure, 12, 305
mandatory prospectus disclosure, 397—401
DLT-based green bonds, 761
in the EU policy, 3, 12, 387388
EEU proposed regulation, 12, 397, 558
and EU prospectus framework, 381, 401
and EU Taxonomy, 360, 362
general definition, 388, 686
objectives, 381
premium (greenium), 382, 390, 395
and UNSDGs, 672
Green Communication Index (GCl), 237
Green Performance Index (GPI), 237
Green Rocket, 753
green supporting factor, 500, 516, 534, 536, 543
green swan, 481, 489
greenbleaching, 345, 349-350
greenwashing, 589
definition
EU law, 337, 359
general, 386, 687
disclosure obligations, 204, 433
and EU Taxonomy, 9o, 357-378, 675
indirect, 371
risk of, 154, 209, 225, 237, 239, 327, 381, 761
stance of ESMA, 386
stance of SEC, 95
stance of the EU Commission, 387
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High Level Group on Economic and Social
Implications of Industrial Change, 450

High-Level Expert Group on Sustainable
Finance, 317, 385, 419, 534, 538, 553

Hong Kong, 142

HSBC. See Siemens Gamesa

India, 716, 725

Indonesia, 716, 725

ING, 671

Interfaith Center for Corporate Responsibility
(ICCR), 438

Intergovernmental Panel on Climate Change
(IPCC), 475

International Association of Insurance
Supervisors (IAIS), 590

International Capital Markets Association
(ICMA), 385, 391, 393, 400

International Corporate Governance Network
(ICGN), 222

International Financial Reporting Standards
(IFRS), 414, 434

International Financial Reporting Standards
(IFRS) Foundation
International Sustainability Standards Board

(ISSB), 5, 88, 412, 424, 434435, 446
Sustainability Accounting Standards Board

(SASB), 435, 439, 442443
International Labour Organization (ILO), 29, 70
ILO Declaration on Fundamental Principles
and Rights at Work (1998), 74, 81
ILO Declaration on Social Justice for a Fair
Globalization (2008), 29
Tripartite Declaration of Principles concerning
Multinational Enterprises and Social
Policy (MNE) (1977), 74
International Organisation of Securities
Commissions (I0OSCO), 5, 299, 412,
424, 435
International Sustainability Standards Board
(ISSB). See International Financial
Reporting Standards (IFRS),
International Financial Reporting
Standards (IFRS) Foundation
International Swaps and Derivatives Association
(ISDA), 671, 673
Italy, 440, 753, 756
Bank of Italy, 192

Japan, 229, 645, 704
Jordan, 727
JP Morgan Chase. See Fnel

Kenya, 725, 727

labour
child labour, 38, 58, 464
labour standards, 164, 261, 363-364, 632
Lemonway, 756
Lendosphere, 752
litigation, 142
ESG-related lawsuits, 7, 34-35, 96, 308
public interest litigation, 308, 495
US, 97
litigation risk, 187, 475, 510
definition, 494
as transition risk, 494
London Interbank Offered Rate (LIBOR), 304,
666
Lumo, 752, 755

margin ratchet, 394
definition, 389
materiality
climate change materiality assessment, 412,
508, 603, 614
double materiality, 10, 68, 559, 562, 574
in EU law, 255, 283, 419, 440, 446
practical challenges, 440
stance of GRI standards, 439, 442
stance of the ISSB, 435
in sustainable reporting, 88
materiality matrix, 119
notion, 435, 439, 441
in financial disclosure, 439
single materiality, 10, 254-255, 442
stance of the EIOPA, 203, 602
stance of the Task Force on Climate-Related
Financial Disclosures (TCFD), 411
sustainability-related materiality, 252, 272, 277
UK approach, 421, 442
US approach, 422
Mexico, 725
Michelin, 82
Milieudefensie v. Royal Dutch Shell, 96, 495
mis-selling, 191, 344345, 350, 393-394, 512
in EU law, 336
and greenwashing, 337
scandals, 150
Moody’s, 82
moral hazard
and asymmetric information. See asymmetric
information
in the CoCo bond, 690
collective moral hazard, 138
managerial moral hazard, 158, 220
in green derivatives, 666
in the skin-in-the-game bond, 19, 687,

690, 709
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Morocco, 725
Mozambique, 725
Myanmar, 725

name’s rule

ESMA Guidelines. See European Securities
and Markets Authority (ESMA)

US law, 94

Namibia, 730

Nasdagq, 95, 659

Netherlands, 17, 603, 659, 752, 755, 759
application of fit and proper criteria, 583-584,

