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About the Authors

About Sustainable Finance Skillnet

Skillnet Ireland is a business support agency of the Government of Ireland. Their mandate is to advance the competitiveness, productivity
and innovation of Irish businesses through enterprise-led workforce development.

They believe that maintaining a highly skilled workforce is essential to our national competitiveness. Their business is to ensure that your
business has the skills it needs to thrive.

The Sustainable Finance Skillnet (formerly the Sustainability Skillnet) works to upskill those employed within both the financial services
sector and corporate Ireland to be leaders in the area of sustainable finance and where Environmental, Social and Governance ("ESG")
skills are an imperative. The network addresses both the technical and non-technical skills needs of members.

In support of the Irish Government’s Ireland for Finance strategy and the Climate Action Plan (Actions 10 & 11), the vision of the
Sustainable Finance Skillnet is to establish Ireland as a world-class sustainable finance knowledge centre and facilitate the flow of
information and best practice towards investment, competitiveness and employment underpinning future IFS competitiveness and in
support of national decarbonisation efforts.

About Deloitte
Deloitte Ireland LLP (“Deloitte”) conducted industry research, surveys, interviews and analysis to write this report. Deloitte subject matter
experts provided critical insights, ideas and feedback to inform its content.

Deloitte is the leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax, and related services. With
more than 150 years of hard work and commitment to making a real difference, our organisation has grown in scale and diversity—
approximately 286,000 people in 150 countries and territories, providing these services—yet our shared culture remains the same.

About Deloitte Ireland

At Deloitte, we make an impact that matters for our clients, our people, our profession, and in the wider society by delivering the solutions
and insights they need to address their most complex business challenges.

In Ireland, Deloitte has nearly 3,000 people providing audit, tax, consulting, and corporate finance services to public and private clients
spanning multiple industries.

Our people have the leadership capabilities, experience and insight to collaborate with clients so they can move forward with confidence.
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About Deloitte Sustainability Services

Deloitte is a leading company providing sustainability services with 700+ specialists located in 50+ countries in the Deloitte global network.
We advise organizations to integrate sustainable development into their business models in order to create long term shared value
for stakeholders.

Sustainable Finance is one of the key strategic pillars of our sustainability services practice together with Circular Economy and Climate.
We advise asset owners (pension funds, insurance companies, etc.), asset managers (private equity, fixed income, infrastructure, etc.) as
well as banks on their ESG integration strategies and implementation plans.

Deloitte created the "Responsible Investment Lab" in order to track market trends and regulation evolutions. The Lab works closely with

all stakeholders of the ecosystem (academics, NGOs, regulator, asset managers, rating agencies, etc.). It publishes position papers,
barometers, guides and trends analysis. The Lab also supports research projects, currently focused on portfolio climate stress-testing.
Deloitte is a member of the Global Impact Investing Network (“GIIN"), the European association for Responsible Investment (“Eurosif”) as
well as national initiatives such as Finance for Tomorrow which is an organisation dedicated to sustainable and green finance in Paris.
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Executive summary
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Executive Summary

The battle for advancing Sustainable Finance must be
waged on the education and training front

This report was commissioned by the Sustainable Finance Skillnet
and Sustainable Nation Ireland Limited (“Sustainable Nation"). This
report was fully funded and supported by Skillnet Ireland as part of
its Innovation and Future Skills research series.

The purpose of the report is to set out our findings from a review
of the future Sustainable Finance skills and talent requirements,
and conduct a gap analysis between current state and future state
skills and talent requirements across the financial services sector in
Ireland. The report also sets out recommendations and a high level
action plan on how to address the identified gaps.

This report contributes to 'Ireland for Finance - the strategy for the
development of Ireland’s international financial services sector to 2025'
("Ireland for Finance") launched by the Government in April 2019
and is in line with the trend of leading financial centres around the
world seeking to boost Sustainable Finance. The vision expressed
in Ireland for Finance is for Ireland to be a top-tier location of
choice for specialist international financial services and to protect
its future competitiveness. The strategy recognises the central
role skilled people will play in enabling growth across all sectors

in international financial services, including adapting to new and
changing skill needs.

For the purposes of this report, the financial services sector

is defined as banking, insurance, asset management and fund
services ("Financial Services Sector” or “Sector”) and sustainable
finance means any form of financial service integrating ESG criteria
into business or investment decisions, for the lasting benefit of
investors and society at large (it is an inclusive term making no
distinction between the concepts of ESG investing, sustainable
investing, and responsible investing) (“Sustainable Finance"). This
report considers the period 2019 - 2025.

