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We clearly recognize the importance of developing a common language on sustainable finance. The 
strength of the green bond market so far has been its ability to build capacity on green finance across 
investors, issuers, and banks by providing context and good reasoning around how green bond 
frameworks align with a low carbon and climate resilient future. The green bond issuers we have 
reviewed over the past 10 years (representing almost 30 percent of the global green bond market) 
have all taken important steps in a process to transform their activities in a greener direction. The EU 
taxonomy should facilitate this important dialogue on green transformation with market actors. 
Based on our initial reading of the draft Sustainable Finance Taxonomy, we have some concerns 
about the implications of the initial design that could make it difficult to follow up in practice for 
many market participants.  

 

The taxonomy should be interpreted as a guidance, which requires additional transparency on the 
context of projects. How the taxonomy will be implemented is still open for interpretation, but the 
proposal uses the language ‘taxonomy compliant’, setting expectations that the taxonomy is 
intended to be used more as a standard than as a guidance. Duly-justified voluntary thresholds that 
guide the market combined with transparency on reporting could have the same impact without 
setting up a binary compliance that could exclude important actors without an understanding of the 
context surrounding green transformation.  

Example: City of Reykjavik’s Green Bond Framework (rated Dark Green by CICERO) would not 
comply with the 50% energy efficiency improvement threshold for buildings, yet the building 
efficiency is less relevant in this case since the underlying electricity grid in Iceland is renewable-
based. Would there be possibilities to interpret the context surrounding the taxonomy 
thresholds – or would the City of Reykjavik need to apply for an exemption from compliance? 

 
 

It could shut out needed transformation. The success of the green bond market has been that it has 
welcomed those issuers that wants to reach out to investors to show that they have taken first steps 
in a greener direction. Binary thresholds can rule out important early actions that need to be taken 
today, but which can be deepened over time under good governance policies of the issuer. To solve 
the climate challenge, we need transformation to begin in all sectors. Early actions today that are 
careful to avoid locking in further greenhouse gas emissions are an important part of the solution.  

Example: Fannie Mae Multifamily Green Bond Framework (rated Light Green by CICERO) would 
not comply with the threshold of 50% energy efficiency requirements, yet they are driving the 
green mortgage market in the US by taking important first steps in energy and water efficiency 
improvements and with a strong governance structure in place to become more green over time 
via annual reviews of building criteria. It is unclear if an international issuer trading in the EU 
market would need to comply. 

https://cicero.oslo.no/file/1238/Second%20Opinion%20REJK%20221118.pdf
https://cicero.oslo.no/file/1238/Fannie%20Mae_2018.pdf


 
 

The taxonomy could de-motivate green market leaders. By establishing fixed binary thresholds 
against which green activities must comply, actors that have been leading in innovative green market 
solutions may not be incentivized.  

 
Example: Vasakronan’s Green Finance Framework (rated Dark Green by CICERO) might not 
comply, yet they are a leader in environmental analysis of the construction phase and building 
materials. In addition to its 100 kwh/per square meter requirement for all buildings in its 
portfolio, Vasakronan has the ambition to have 100% of its portfolio covered by international 
buildings certificates with LEED Platinum for all new construction and major renovation projects, 
and at least LEED Gold for all existing buildings. In Sweden and other countries, where both the 
electricity grid and the district heating networks to a large extent are already based on 
renewable sources, energy efficiency should not be the only focus for green bond real estate 
issuers. Construction phase emissions, choice of building material (wood vs. cement), integrated 
transportation solutions and resiliency considerations are just as important in order to define a 
green building. The NZEB criteria for Sweden are some of the highest, and out-of-reach for the 
time being for the property companies we have reviewed, which are responsible for some of the 
most energy efficient buildings in the world. Voluntary threshold guidelines could provide 
incentives for striving to reach the targets. 
 