586
Dutch Central Bank, 17, 510, 575, 583-584,
586, 501

supervisory practices, 575, 590

Network for Greening the Financial System
(NGFS), 4, 475, 497, 528, 552

Network for Sustainable Financial Markets, 438
New Zealand, 645
NGOs, 13, 371, 438, 625, 633, 635
Nigeria, 725
Norway, 659, 716

Oneplanetcrowd, 752, 755
operating expenditure (OpEx), 89, 296, 361, 443
Organisation for Economic Co-Operation and
Development (OECD), 713, 716, 730
declaration on international investment and
multinational enterprises, 72
definition and objectives of financial literacy,
731732
definition of digital financial inclusion, 715
definition of financial education, 732
Due Diligence Guidance for Responsible
Business Conduct, 73
Due Diligence Guidance for Responsible
Supply Chain of Minerals from
Conflict-Affected and High-Risks
Areas, 81
Guidelines for Multinational Enterprises, 70,
72, 96
High-Level Principles on the Evaluation of
Financial Education Programs, 732
Principles of Corporate Governance, 108
Report on ‘New Forms of Work’, 40
own risk and solvency assessment (ORSA), 17,

580, 598, 601-604, 612-615

Pakistan, 725

Parmalat, 217

penalty
in bank prudential rules, 517
as last resort, 15, 520

penalty in green derivatives, 671-673, 688, 690
trigger penalty, 691-692
coupon withholding
definition, 692
full write-down, 692, 703
definition, 692
permanent coupon loss, 701-702
definition, 692
temporary coupon loss, 692, 696, 707
definition, 692
Peru, 725, 730
Philippines, 725, 727
Principal Adverse Impact Statement (PAI
Statement), 2506, 268, 271, 276, 330
definition and objectives, 257, 267
scope, 256-257
template, 257259, 267

risk culture, 513
definition, 144, 155, 161, 163, 193
BCBS, 144
F'SB guidance, 144, 162
and suitability, 577
UK regulatory approach, 146
Royal Ahold, 217
Russian Federation, 229
Rwanda, 725

Say on Climate vote. See compensation of
managers
Say on Pay vote. See compensation of managers
SBM Offshore, 671
Schneider, 82
Schréders, 82
second verifiers
criticism, 392
in ICMA principles, 392-393
Securities and Markets Stakeholder Group, 330,
335, 337, 340, 351
Senior Managers Regime. See United Kingdom
shareholders
enlightened shareholder value, 6, 55-57
definition, 52
as instrumental stakeholderism, 60
and Pieconomics, 61-63
shared value, 57-59
radical shareholder value, 59-61
relationship between ownership and
management, 65
shareholder primacy, 93, 99, 108, 410, 426
shareholder value theory, 52
shareholder value/wealth maximization, ss,
60, 60, 74, 139, 141, 223, 410,
426, 441
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vote and rights, 83, 437
Say on Pay vote. See compensation of
managers
Siemens Gamesa
fixed-for floating IRS with HSBC, 673
foreign exchange swap with BNP Paribas, 672
Singapore, 142
skin-in-the-game bond, 19, 390, 394
ESG skin-in-the-game bond, 698—704
general functioning, 6go-694
nuclear skin-in-the-game bond, 704—709
parties, 694-695
as a tool of sustainable finance, 686—709
valuation, 695-697
social bonds, 18, 389, 620, 686
social impact bonds, 388—389
Société Générale. See Enel
South Africa, 229, 716, 725, 727
South African Reserve Bank, 729
South Korea, 645
stakeholders
contemporary stakeholder theory, 109
criticism, 61
enlightened stakeholder theory, 56
Pieconomics, 61-63
relational capital, 109
definition, 7, 109
representation of stakeholders, 123, 303
stakeholder capitalism, 64, 8o, 105
stakeholder engagement
models for measuring satisfaction, 127-129
social accounting, 126-127
stakeholder theory
criticism, 54
stakeholder value, 6, 8, 63, 110, 125, 159
stakeholderism, 7, 84, 105
criticism, 59
types, 6061, 76
stakeholders’ pressure, 104, 125, 154, 150, 161,
167, 235
stakewatcher, 119
stewardship, 82, 222, 504, 601, 612, 018
codes and principles, 142, 223
2020 Stewardship Code UK, 82, 223
EFAMA Stewardship Code, 70
ICGN Global Stewardship principles, 70
obligations, 70
systematic stewardship
definition, 437
stress testing, 156, 508, 601, 612
bank supervisors, 510
in banking regulation, 512, 518, 536, 547, 565, 566
climate stress tests, 4, 482, 510, 518, 562, 579
scenarios, 510

