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Executive Summary

Risks stemming from climate change and broader 
environmental issues are changing the risk picture for 
the financial sector and will become even more 
prominent going forward. This raises the question as to 
whether the prudential framework can sufficiently 
account for these new risk drivers.

In the paper, the EBA initiates the discussion on the 
adequacy of the current prudential framework with 
regards to environmental risk factors and evaluates 
pros and cons of different possible adjustments of the 
framework in order to fully capture the impacts of ESG 
factors ensuring, at the same time, a sound risk-based 
approach for the computation of capital 
requirements.

The EBA encourages further developments in the use 
of mechanisms under the first pillar to adequately 
capture environmental risks and stresses the 
importance of collecting relevant and reliable 
information on environmental risks and their impact on 
the financial losses of entities
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The Discussion Paper (DP) initiates:

▪ the discussion on the appropriateness of the current prudential framework to address environmental risk drivers and

considers the potential justification for a dedicated prudential treatment of exposures substantially associated with

environmental and/or social objectives and those subject to environmental and/or social impacts

▪ the assessment of the need and justification of potential changes to the Pillar 1 prudential framework does not draw final

conclusions. The feedback received will be used as input to the EBA's work on reporting required under the CRR and IFR

The impact of climate change, the needed transition to a sustainable economy, and other environmental challenges are bound to

transform our society

The environmental risks are expected to become more important in the future and will change the risk picture for the financial

sector, which has an important role:

▪ in terms of financing the transition

▪ in managing the financial sector risks

The environmental risk factors have been identified as sources of financial risks that can materialize through traditional prudential risk

categories

The first phase of EBA's work in this area focused on ensuring sound governance, strategy and risk management of ESG risks and

implementing disclosure on key metrics. In the second phase, the EBA must provide an assessment of the need for potential changes

in the first pillar supervisory treatment

At the international level, the BCBS is investigating the extent to which climate-related financial risks can be adequately incorporated

in the existing Basel framework, identifying potential gaps and considering possible enhancements to the framework
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• The prudential framework in the EU ensures the sound capitalization of banks and promotes prudent risk management in order to avoid or mitigate

disruptions in the financial system that could impact the entire economy.

• Although the overall structure of the prudential framework has remained unchanged, it has been modified over time to reflect the emergence of
new risks by providing some flexibility that allows for the inclusion of new risk factors in the definition of capital requirements

Key points

The paper does not aim to introduce new definitions of activities substantially contributing to the achievement of environmental

objectives (‘green’ activities) or environmentally harmful activities, which is deemed out of the scope of the mandate entrusted to the

EBA. Instead, available definitions and categories from the EU regulatory framework or the literature are used, all the while recognising

that these definitions and categories need to be further developed. The EBA is mindful that the EU classification system defining

environmentally sustainable economic activities, i.e. the EU Taxonomy is of particular importance

While this DP focuses on the analysis of Pillar 1 own funds requirements, it is acknowledged that these requirements cannot cover all risks

faced by credit institutions and investment firms. In the prudential, framework Pillar 1 requirements are complemented by Pillar 2

additional own funds requirements, which are based on the institution-specific analysis performed by competent authorities. This way,
Pillar 2 allows appropriate recognition of different business models and specific risks

The EBA has separately published considerations for ESG bonds for own funds and eligible liabilities instruments, providing an overview of

the identified risks as well as policy observations and recommendations on how the clauses used for ESG issuances and the eligibility

criteria for own funds and eligible liabilities instruments interact

The EBA carries out some analyzes to understand the extent to which environmental risks are reflected in the accounting values of the

exposure and, in particular, if the adequate accounting framework and adequate measure of these risks which in turn may affect the

regulatory capital and the exposure assessment. Therefore, it is also important to monitor the evolution of accounting rules and the

framework for sustainability reporting in order to ensure that related environmental issues are relevant
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• The EBA has chosen a risk-based approach for changes to prudential treatment, which can help facilitate the recognition of the impacts of

environmental risk factors on financial risks, thus ensuring that those risks need to be capitalized and so those risks are applied more thoughtful

• The EBA's objective is to explore whether there are specificities in the risks ("risk differential") of certain exposures taking into account the following
key elements

The risk-based approach is not intended to 
incentivize institutions to redirect capital or to use 

prudential regulation to increase the demand for 

green assets or penalize environmentally harmful 

assets ...