A project Steering Group (“Steering Group”), was convened to
provide support and direction to this strategic skills review’. The
Steering Group identified a list of Sustainable Finance skills and
talent requirements, which it believes the Financial Services Sector
will fully require by 2025. The list was reviewed and supplemented
by Deloitte (“Future Skills and Talent Requirements List") and is
appended to this report (Appendix II). In assessing future skills and
talent requirements, the report has taken into account the Steering
Group's Future Skills and Talent Requirements List.

The report findings, recommendations and high level action plan
have been informed by the results of a survey, open from 19
August to 2 September 2019. The survey was circulated to a select
group of organisations from the Financial Services Sector (with
representation from banking, insurance, asset management and
fund services) (the "Respondents”). 15 Respondents submitted their
responses, which provided data pertaining to the current and
future Sustainable Finance talent and skills requirements across
the Financial Services Sector in Ireland.

The survey was supported by a suite of interviews with
representative organisations (chosen by Sustainable Nation and
the Sustainable Finance Skillnet) (“Representative Organisations”
or “Interviewees") held from 20 August to 29 August 2019. These

1.1n 2019 Sustainable Finance Skillnet established a Sustainable Finance Skills Steering Group, made
up of appropriate members of Financial Services representative bodies and Sustainable Finance subject
matter experts, tasked with overseeing a deep sector analysis of future Sustainable Finance skills and
talent requirements.
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interviews provided an opportunity to discuss and debate the
survey responses and yielded additional insight into the challenges
to, and the trends and influences on, the skills and talent needs of
the Financial Services Sector.

Rialtas na hEilpmm
Government of Ireland

This report captures the key messages from the survey, interviews

and meetings with the Steering Group and presents the survey IRE LAN D FOR

findings and trends.

We would like to acknowledge the significant contribution of the FI NANCE
organisations who formed the Steering Group for this work: AIB The strategy for the development
Group plc, Bank of Ireland, Banking & Payments Federation Ireland, of Ireland’s international financial

BNP Paribas, Davy Stockbrokers, ELS Europe, Financial Services services sector to 2025
Ireland Ibec, Insurance Ireland, Irish Funds and Irish Life Investment
Managers. Their expertise and industry insight was instrumental to
the successful completion of this skills analysis. We would also like
to thank all those who participated in interviews and responded to
surveys to support this work.

Prepared by the Department of Finance
gov.ie
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Ireland can build on its position to
drive Sustainable Finance

As a value proposition, the ability of the
Financial Services Sector to address
ESG concerns material to it, has a
significant impact on its long-term
sustainability. In order for Ireland’s
Financial Services Sector to maintain
and grow its expertise and reputation
for highly rated international financial
services, the Sector must strengthen
its capacity for innovation, boost
Sustainable Finance skills and

talent and develop best practice in
Sustainable Finance. There needs

to be smooth interaction between
developing Ireland’s Financial Services
Sector as a leading Sustainable Finance
hub and supporting education at all
levels. The link between finance and
the real economy and the way ESG
considerations integrate with banking,
insurance and investment activities
and business models needs to become
an integral part of education

and training.

Based on our survey and interviews,
we highlight the following key findings:

Key findings

100% say stakeholder expectations for Sustainable
Finance have grown since 2015

100% say stakeholder expectations for Sustainable

Finance will grow over the next number of years to 2025

Fuelled by big data and Artificial
Intelligence (“Al”), skills and
talent in data management

and measurement are seeing
more demand than in other
disciplines

The ‘'most important’ drivers of investment in Sustainable Finance skills and talent in

2019 and in 2025 are:
Improved long-term returns
Brand image and reputation
Decreased investment risk and/or underwriting risk
Regulatory/disclosure demands

External stakeholder requirement (e.g., clients, government, society at large)

There is a greater level of overall Sustainable
Finance awareness and perception in the
asset management sub-sector. Sustainable
Finance is emerging as a key topic for
banking, insurance and fund services

67% of Respondents said that there is
current demand for Sustainable
Finance skills and talent within their
organisations, however, supply is
inadequate and upskilling is required

Sustainable
Finance is nota
short-term trend,
but rather a
permanent

shift from ‘niche’ to

‘mainstream’

