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1. Climate change is increasingly evident
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2. Climate change affects our economy

Panama Canal to reduce booking slots  Heatwaves and wildfires deter tourism German Floods Cost a Record
due to drought over coming months with lasting economic effects $40 Billion, Munich Re Estimates

Climate change is pushing up food v Wider LA areas will be ‘more flammable’ due to

. . - » =
prices — and worrying central banks X climate change, study finds
4 Climate change caused primarily by fossil fuel burning had increased the likelihood of the
Shifting weather patterns are reducing crop yields and squeezing supplies, creating what ~ —— . "_‘,,- | California fires, scientists say

could become a permanent source of inflation
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3. Economic losses from climate change

Annual economic losses from by weather- and climate-related
extreme events in the EU Member States

Billion EUR (2023 prices)
70

> Between 1980 and 2023, losses are m
estimated at EUR 738 billion in the EU

» Average annual losses (constant
. . . 40 Storms (including lightning and hail)
prices) keep increasing B ot o

> Limited number of events is -
responsible for a large proportion of the =
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In August 2023 Slovenia was hit by intense floods that are estimated to have caused

damage to homes, infrastructure and business equal to 8% of GDP
EMOS

EMOS core module on economic and finance statistics 5


https://www.eea.europa.eu/en/analysis/indicators/economic-losses-from-climate-related

4. Key EU policies to combat climate change
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Methane
Regulation
Emissions
Trading
Systems
Corporate (ETS-1/11)
Sustainability
Due Diligence
Directive (CSDDD)

EU Deforestation
Regulation (EUDR)
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Green Deal
Legislation affecting
international partners

Green Deal
Inner core

European
% Climate Law »

Effort Sharing
Regulation (ESR)

)

&

Maritime transport
in ETS-I

Carbon Border
Adjustment
Mechanism (CBAM)
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Critical Raw
Materials Act (CRMA)

Land Use,
Land-Use Change
and Forestry
(LULUCF)

Net Zero Industry
Act (NZIA)

REPowerEU



[optional] The European Green Deal

CLIMATE PACT
AND CLIMATE LAW

INVESTING IN SMARTER,
MORE SUSTAINABLE
TRANSPORT

PROMOTING
CLEAN ENERGY

STRIVING
FOR GREENER
INDUSTRY

PROTECTING
NATURE

ELIMINATING
POLLUTION

FROM FARM
TO FORK

THE EUROPEAN
GREEN DEAL

ENSURING A
JUST TRANSITION
FOR ALL

LEADING THE
GREEN CHANGE
GLOBALLY

FINANCING
GREEN PROJECTS

MAKING HOMES

ENERGY EFFICIENT
Source: EUInASEAN
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 EU’s roadmap to make Europe
the first climate-neutral continent
by 2050.

« Legally binding target: Cut
greenhouse gas emissions by 55%
by 2030 (vs. 1990).

* 1/3 of the €1.8 trillion investments
from the NextGenerationEU
Recovery Plan, and the EU’s seven-
year budget will finance the
European Green Deal
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https://euinasean.eu/eu-green-deal/
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1. ECB’s mandate and climate change

» Our PRIMARY OBJECTIVE: to maintain price stability, by aiming
for 2% inflation over the medium term (Art 127(1), Treaty on the
Functioning of the European Union)

» Our SECONDARY OBJECTIVE: Without prejudice to the objective
of price stability, the ESCB shall support the general economic
policies in the Union with a view to contributing to the achievement
of the objectives of the Union (Art 127(1) TFEU, Art 3 Treaty on
European Union)

* Union objectives include a high level of protection and
improvement of the quality of the environment

» The ECB shall also contribute to the smooth conduct of policies
pursued by the competent authorities relating to the prudential
supervision of credit institutions and the stability of the
financial system.

9 www.ecb.europa.eu ©




2. Climate change effects on ECB’s mandate

Price stability

£

Climate change and policies
affect the outlook for price
stability through their impact
on macroeconomic indicators
and the transmission of
monetary policy

Monetary policy

Climate change affects the
value and risk profile of
assets held on the
Eurosystem’s balance sheet,
thereby increasing climate-
related financial risk
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Financial stability and banking
supervision

Euro area financial
Institutions are exposed to
transition and physical
risk (via loans and
securities) through firms,
households and
governments



3. ECB’s climate change related actions

Economic analysis Monetary policy
We ensure that climate change and We include climate change considerations
mitigation policies are accounted for in its in monetary policy operations in the areas
macroeconomic models, staff projections and of disclosure, risk assessment, collateral
risk assessments, and assess their framework and corporate sector asset
impact on monetary policy transmission purchases
Data and
Banking supervision\_ statistics Financial stability
We integrate risks emerging from climate We identify, measure and assess the
change and environmental degradation in risks posed to the financial system by
supervision, in order to ensure that banks are climate change, also to inform public debate,
able to manage these risks properly. market participants and policy makers
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[optional] ECB’s climate action
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4. Three focus areas for 2024-2025

1. Navigating the 2. Increased physical 3. Advance work on

transition towards a green  impact of climate change nature related risks
economy

www.ecb.europa.eu ©



5. Challenges and other considerations

Governments and parliaments remain the primary actors in
Progress in addressing climate, with the widest toolbox to address it.
(39) The success of our measures hinges on regulatory progress,
regulation notably related to defining clear transitions paths and taxonomy,
data and disclosure requirements concerning climate change

Complexity Our policies must be grounded in thorough analysis, requiring
of foreseen enough time and major leaps in the availability and quality of
actions climate change-related data and modelling techniques

Decision-making within the Eurosystem (ECB+20 euro area
NCBs) to ensure our measures are legitimate requires time. The
Eurosystem also acts in parallel with other policymakers, which

our actions need to account for

www.ecb.europa.eu ©

Policy-
making
process
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1. Decisions require sound data and...Statistics

» Climate statistics are strategic assets. By providing the evidence base for climate action,
they enable the EU to translate its climate ambitions into tangible, measurable progress.

» Data holds governments and corporations accountable

"What gets measured gets managed“- Peter Drucker "Data is the new oil, but only if it’s refined" - Clive Humby

Chart 1 - Furo area issuances of sustainable debt securities - : Share of exposures to NFCs in sectors highly contributing to climate change (CC) (]
Greenhouse gas emissions (GHG)
All NACE activities and households (Left-hand scale” EUR, outstanding amounts at face value: right-hand scale’ percentages) @ Exposures 1o NECs insectors ighly contributng o CC* @ of which Expusures o comparies exclder from the Pars-algned benchmarksin secions A-H and L™ @) Sharof exposures (o NECs i oer secors
EU == Share of total issuances M Sustainability-linked
7 504 kglcaplta Sustainability M social
2023 M Green

T T T T T T T T T T
2012 2016 2020

Source: Centralised Securities Database (CSDB).
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2. Statistics for climate
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Harmonized and
Comparable Data

Guidelines for measuring
sustainable economic activity
and financial flows at the
global and EU level

Assess mitigation and
adaptation efforts across
sectors and regions

Enable climate risk analysis

-« and monitoring across EU
emos Member States
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Track progress

Against targets set in the
EU Climate Law and the
European Green Deal, such
as achieving climate
neutrality by 2050

]

Inform the design and
calibration of policies

 To maximize effectiveness
and fine-tune existing
measures

Example: EU Emissions
Trading System, national
energy and climate plans,
and the Fit for 55 package
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