... as it could have some unwanted consequences

on financial stability such as:

• Undermine the credibility, adequacy and

efficiency of prudential instruments, hindering the
ability of these rules to meet their primary

objectives of guaranteeing security, soundness

and financial stability

• Directly pushing capital into green assets could

also cause funding risk to build up with

counterparties that are still economically

uncompetitive and lacking credible long-term

strategies

• In case of limitations on the financing of
environmentally harmful sectors, this could have

unintended consequences such as preventing

the financing of transition activities which would

help these sectors to become more sustainable

An important concept to consider is that of "double 

materiality" ...

… where the environmental risks for entities can be

defined as the negative materialization of environmental

factors through their counterparts or the assets invested. In

particular:

• From an external point of view (financial significance),

the economic and financial activities of the

counterparties or the assets invested may be adversely

affected by environmental factors, which affect the

value of these assets

• From an internal-external point of view (environmental

materiality), the economic and financial activities of
the counterparties and of the invested assets can have
a negative impact on environmental factors, which in

turn could become financially significant when this

impact affects the value of these assets

A risk-sensitive prudential framework should therefore

take into account both of these perspectives to the

extent that they affect the credit, market and operational

risks of institutions

A fundamental challenge of 

environmental risks is the 

question of so-called 

"negative externalities" ...

… where the detrimental

effect of buying a carbon-

intensive product is not felt

by the buyer, but by society

at large. To correct the 

problem, there is a need for 
greater recognition of 
environmental factors and 

risk factors in pricing and 

capital allocation 

mechanisms
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• Environmental factors can have a positive or negative impact on the financial performance or solvency of an entity, whether sovereign or

individual. Institutions can be affected by environmental factors through their core activities, i.e. through their exposures to counterparties and

through their invested assets. Environmental risks should therefore be understood as the negative financial impacts resulting from

environmental factors on the counterparties of institutions or on the assets invested

• Environmental risks should not be viewed as an entirely new category of financial risk, but rather as risk factors that translate through a

number of channels into traditional financial risk categories

Risk Drivers Transmission Channels

E
N

V
IR

O
M

E
N

TA
L

Physical

(Acute, Chronic)

Transition 

(policy changes, 

technological 

changes, 

behavioural

changes)

Lower profitability

Lower real estate value

Lower household wealth

Lower asset performance

Incresed cost of compliance

Incresed legal costs

Financial Risks

Credit Risk

Market Risk

Operational Risk

Concentration Risk

Strategic and reputational Risk

• Some aspects of the prudential framework are not dealt with in depth in this Discussion Paper such as:

• securitisations framework

• liquidity indices, which are based on short-term indicators contrary to the forecast that environmental risks materialize

over longer time horizons

• leverage ratio, which does not specifically interact with environmental risks
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• Lack of relevant, high quality and granular 

data

• Lack of a common, standardized and 

comprehensive classification system

• Tariff barrier for access to high quality data 

in the field of identification and adequate 

assessment of physical risks and translation

into financial impacts

• Challenges in the use of ratings/scores ESG: 

ESG ratings and scores may suffer from poor 

quality, limited and variable scope and lack 

of transparency on the underlying 

methodologies used

• Complexity of the analysis, as the 

granularity of the classifications for what 

can be considered green and harmful

• The prudential framework is calibrated on 

the basis of historical data

• The available datasets do not include

sufficient or comparable information on 

losses due to climate-related events or 

transition trends;  this creates difficulties in 

identifying the relevant risk factors and 

uncertainties about the transformation of 

these risk factors into financial risk indicators

• Data deriving from periods of stress or 

recession in financial markets already 

observed may not be appropriate to 

capture environmental risks

• Existing estimation techniques are not able

to sufficiently measure forecast financial

impacts, driven by physical events or by 

turning points of transition, making it more 

difficult to translate environmental risks into 

financial risks and potential losses

Data availability and other challenges 

in the measurement of ESG risks

Challenges in the estimation of losses 

due 

to environmental risk factors

Challenges due to the nature of 

environmental risks

The following describes the main challenges to consider when assessing ESG risks and their integration into regulatory metrics

• There is a potential discrepancy between 

the time horizon of the Pillar 1 framework

and the long-term time horizon against

which environmental risks are likely to fully 

materialize. 