20% of Respondents
said that a Sustainable
Finance strategy is
central to almost
everything their
organisation does

Training in baseline knowledge (what is
sustainability, Sustainable Finance? Why does it

matter?) is highlighted as the main skills
priority in the short term

60% of Respondents indicated that
training and skills will be given a higher
priority if regulation is implemented

67% say they expect more from

new graduates today as compared
to graduates in 2015

67% say they expect experienced

hires for Sustainable Finance will be
required within their organisations
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87% say they expect that @xisting employees will be upskilled with
respect to Sustainable Finance Investment within their organisations

60% say that their organisations
need new hires to have third level
qualifications that have Sustainable
Finance and ESG considerations
embedded into their degree

or master courses

33% of Respondents said that the
Financial Services Sector’s acceleration
could be achieved through the

delivery of training
programmes through
Sustainable Finance Skillnet

Sustainable Finance is NOt
just about product,
rather it is the new focus in

finance that will
fundamentally change the
Financial Services Sector

33% say if the current (2019)
level of Sustainable Finance
skills and talent applied in 2025,

it would have a significant
negative impact on
their organisations

The main challenges limiting the development of Sustainable Finance
skills and talent in Ireland are competing internal priorities and
lack of available talent

27% of Respondents said that the Financial Services Sector’s acceleration
could be achieved through the integration of sustainability and ESG modules
into all existing third level finance, business degrees and professional financial

qualifications
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Themes and potential talent and skills gaps

Theme / gap

Description

Differences between
various sectors

Skills and talent in the four sub-sectors (banking, insurance, asset management
and fund services) of the Financial Services Sector are at different levels of maturity.
For instance, our findings indicate that front office staff in the asset management
sector are more advanced in Sustainable Finance than middle and back office staff.
Furthermore, our findings indicate that the asset management sector is more
advanced in Sustainable Finance than the other sub sectors.

Interviewees from the banking and insurance sectors noted variances in the role of
Sustainable Finance strategies across their various banking and insurance
business lines.

Four key business drivers

of the shift to Sustainable
1

Finance - regulation is the
accelerator

Client: The Financial Services Sector is facing increasing awareness of, and demand
for, Sustainable Finance solutions.

Commercial: Incorporating ESG considerations into the investment research, portfolio
construction and stewardship process can enhance long-term risk-adjusted returns.

Risk: Companies that manage risks and opportunities related to the ESG
considerations are better equipped because they expose their businesses to fewer
risks, and hence are more attractive to investors.

Regulatory: It is expected that the EU Action Plan (March 2018) and its proposed
reforms will greatly accelerate Sustainable Finance reporting, transparency and
disclosure in the Financial Services Sector. The key objectives of this new plan are
built on three main pillars:

* Reorient capital flows toward a sustainable investment;
* Mainstream sustainability into risk management; and
e Foster transparency and long-termism.

Data and measurement skills
and talent

Sustainable Finance is not about developing an entirely new set of skills and
competencies. Rather it is about a specialised skillset that blends existing finance
skills with risk, data management and ESG competencies.
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Theme / gap

Description

Fintech and innovation

If advancements are to be made in the Irish Financial Services Sector, it is

imperative that the fintech and innovation ecosystem develops in tandem with the
mainstreaming of Sustainable Finance and the regulatory agenda. This ecosystem will
be a key stakeholder that can positively impact the evolution of Sustainable Finance
in the Sector - for example with respect to ESG data analytics and interpretation.
Technology and innovation is one of the four pillars around which the Ireland for
Finance 2025 strategy is structured. This pillar is focused on providing a collaborative
approach to addressing emerging challenges and opportunities in technological
developments.

Second and third lines
of defence

Given the expected regulatory imperative, it is a natural progression that further
skills and talent will be required in second and third line oversight roles to ensure that
upstream regulation is monitored and that there is appropriate challenge and ‘audit’
processes also put in place.

Sustainable Finance Skillnet
has a role to play and further
embedding is required in
third level and professional
education

Sustainability must be integrated into the curricula of schools, universities and all
professional financial qualifications. Recognising that implementing Sustainable
Finance into educational and professional training curricula will take time, Sustainable
Finance Skillnet is best placed to provide the primary training solution to existing
finance professionals in the short term. In the medium to long term, Sustainable
Finance Skillnet should continue to play an important role in the supply of training
programmes to financial professionals across all financial and

economic sectors.