 
 
The proposed taxonomy approach does not currently provide an integrated framework for 
informing investors about climate and environmental risks. The Financial Stability Board’s Task 
Force on Climate-Related Financial Disclosure (TCFD) recommends that all companies and financial 
institutions disclose on climate risk – including both transition and physical risk. Currently, mitigation 
and adaptation activities are considered separately. The way the taxonomy is set up, if a building is 
tagged as a mitigation activity, it merely needs to avoid negative impacts on adaptation. This could 
result in missed opportunities for infrastructure investments to be designed to minimize climate risk 
by integrating both low emissions and resiliency to extreme weather changes and other physical 
climate impacts that can have significant material impacts. We also see a clear link between good 
governance of issuers and the potential for them to manage climate risk going forward. 
 
Careful consideration should be taken to understand the interlinkages between thresholds in 
different categories of the taxonomy to avoid unintended climate and environmental consequences. 
For example, by automatically qualifying for the taxonomy if a new building is a high performer in the 
market on energy efficiency it runs the risk of favoring new buildings over important improvements 
in existing buildings. This could be counterproductive in an environmental lifecycle perspective. 
Further, construction including building materials are not considered in the buildings category. 
 
 
Approximately 67% of the green bond frameworks we have reviewed would probably not comply, 
based on a preliminary interpretation of the taxonomy. Without consideration of the regional 
context, and without consideration of the specific activities of the issuer and how they fit with 
governance for a green transition, many green bond market leaders run the risk of not complying. 
Depending on how the taxonomy is implemented, this approach could significantly slow down new 
issuers from coming to market. 
 
Our Shades of Green methodology is an award-winning approach grounded in the latest climate 
science that rates green bonds on a scale to indicate the relative level of climate risk. Our approach 
encompasses a range from Light Green to Dark Green projects and takes into consideration the 

https://cicero.oslo.no/file/1238/vasakronan_2018.pdf


 
context surrounding the climate activities of the issuer in their given region. If an issuer has a 
mechanism for tightening reductions over time, this feeds into our consideration. If an issuer 
considers climate resiliency in infrastructure projects, this also feeds into our analysis. If an issuer 
considers construction-phase emissions during hydro plant construction, we take this into account. 
These contextual elements are missing from the taxonomy threshold approach, and thus we have 
concerns that the majority of the frameworks we have reviewed would not comply, despite their 
contributions to a green transition. 

 
Potential compliance of CICERO-reviewed Frameworks with draft EU Taxonomy 

 Yes No 
Can't assess until Phase 
2 criteria are published Total 

Frameworks with CICERO 
Second Opinions  
(count) 11 61 19 91 
Frameworks with CICERO 
Second Opinions 
(percentage of total 
count) 12% 67% 21 %  
Estimated value  
(billion USD) 2 126 42 170 

Reasoning 

Renewable 
energy 
(excluding 
biofuels) and 
clean transport 
that appear to 
comply 

Primarily renovated 
buildings that wouldn’t 
meet threshold criteria 
despite strong 
governance on energy 
efficiency targets and 
climate goals 

Need more information 
e.g. on country 
thresholds for buildings, 
water, waste, biofuels, 
and electricity grid 
projects 

 

Notes: Preliminary assessment based on our interpretation of draft taxonomy categories and threshold. Results are meant 
to be indicative of the potential unintended consequences of the taxonomy and are not a full assessment of compliance. 
Values were calculated from Bloomberg data. 

 

 

A more simplified approach could protect against greenwashing and encourage a stream of new 
green projects to be funded. Determining compliance with a complex bottom-up taxonomy is not a 
simple process, judging from the preliminary assessment of the frameworks we have reviewed 
against the taxonomy. In some cases, calculating the threshold would involve developing an 
emissions baseline that is open for interpretation. More important than estimating avoided 
emissions based on an unrealistic counterfactual is to encourage all investments to be as green as 
possible.  

To have any hope of limiting the most dangerous levels of greenhouse gas emissions in the 
atmosphere, all new infrastructure investments need to be low carbon and climate resilient. To 
achieve this goal, we would advocate a simpler approach based on guidelines for avoiding lock-in of 
fossil fuel-based infrastructure, encouraging deeper emissions reductions over time, and considering 
resiliency to the already-observed physical impacts of climate change. Such an approach would be 
more in line with the TCFD recommendations of transparency on climate risk that are not fully 
addressed with a taxonomy that is built on a list of separate mitigation and adaptation activities. 