• The key requirements of first pillar own funds

are:

o The losses that the institution expects to 

incur are not covered by the own funds 

requirements

o Own funds requirements are mostly 

related to institutions 'existing exposures 

and do not reflect possible changes in 

institutions' balance sheets

o Pillar 1 requirements are designed to 

protect institutions from existing risks with 

very high confidence levels

o The first pillar own funds requirements 

are complemented by additional

second pillar requirements
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• The EBA has the task of assessing whether a dedicated prudential treatment, understood as a specific additional treatment for green and / or

harmful to the environment, is justified, which would be distinct from the common Pillar 1 regime based on risk considerations based on the

data

• When considering the introduction of dedicated treatment, an understanding of the extent to which environmental risk factors are already

reflected in the prudential regime is needed to ensure that environmental risk factors are adequately captured, avoiding underestimation or

double counting that would undermine the consistency and solidity of the prudential framework. Therefore, it is considered that the

introduction of a prudential treatment should also be explored through the improvement of the existing prudential framework. It is therefore

appropriate to assess the degree to which the existing prudential framework already captures or may be able to capture the financial risks

deriving from environmental risk factors is therefore a fundamental aspect

The EBA supports the following approach:

A prudential risk-based perspective should underlie the assessment of the justification for modifying the prudential framework

Key conditions for assessing the justifications for modifying the prudential treatment are gathering the empirical evidence as to the risk

differentials or specific risk profiles of exposures associated with environmental objectives / subject to environmental impacts, and 

evaluating whether any such risk differential or specific risk profile can be captured by the existing rules

In considering how the risk-based approach can be more accurately reflected in the prudential treatment of exposures associated with 

environmental objectives / subject to environmental impacts, preference should be given to consideration of enhancements within the 

existing Pillar 1 framework, rather than to the use of supporting or penalising factors

The forward-looking and non-linear nature of environmental risks needs to be considered further, given the current role of the Pillar 1

framework, the lack of environment-related attributes in existing historical data for measuring risk, as well as the relevance of forward-

looking information with respect to environmental risks
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Evidence of a risk differential between green and environmentally harmful assets appears to be rather scarce. This does not imply that a risk differential

does not exist or could not emerge in the future. Existing research is focused in particular on retail mortgages in the context of climate risk. Studies are

also presented on corporates, sovereigns and other retail exposures.

Real Estate Exposures

Climate risk can impact both the collateral value (and

as such the LGD) as well as the probability of default (PD)

of mortgage borrowers:

❑ With regard to the collateral value, there is some

evidence that energy efficiency may be a

determining factor for the price of real estate.

Moreover, some studies observe a relatively modest

and short-lived drop in property prices following

climate events in areas with more awareness and

experience of extreme weather events.

❑ With regard to the probability of default, a number

of studies have found a significant, negative

correlation between energy efficiency and

mortgages’ probability of default, and evidence that

the degree of energy efficiency matters.

Corporates

Corporates can be impacted by

environmental risks for instance through a

decrease in profitability. This is also explored

by the academic literature, which indicate

that environmental risks, or ESG risks more

broadly, are drivers of financial risks.

Sovereigns

Sovereigns are impacted by climate risk

through physical and transition risk channels

affecting, for instance, tax income, and the

wider economic performance. However,

research on climate risk and sovereigns

remains limited to date

Other Retail

Retail exposures can be

impacted in various ways, for

example through the effects on

retail clients’ wealth or tax

regulation impacting income

and the ability to repay debt.

Existing research on other retail

exposure is scarce.

The introduction of environmental factors in credit risk assessment shall be considered with regard to:

Standardized 

Approach

Internal Rating Based 

Approach
Simplified Approaches
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The Standardized Approach (SA) represents on average around 40% of all credit-risk-weighted exposure amounts in the
European Union and will be also relevant for credit risk exposures under the IRB Approach with the implementation of the
Basel III reform, whereby banks’ capital requirements calculated using internal models are constrained by a lower bound
based on a percentage of the risk-weighted exposure amounts that would have resulted using the SA.

The interaction between environmental risks and the SA framework can be analysed through the following points

External credit 
assessments

Due diligence
Credit mitigation 

techniques

Exposures secured 
by immovable 

properties

Prescribed risk 
weights
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Credit rating agencies (CRAs) shall ensure that ratings are based on an analysis of all the information available however, the

inclusion of environmental or social aspects is not explicitly mandatory.