10
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The key recommendations and high level action plan propose 10 recommendations under the following three headings:

1. Programmes to be provided by Sustainable Finance Skillnet
2. Programmes to be provided by second and third level institutions and education and training to be provided by professional bodies

3. Guidance to assist the financial service providers to evaluate ‘own needs’ for Sustainable Finance

Recommendations No. Title Impact Effort Time
Sustainability Skillnet to be refocused exclusively on )
X . o . . . Immediate/
1 Sustainable Finance activities and renamed Sustainable High Simple
. . Complete
Finance Skillnet
Programmes to be
g. . 2 Consideration of an ESG fitness assessment High Complex  2-3vyears
provided by Sustainable
Finance Skillnet 3 Create a cohort of training facilitators High Average 1 year
4 A proposed structure for programme delivery High Average 1-3years
5 Public relations strategy Medium  Average 1-2 years
E fi h h i i fE
6 nsu.re mtgc and reg'tec prowderg are appraised of ESG High Average 1 year
considerations and trained appropriately
Programmes to be
g. . Embed Sustainable Finance into all relevant curricula of .
provided by education 7 : High Complex  1-10years
. . second and third level programmes
and training providers
Integrate Sustainable Finance into professional education .
8 & ) ) P High Complex  1-5years
and continuous professional development
Annual survey and review of Sustainable Finance skills .
Guidance to assist the 9 and talent Medium  Low Annual
financial service providers — — . : :
to evaluate ‘own needs’ 10 A proposed guideline to assist financial service providers High Complex  1-10 years

evaluate their ‘own needs' for Sustainable Finance
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12



Report for Sustainable Nation and Sustainable Finance Skillnet | Deep sector analysis of future Sustainable Finance skills and talent requirements in Ireland

Introduction

Sustainable Finance transitioning from niche to ‘business-
as-usual’

Sustainability is the theme of our time - and the financial system

has a key role to play in delivering the set of sustainability ambitions.
The new international consensus is that making profits is compatible
with the sustainable growth of the world's economies, an inclusive
society and the protection of our ecosystem.?

In April 2018, 16 of the world's leading financial centres, including
Dublin, agreed a shared strategy for accelerating Sustainable
Finance at the inaugural meeting of the international network

of Financial Centres for Sustainability (“FC4S").2 While the FC4S's
stated objective is to “exchange experience and take common
action on shared priorities to accelerate the expansion of green and
sustainable finance”, financial centres are nevertheless clearly

in competition to attract and generate business in their cities.
Competition applies to Sustainable Finance, as it does to all areas
of financial practice, with Sustainable Finance becoming material
for the competitiveness and success of financial centres.

Ireland has a long history of expertise and reputation for highly
rated international financial services with many leading businesses
already offering innovative Sustainable Finance products. Ireland’s
financial system is robust, sophisticated and integrated both
vertically and internationally. The combination of these strengths
leads to an ideal platform to develop and promote Sustainable
Finance as a core competence of the Irish financial marketplace.

To capitalise on the opportunity to develop a leading global hub for
Sustainable Finance in Ireland, the Irish Financial Services Sector
needs to strengthen its capacity for innovation, boost skills and
talent and develop best practice in Sustainable Finance. There
needs to be smooth interaction between developing Sustainable
Finance skills and competencies in Ireland and supporting

2. Luxembourg Sustainable Finance Roadmap - A journey towards a Sustainable Finance system’, UNEP
Finance Initiative, October 2018

3. (FC4S) brought together 16 member centres - Astana, Casablanca, Dublin, Frankfurt, Geneva, Hong
Kong, Liechtenstein, London, Luxembourg, Milan, Paris, Shanghai, Shenzhen, Stockholm, Toronto and
Zurich - as well as a wide range of observers and partner organisations, Milan, 13 April 2018.
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education at all levels. The link between finance and the real
economy and the way ESG considerations integrate with banking,
insurance and investment activities and business models needs to
become an integral part of education and training.

What is Sustainable Finance?
There are many definitions for the term Sustainable Finance.

For the purposes of this report, Sustainable Finance means any
form of financial service integrating ESG criteria into business

or investment decisions, for the lasting benefit of investors and
society at large (it is an inclusive term making no distinction
between the concepts of ESG investing, sustainable investing and
responsible investing).