783

definition, 156
macro-stress testing, 14, 482
supervisory stress testing, 191, 566, 578
suitability test
in the appointment of managers and board
members. See fit and proper testing
sustainability preferences in investment
services, 271-272, 327, 333, 330, 341,
343, 350, 352
Sustainability Accounting Standards Board
(SASB). See International Financial
Reporting Standards (IFRS),
International Financial Reporting
Standards (IFRS) Foundation
Sustainability Committee, 235, 585, 587
sustainability culture
definition, 158
Switzerland, 407, 415, 645, 759~700
approach to ESG dirsclosure, 423
Green Fintech Network, 744
Swiss financial market supervisory authority
(FINMA), 423

Tanzania, 725, 727
Task Force for Nature-Related Financial
Disclosures, 24-25
Task Force on Climate-Related Financial
Disclosure (TCFEFD). See Financial
Stability Board (FSB)
Task Force on Digital Financing of the
Sustainable Development Goals,
744
Tesco, 82
theory of planned behaviour (ATPB), g, 156, 178
definition, 165
tort law. See civil liability (including torts)
total, 82
tragedy
of the commons, 137-138
of the horizons, 137-138, 480, 497, 519
Turkey, 229, 725

Uganda, 727, 730
Ukraine, 704
Unilever, 58-59
United Kingdom, 7, 13, 92, 142, 150, 216-217, 399,
407, 438, 604
2020 Stewardship Code, 223. See also
stewardship
approach to executive pay, 218-220, 224, 228
approach to risk culture, 146-147
Bank of England, 83, 148, 477, 483, 509510,
729
Brexit, 85, 87, 415, 421
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United Kingdom (cont.)
British Academy, 433, 488
Companies Act, 81, 91, 421, 442
The Companies (Strategic Report) (Climate-
related Financial Disclosure)
Regulations 2022, 92
corporate governance code, 92
fiduciary duties, 142
Financial Conduct Authority (FCA), 146,
190192, 398, 421
approach to sustainability-related
information, 421
Financial Reporting Council, 82
Financial Services Authority (FSA), 219
Green Finance Technical Standards
Commission, 421
Green Fintech challenge, 744
Institute of Directors, 82
name’s rule, 273
Prudential Regulation Authority (PRA),
146-147, 608
regulatory approach to green finance, xx
Senior Manager’s Regime, 8, 135, 146, 150
Walker Review, 219
United Nations
2023 Agenda for Sustainable Development, 3,
552, 724
Sustainable Development Goals, 3, 7, 20,
27-28, 103, 134, 201, 317, 391, 552, 663,
671672, 744, 748
Global Compact, 70-71, 96, 222, 268, 418, 449
Guiding Principles on Business and Human
Rights, 71, 73-74, 96, 364, 418
Human Rights Council, 71, 450
International Bill of Human Rights, 81, 97, 364
Paris Agreement, 3, 130, 147, 200, 224, 259, 270,
300, 317, 391, 411, 476, 497, 519, 614,
631, 748
Principles for Responsible Investment, 63, 83,
222, 320, 495, 497
UNEP FTI’s Principles for Responsible Banking,
103
United States, 645, 716

Commodity Futures Trading Commission
(CFTC), 19, 413, 425, 677, 679
Delaware General Corporation Law (DGCL),
93,97, 423
Caremark Standard, 9798
Dodd-Frank Act 2010, 93, 219, 413, 682
Investment Advisors Act 1940, 92
Investment Company Act 1940, 92
Sarbanes-Oxley Act 2002, 93, 218, 413
Securities Act 1993, 92
Securities and Exchange Act1934, 92
Securities and Exchange Commission (SEC),
413
enforcement powers, 95, 97
rule-making powers, 93, 95
Climate-Related Disclosures, 94, 421
name’s rule, 94
staff guidance on shareholder proposals, 83
US tax code, 216

value chain, 27, 29, 161, 635
in benchmarks, 306
ESG value chain, 190, 200
EU rules, 33, 75, 85, 87
scope of application, 7, 99
financial institutions, 574
definition, 196, 614
German law on due diligence, 85
ILO’s stance, 29
litigation, 34
Vietnam, 142, 725
Vivendi, 217

Walmart, 58-59
World Bank, 40, 718, 724, 761
Consultative Group to Assist the Poorest
(CGAP), 724
definition and objectives of digital financial
inclusion, 715, 734
definition of financial inclusion, 712
WorldCom, 217

Zambia, 725, 730
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