Currently, environmental factors are captured unevenly across credit rating agencies and sectors. Ensuring robustness of credit

assessments, including the methodologies in place for incorporating environmental factors, is crucial for an appropriate use of

credit ratings in the SA.

External 
Credit 

Assessments

The current prudential framework includes due diligence requirements as a safeguard when using external credit assessment.

This requirement will be further enhanced in the CRR3 proposal, which specifies that when the due diligence assessment

reflects higher risk than the external credit assessment, a risk weight penalty is applied.

The due diligence shall be further extended to ensure that environmental aspects are properly considered in the risk

assessment. For smaller credit institutions, the proportionality principle should also be considered.

Due 
Diligence

The Credit Risk Mitigation (CRM) techniques allowed by the CRR under the SA approach can be distinguished between

funded and unfunded credit protection.

The unfunded credit protection (UFCP) refers to situation where the institution relies on the payment by a guarantor, while the

funded credit protection (FCP) refers to the presence of financial collaterals.

In both cases environmental considerations shall be integrated in the assessment of the protection provider and in the

evaluation of the collaterals and in their re-evaluation over time.

Credit 
Mitigation 

Techniques
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Environmental risks can affect the valuation of immovable property through the impact of physical risks, such as

natural events, or transition risks, via energy prices and the energy efficiency of the property.

The value of immovable is reflected in the resulting risk weight, and hence environmental risks affect capital

determination through the impact on immovable property valuation.

Exposures 
Secured by 
Immovable 
Properties

Any adjustments to the risk weights of the SA framework should be risk-based:

▪ Further empirical evidence on risk differentials should be collected prior to proposing any amendments

▪ With regard to corporate exposures, while the EU Taxonomy could give room for further differentiation of risk

weights, a prudential treatment would need to rely on a risk-based assessment which the taxonomy is not

designed to provide

▪ With regard to retail exposures, any adaptation of the risk weight to account for environmental risks would be

particularly challenging since is far less clear to determine which of the retail exposures could be considered

green or environmentally harmful.

Prescribed 
Risk Weights
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In the Internal Rating Based (IRB) framework, the following steps can be identified for the estimation process and
determination of own funds requirements.

Each of these steps can be influenced by considering environmental factors.

Any adjustments in the IRB framework should be aimed to increase the accuracy of credit risk measurement and therefore

they should not lead to an undue decrease in the model performance, despite potentially higher reliance on experts’

judgement.

Moreover, an appropriate balance should be found between the need for accurate model predictions and undue

variability among institutions created in the case of too much reliance on subjective assessment.

Establishing of the 

reference data set 
(RDS)’

Development of the 
rating system using 
historical data, risk 

differentiation

Development of the 
rating system using 
historical data, risk 

quantification

Application of the 
rating system to the 

current portfolio

Calculation of own 

fund requirements
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Environmental risks may not be directly linked with the mere identification of the defaults, nor with the actual calculation of

realised LGDs and CCFs. However, the materialisation of some environmental risk factors could be considered as unlikeliness

to pay.

The identification of all relevant environmental risk drivers could be challenging for the institutions which may struggle to

ensure the completeness of the RDS. This holds in particular for past exposures, for which information on environmental risks was

not necessarily collected.

With regard to the LGD estimation, one specific element of the RDS is the valuation of the collateral. Already now valuations

often include considerations about environmental risks, however no specific requirement is foreseen on this aspect.

Establishing 

of the 

Reference 

Data Set

All relevant information should be taken into account when assigning obligors or facilities to grades or pools. In particular

environmental risk can be part of the model design in two ways:

▪ They are part of the RDS and have led to a materialization of defaults

▪ They are included through expert-based qualitative variables

In general it would be possible to include environmental risks which have not led to historical credit losses, however this may

impede model performance evaluation, since it is assessed on historical observations.

The existing mechanism of annual review of estimates could help to solve this issue, since missing relevant environmental risk

drivers would be included as soon as the related defaults and losses start to materialize

Risk 

Differentiation
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When quantifying the PD, environmental risks may in principle be reflected, indeed institutions should ensure that the long run

default rate is representative of the likely range of variability of default rates.

With regard to LGD and CCF, the downturn nature of the estimates should theoretically include any environment-related

deterioration. However, market conditions caused by environmental risks are significantly different to those of an economic

downturn. Therefore, the ‘environmental downturn’ may be difficult to validate.

Environmental risks could be included via margin of conservatism in case no sufficient data are available.