Global Momentum

Harnessing the financial system is essential to making a successful
transition to a low-carbon, inclusive and sustainable model of
development, which regenerates natural capital. The momentum in
favour of Sustainable Finance is clearly accelerating:

1. Investors are moving to adopt sustainability considerations
across their entire portfolios, from ESG-focused funds and
products to impact investing, with stocks of sustainable
companies significantly outperforming their less sustainable
counterparts over the long-term, both in terms of stock market
and accounting performance?;

2. Leading financial institutions are recognising that sustainable
development is key to their future success, as exemplified by
the green bond market, with over USD 167 billion (“bn") now
outstanding;

3. Banking institutions have started to introduce interest rate
benefits for prospective borrowers seeking a mortgage on
A-rated homes, those looking to upgrade the energy rating
of their property and businesses planning on implementing

energy-saving initiatives;
4. The Impact of a Corporate Culture of Sustainability in Corporate Behaviour and Performance -
authored by Robert G. Eccles, Professor of Management Practice at Harvard Business School; loannis
loannou, Assistant Professor of Strategic and International Management at London Business School;
and George Serafeim, Assistant Professor of Business Administration at Harvard Business School.
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4. Governments are developing national Sustainable Finance
roadmaps;

5. Financial policymakers and regulators are acting to drive the
reallocation of capital, improve risk management, enhance
transparency and incorporate environmental risks into market
supervision and clarify responsibilities of financial institutions;
and

6. Demand for Sustainable Finance is increasing. Demand for
responsible treatment of employees, customers and other
stakeholders is also growing, as is indignation about poorly-
managed companies. The investor voice is directly influencing
the European regulatory agenda and Sustainable Finance has
now moved onto the global regulatory agenda too.

Global Macrotrends

The story of ESG investing has its origins in January 2004 when
former UN Secretary General Kofi Annan wrote to over 50 CEOs
of major financial institutions, inviting them to participate in a joint
initiative under the auspices of the UN Global Compact and with
the support of the International Finance Corporation (“IFC") and
the Swiss Government. The goal of the initiative was to find ways
to integrate ESG into capital markets. A year later this initiative
produced a report entitled “Who Cares Wins". The report made the
case that embedding ESG considerations in capital markets makes
good business sense and leads to more sustainable markets and

better outcomes for societies. At the same time the United Nations

Environment Programme Finance Initiative ("UNEP/FI")> produced
the so-called “Freshfield Report” which showed that ESG issues

are relevant for financial valuation. These two reports formed

the backbone for the launch of the Principles for Responsible
Investment (“PRI") at the New York Stock Exchange in 2006 and
the launch of the Sustainable Stock Exchange Initiative (“SSEI") the
following year.

Today, the PRI is thriving with over 2,372 members representing

5. The United Nations Environment Programme Finance Initiative is a global partnership established
between the United Nations Environment Program and the financial sector. It was created in 1992

over USD 86.3 trillion (“trn”) assets under management.® PRI's role
is to advance the integration of ESG into analysis and decision-
making through thought leadership and the creation of tools,
guidance and engagement. The SSEI, supported by the Geneva-
based United Nations Conference on Trade and Development
("UNCTAD"), has grown over the years with many exchanges

now mandating ESG disclosure for listed companies or providing
guidance on how to report on ESG issues.

The launch of the Principles for Sustainable Insurance in 2012
and the Principles of Responsible Banking in 2019, providing
frameworks for the global insurance and banking industries to
address ESG risks and opportunities, mark further pivotal steps
in the evolution to build a sustainable global economy. Over
120 organisations worldwide have adopted the Principles for
Sustainable Insurance, including insurers representing more than
25% of world premium volume and USD 14 trn in assets under
management.” 136 banks from 49 countries, representing over
USD 47 trn in assets have adopted the Principles of Responsible
Banking.®

6. https://www.unpri.org/pri/about-the-pri
7. https://www.unepfi.org/psi/vision-purpose/
8. https://www.unepfi.org/banking/bankingprinciples/

14
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A Change in Political Climate

Though ESG investing has been gathering momentum since 2004, three landmark
international agreements marked a milestone for the world and the global economy: the
adoption of the Addis Ababa Action Agenda by heads of state and government inJuly
2015 followed by the signing by world leaders of the UN Sustainable Development Goals
(“SDGs") in September 2015 and the Paris Climate Agreement later that year. Finance lies
at the heart of these three key international policy achievements.

* Financing for Development: The outcome document of the Financing for Development
conference (Addis Ababa Action Agenda) focused on steps to increase domestic and
international resource mobilisation for developing countries, including private capital.
One of its conclusions was to “strengthen regulatory frameworks to better align private sector
incentives with public goals, including incentivising the private sector to adopt sustainable
practices, and foster long-term quality investment” both from domestic and international
institutions.

e The UN's Sustainable Development Goals: The SDGs are an ambitious set of 17
broad global targets - ranging from eradicating poverty, hunger and gender inequality
to reversing biodiversity loss, protecting oceans and halting climate change that UN
signatories have agreed to reach by 2030. With annual financial requirements estimated
at USD 5 - 7 trn per year, they call for a concerted response from public as well as private
sector financial sources. For the financial system, the SDGs set out a high-level roadmap
for generating ‘shared value’ - shifting capital away from damaging ‘business as usual’
trends and towards an end to poverty, increased prosperity with social inclusion and
environmental regeneration.® Estimates suggest that USD 5-7 trn a year is needed to
implement the SDGs globally.'® In 2018, Deloitte estimated that €50 bn of financing (€20
bn exchequer funding and €30 bn private financing) is required to deliver the sustainable
infrastructure investment set out in the Government'’s National Development Plan 2018-
2027 as part of the overall strategy to meet Ireland's 2030 decarbonisation targets."

* Paris Climate Agreement: The Paris Agreement agreed to “making financial flows
consistent with a pathway towards low greenhouse gas emissions and climate-resilient
development”? The Paris Agreement means aligning capital with the long-term goal of

9. Global Compact (2015). The SDG Industry Matrix for Financial Services https://www.unglobalcompact.org/docs/ issues_doc/development/
SDGMatrix_FinancialSves.pdf

10. UNCTAD (2014). World Investment Report 2014: Investing in the SDGs http://unctad.org/en/pages/PublicationWebflyer.
aspx?publicationid=937

11. ‘Private Sector Financing for Sustainable Infrastructure, Meeting Ireland’s 2030 Decarbonisation Objectives', May, 2018, Deloitte

12. NFCCC (2015). The Paris Agreement, Article 2¢
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keeping global warming “well below 2 degrees Celsius (“°C") above
pre-industrial levels”, with the aspiration to “limit temperature
increase to 1.5°C". It also gave a higher profile to financing
adaptation and resilience to growing climate shocks.

International Policy Initiatives

Internationally, the most ambitious programme is the EU Action
Plan for Financing Sustainable Growth (European Commission
2018).1n 2016, the European Commission set up the High-Level
Expert Group on Sustainable Finance (“HLEG") to map out
options for community-wide action. This laid the foundations for
a comprehensive action plan on Sustainable Finance proposed
by the Commission. The Action Plan aims to help member states
meet targeted cuts to greenhouse gas emissions of 40 Percent
("%") to 2030, which require an estimated investment of EUR 180
million (“m”) (USD 216 m) per year, much of which the European
Commission hopes will come from the private sector.” The Action
Plan aims to raise the industry bar on Sustainable Finance by
facilitating the emergence of a more mature and transparent
marketplace. Its key objectives are set out below:

e Establishing a common taxonomy to help redirect capital flows
toward sustainable investments;

* Mainstreaming sustainability into risk management by clarifying
investor fiduciary duties as well as capital requirements for
environmental and climate risks; and

e Taking action to enhance sustainability governance as well as
corporate disclosure of non-financial information.

At intergovernmental level, the Group of Seven (“G7") has been
throwing its weight behind a growing movement to turn the
power of the global financial system to Sustainable Finance

and sustainable development by making ESG considerations

a core aspect of banking, investment, and insurance. Under
Italy’s leadership, the June 2017 G7 communiqué acknowledged

13. https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-finance_en

“that scaling up sustainable finance is fundamental to achieving
sustainability and climate goals". The G7 nations, who hold the bulk
of the world's financial assets, work extensively on Sustainable
Finance and growth themes, engaging all major financial sector
players. This included a recognition of the importance of small and
medium enterprises and encouraging public-private partnerships
to support infrastructure renewal.