Finally, it could be useful to introduce some ‘calibration segments’, where the risk quantification would be performed

separately between exposures impacted or not by environmental risk drivers in order to avoid possible representativeness

issues.

Risk 

Quantification

Environmental factors could be included In the application phase, where further adjustments to the model are possible either

in the form of ad hoc conservatism, or in the form of overrides.

Application of 

the Rating 

System

The RW formula does not explicitly refer to environmental risks, however, on the PD side, it can be discussed whether further

differentiation on the correlation coefficients could be introduced based on environmental risks.

Additional consideration would have to be given to the LGD and CCF parameters, as well as to preventing any double

counting if similar factors have already been incorporated in the modelling.

Calculation of 

Own Funds
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Institutions using internal approaches for calculating own funds requirements have the possibility, for certain asset classes, to
use simplified approaches which include the slotting approach and the foundation IRB (F-IRB) approach.

Environmental factors can be considered in both approaches.

Slotting Approach

▪ The slotting approach con be used for specialised
lending exposures and makes an extensive use of
human judgement in the form of subjective input
data.

▪ Environmental risk drivers are not directly mentioned
in the set of sub-factors to be considered however

they are indirectly captured by some of the sub-
factors (e.g. ‘insurance against damage’, ‘political
and legal environment’ as well as ‘security
package’)and can be added as additional sub-

factor components.
▪ In the absence of empirical data on environmental-

risk-related losses on specialised lending exposures,

any recalibration of the risk weights would be highly
speculative, with a risk of double counting

F-IRB Approach

▪ Under the F-IRB Approach, institutions have to use 

regulatory values for the LGD and CCF parameters.
▪ On the LGD side, it is worth noting that the drivers used 

for the differentiation in this approach indirectly and 
partially capture environmental risks. Indeed, the LGD 
values depend on the credit risk mitigation associated 
with each exposure, which factors in environmental risks 
indirectly (e.g. via haircuts or the credit risk of the 
guarantor)

▪ With regard to CCF, the impact of environmental risks is 

expected to be generally limited
▪ The recalibration of risk parameters, could be reassessed

in light of future environmental risks. At this stage such an
assessment would not be possible due to lack of
evidence on a risks differential and the respective levels
of losses
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Environment-related adjustment factors are frequently discussed, which would increase capital requirements for environmentally harmful exposures or

decrease capital requirements for environmentally sustainable exposures.

In the table below it is reported the main arguments for and against adjustment factors related to environmental risk drivers, from a prudential

perspective and a public policy perspective.

PROS CONS

P
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▪ Theoretically better risk profile of sustainable assets in a transition 

to a more sustainable economy

▪ Adjustment factors would help the recognition and pricing of 

risks which largely materialise in the medium to long term

▪ Increased capital requirements for exposures associated with 

higher environmental risks would strengthen the solvency of 

institutions

▪ Adjustment factors could correct potential over-reliance on 

historical data

▪ Homogeneous application throughout the EU

▪ Adjustment factors would stimulate credit institutions to develop 

screening criteria and methodologies

▪ Adjustment factors may not be risk-sensitive, leading to possible 

weakened resilience of institutions

▪ Risk of double counting

▪ Increased capital requirements could lead to a shift in financing 

of less sustainable borrowers to non-bank financial intermediaries

▪ Adjustment factors may misrepresent the dynamic development 

of environmental risks

▪ The Pillar 1 framework may have limitations in terms of fully 

accounting for environment risk drivers due to its evidence-

based nature and embedded time horizon

▪ Adjustment factors could lead to reduced lending scrutiny and 

disproportionate risk taking

P
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▪ Alignment with public policy

▪ Suboptimal policy measure, other financial and non-financial 

tools may be more suitable

▪ May not support transition

▪ Increased capital requirements could constrain the flow of 

capital required to enable the transition towards sustainability

▪ There is no clear indication that currently adopted supporting 

factors have significantly stimulated lending
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Financial instruments subject to market risk will most be affected by environmental risks.
▪ It is not clear yet to which extent environmental risks can lead to an increase in the magnitude of the shocks observed historically in a period of stress, and

accordingly to which extent market risk is sufficiently capitalized
It is important to investigate policy options to address environmental risks in the context of market risk, and to do so by catering for the specificities of the
market risk framework.
▪ Leveraging on existing practices, institutions could be required to estimate the impact of environmental risks where the internal models are not able to

account for these risks on the basis of historical data only
▪ A similar approach could be designed for banks not relying on internal models, as the SA is mostly based on a variance-covariance model. Alternatively,

specific adaptations to the Residual Risk Add-On (RRAO) framework could be considered.