The larger Group of Twenty (“G20"), has also established a ‘Green
Finance Study Group', bringing together finance ministries and
central banks to work out how to scale up private capital flows to
sustainable investments. Its 2016 synthesis report acknowledged
the positive momentum, but also recognised that many challenges
remained. These constraints can be summarised as the 3Ds:

Definitions: There is concern about a lack of clarity about key
definitions and principles related to Sustainable Finance that
could make it difficult both to measure the size of the challenge
and open up risks to market integrity.

e Data: There is still poor disclosure of material sustainability
considerations both by companies and by financial institutions,
matched by fragmented incorporation into financial analysis.

¢ Development of financial markets: A range of market failures
(notably environmental externalities and short-term time
horizons) means that there may be insufficient demand for green
financial services as well as an inadequate pipeline of green
assets, resulting in undeveloped financial markets.

Key Business Drivers Accelerating the Shift to

Sustainable Finance

The information gleaned from the survey, interviews and research
underpinning this report provide an insight into the key business
drivers accelerating the shift to Sustainable Finance observed by
the Financial Services Sector in Ireland. They are:

16
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e Client: The Financial Services Sector is facing increasing
awareness of, and demand for, Sustainable Finance solutions.
The Sector needs to adopt a generational perspective, with
long-term commitment and the ability to adapt its services and
financial products to the varying needs of sustainable projects
and to the demand of the sustainability-savvy millennials (born
1980 -1994) (“Millennials”) and generation z (born 1995 - 2015)
(“Generation Z").

e Commercial: Today, it is more clear than ever, that ESG
considerations have direct financial impact.'* A recent study
finds that companies that manage sustainability risks and
opportunities will tend to have stronger cash flows, lower
borrowing costs and higher valuations.” Another study suggests
firms with strong track records on key sustainability metrics have
significantly outperformed those with poor report cards. Thus,
incorporating these considerations into the investment research,
portfolio construction and stewardship process can enhance
long-term risk-adjusted returns.'®

Regulation: Sustainable Finance has become a regulatory
imperative. In addition to the major regulatory changes to the
financial system proposed in the EU Action Plan for Financing
Sustainable Growth, the European Commission is working

to clarify how asset managers, insurance companies, and
investment or insurance advisors should integrate sustainability
risks and other sustainability considerations in the areas

of organisational requirements, operating conditions, risk
management and target market assessment.

¢ Risk: Unlike the more tangible operational risks that affect an
organisation’s performance, ESG issues were long considered a
modest if not minor financial risk exposure. Consequently, little
was done to assess the loss potential. According to ESG experts,

14. "Going Mainstream - The Future of ESG Investing”, 2018 Newsweek

15. Foundations of ESG Investing: How ESG Affects Equity Valuation, Risk, and Performance’, July 2019,
Guido Giese, Linda-ElingLee, Dimitris Melas, Zoltdn Nagy, and Laura Nishikawa
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companies that manage risks and opportunities related to the
ESG considerations are better equipped because they expose
their businesses to fewer risks, and are hence more attractive

to investors."” Larry Fink, CEO of BlackRock, the world's largest
asset management firm, was one of the first business leaders

to acknowledge these changes, writing in his annual letter to
investors in 2017 that a company’s ability to manage ESG matters
was directly related to its sustainable long-term growth.

The Competitiveness of Financial Centres

In order for the Irish Financial Services Sector to scale up its
Sustainable Finance offerings and compete with other financial
centres worldwide, it is essential that there is investment in
education and training to respond to the requirements of
Sustainable Finance. Ireland must develop an ambitious, coherent,
consistent and transparent Sustainable Finance strategy, reflecting

the distinctive features and added value of Ireland, and invest

in boosting skills and talent and developing best practice in
Sustainable Finance. Building a strong Sustainable Finance market

will enable Ireland to develop the products, skills and innovations
that are increasingly needed to deliver a sustainable financial

sector, promote growth and employment, and meet stakeholder
needs. It will also provide the platform for exports of Sustainable
Finance services to the numerous governments and investors
around the world seeking to mobilise public and private capital
and expertise to deliver local, national and international goals for
climate action and sustainable development.

A key message from our survey is that the challenge of finding
staff with the right Sustainable Finance skills is high. 67% of

Respondents said that there is current demand for Sustainable
Finance skills and talent within their organisations, however, supply
is inadequate and upskilling is required.

The general consensus amongst Respondents and Interviewees is
that sustainability must be integrated into the curricula of schools,

universities and all professional financial qualifications. All financial

17. Sasja Beslik, Head of Sustainable Finance, and Cecilia Fryklof, ESG Expert, Nordea Markets 2018
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