Standardised Approach - SA Internal Model Approach - IMA

▪ to use projections based on forward-looking climate and other
environmental risk-related scenarios for risk weights (significant divergence
from the existing approach).

▪ another alternative: include a dimension reflecting environmental risks
when defining the buckets into which a risk factor falls.

▪ Banks could be required to adjust their historical data so as to account for
potential future (non-historically observed) dynamics.

▪ Another option: consider environmental risks outside the existing
framework, but the regulatory framework as it stands requires banks to
capture all material risks within their internal model.

Any solution envisaged for credit risk should potentially be replicated when
capturing default risk in the trading book.

Any solution envisaged for credit risk should potentially be replicated when
capturing default risk in the trading book via the DRC.

In the FRTB SA, banks are required to compute a residual risk add-on for
instruments with exotic underlyings (i.e. weather options) or bearing residual
risk.

The correlation framework already embeds some conservatism as there
already is a broad requirement to protect against correlation scenarios
different to those historically observed.

RRAO framework would need to be adjusted as it is not risk-sensitive and the
scope of RRAO would have to be extended to include instruments which can
be affected by environmental risks.

One possibility to reflect the forward-looking nature of environmental risks in 
the prudential framework could be to require incorporation of environmental 
risks into such a stress testing programme. 
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Environmental risk factors could function as a driver of any of the loss type categories, because they can materialise and impact banks in very

different ways.

A key challenge is the lack of data to identify how environmental factors have an adverse impact on the operational risk inherent in banks.

▪ As a first step, institutions are required to identify environmental factors as triggers of operational risk losses on top of the existing risk taxonomy.

This would also allow identification of whether the part of operational risk that is associated with environmental factors is material, and

whether there is an increasing trend in this risk.

▪ The SA framework includes historical data, but there is no forward-looking component at the moment. Any forward-looking element would

therefore require a revision of the methodology. Such amendments could be considered once clear evidence and robust data become

available.

Strategic Risk

Strategic risks can be driven by environmental risks

through a change in the business environment and the

need to adapt the business model accordingly.

• Strategic risks stemming from environmental risk drivers

are difficult to capture through a onesize-fits-all

measure.

• Any measure introduced to capture the strategic risks

stemming from environmental risk drivers should allow

appropriate recognition of institutions’ different

business models and their specific risks.

Reputational Risks

Reputational risks can be driven by environmental risks 

through an increasing difficulty in attracting and 

retaining customers, employees, business partners and 

investors. 

• Supervisors should not reflect it in the scoring of 

operational risk but consider it as part of the business 

model analysis and/or the liquidity risk assessment.

• Like strategic risks, reputational risks are institution-

specific, which makes it unfeasible for them to be 

addressed under the Pillar 1 framework
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The impact of environmental risks on institutions and financial stability will vary based on multiple factors, among which are the sectoral

and geographical concentration of assets.

The concentration risk related to environmental risk drivers is currently not explicitly addressed in the Pillar 1 framework, but could be

extent implicitly through the existing mechanisms.

Amending the LEX regime 

▪ Amending the LEX regime to address environmental

risks explicitly would require a reorientation of its

objective and design and would therefore not be

warranted.

▪ It could be considered whether supervisors could

benefit from additional reporting on the largest

exposures subject to environmental risks

Introducing a new monitoring and reporting standard 

▪ However, enhancing the LEX regime’s reporting obligation

or Introducing a new monitoring and reporting standard

could be considered helpful to improve the understanding

of the size of exposures subject to environmental risks.

▪ Introduction of a new concentration limit while ensuring the

ability for banks to finance the transition of their

counterparties would call for a careful design. The design

of such an instrument would have to carefully consider the

scope and definitions as well as calibration issues.

Various dimensions of concentration risk are currently dealt with under Pillar 2.

▪ The supervisory approaches could potentially be further enriched by the assessment of concentration towards counterparties

engaged in activities which are subject to environmental risks.

▪ The EBA welcomes views as to whether this approach should be complemented with a new concentration limit or new reporting

and monitoring requirements in Pillar 1 to ensure a minimal level of harmonisation and comparability across the EU
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