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ate in February 2019, CMVM disclosed the Reflection and Consultation Document 
on Sustainable Finance. The goal was to create a brief framework on Sustainable 
Finance, share the main reflections that CMVM had already conducted on that 
subject, provide information about the recent developments on a national and inter-
national level, and, at the same time, collect contributions to further analyse this 
subject, namely as regards CMVM’s role as a regulatory and supervisory authority 
in the market.

These contributions will increase the knowledge on the real impact of Sustainability 
in the national market, identify opportunities, obstacles, risks and solutions for the 
incorporation of aspects of the environmental, social and governance dimensions 
of companies in the supervision business models and practices, and to better 
define the positioning and level of participation expected from CMVM. l

FRAMEWORK

L

1.
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The consultation took place between 28 February and 30 April 2019.

CMVM received 17 replies from the following entities:

• AEM - Association of Companies that Issue Listed Securities
• APB - Portuguese Bank Association
• APEE - Portuguese Corporate Ethics Association
• APFIPP - Portuguese Association for Investment Funds, Pensions and 

Assets
• BEST Bank
• BCSD - Corporate Council for Sustainable Development
• CFA Society Portugal
• CITE - Committee for Equality in Work and Employment
• DECO - Portuguese Customer Protection Association
• EDP - Energias de Portugal, S.A.
• Euronext - Euronext Lisbon - S.G.M.R., S.A.
• GRACE - Corporate Citizenship Reflection and Support Group
• Granito Group 
• Jerónimo Martins SGPS, S.A.
• Economists Bar Association
• Sonae Group
• VdA – Vieira de Almeida Legal Partners

CONSULTATION
PROCESS

2.
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3.0 OVERVIEW

ll entities responded positively to this CMVM consultation, highlighting its timeli-
ness, because they feel it is essential to address the topic of funding focusing on 
investments that take into consideration the environmental, social and governance 
(ESG) aspects.

In addition to the answers to each of the consultation questions, CMVM also 
received contributions concerning general and specific aspects of the Reflection 
Document.

The environmental component was particularly prominent in the replies to this 
public consultation, especially as regards companies, both non-financial — whose 
direct action on the environment can be significant or inherent to their business 
model — and financial — which allow funding or direct investment in securities, 
namely those issued by non-financial companies. 

In this context, the emphasis was on investments in infrastructures and innova-
tion-oriented scientific research projects. One of the largest companies in the 
energy sector in Portugal acknowledged that the last ten years of digital trans-
formation have also brought rapid technological advances in the production of 
renewable energies (one of the main trends in the market) and the storage of 
energy.

Regardless of the sector, the considerations related to social aspects are more 
linked to big companies, as they employ more people, with an emphasis on seeking 
balance in the context of labour relations and the interaction with the community 
attached to their geographical location. As such, the social aspect was highlighted 
mostly from the perspective of the internal management and organisations in the 
companies, rather than in terms of the social impact as the focus of the business.
Considering that Sustainable Finance has a strong organisational and organi-
sation culture component, some remarks were also made concerning corporate 
governance.  

CONSULTATION
REPORT

A
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ne respondent highlighted that investment funding based on ESG considerations is 
becoming increasingly important, incorporating two aspects: «(i) a “green funding” 
component, aiming to reduce pressure on the environment, lower greenhouse gas 
emissions and fight pollution, minimise waste and improve the efficiency in the usage 
of natural resources; and (ii) a component of awareness and transparency regarding 
the risks for the financial system and the need for companies and financial interme-
diaries to mitigate these risks through an appropriate governance.»

The involvement of all of society in the creation of a sustainable economy was 
deemed crucial, with the collaboration of all companies, as economy drivers, 
particularly in the non-financial sector. The complementarity of the perspectives 
from non-financial companies and banks was highlighted. These institutions, 
through the association that represents them, declared their unequivocal intent to 
financially support projects that have a transformational mark through the inclu-
sion of ESG factors. 

Another respondent highlighted the importance of promoting the accommoda-
tion of both the financial and non-financial aspects, since any potential imbal-
ance between the two may, for example, lead to changes in prices due to a product 
selection exclusively based on ESG factors, or the loss of investor trust if the ESG 
factor has a very low weight on the selection criteria. 

Some entities revealed the participation in national and international organisa-
tions or forums where, directly or through representative associations, they strive 
to promote the integration of ESG factors in companies. They stated the need for 
this evolution or transformation to stem from the best possible consensus that 
can be achieved among the interest parties, taking into consideration the rhythm 
and response capacity of each entity. In fact, it should be recalled that companies 
have different sizes and business models, as varied or more than the sectors of 
activity wherein they operate, positioning themselves in markets with different 
competitiveness levels. As mentioned by one of the respondents, these diverse 
characteristics must be taken into consideration, to avoid additional difficulties 
that might hinder some companies as a result of norms that do not apply to their 
reality.

The Reflection Document presented by CMVM was a useful summary of the main 
developments that have taken place nationally and internationally in the latest 
years. The respondent entities indicated that the different aspects of sustaina-
bility have been studied more thoroughly throughout the last ten years. Most enti-
ties began their works more recently, by virtue of the European Commission initia-
tives rooted in the “Action Plan: Financing Sustainable Growth”, published in March 
of 2018.

3. CONSULTATION 
REPORT 
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n the basis of this progressive involvement from the various entities are the inter-
national initiatives most frequently mentioned in the replies: the Sustainable 
Development Goals (SDG) defined in the United Nations programme in 2015; and 
the Task Force on Climate-related Financial Disclosures (TCFD), established by the 
G20 Financial Stability Board in 2015, after the Paris Agreement, which presented, 
in June of 2017, recommendations (adopted by the European Union) for companies 
and financial institutions to report information on their exposure to climate risks.
For an easier and more systematic disclosure, this report organises the comments 
for each of the questions listed in the public consultation document. l

3. CONSULTATION 
REPORT 

O
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3.1 WHAT ARE THE MAIN BENEFITS AND 

OPPORTUNITIES YOU IDENTIFY IN THE 

INCORPORATION OF ESG FACTORES

IN THE PRODUCTS AND SERVICES OFFERED 

IN FINANCIAL MARKETS?

he respondent entities were unanimous about the general benefits of incorpo-
rating ESG factors in the products and services offered in financial markets, given 
that it promotes a sustainable future, particularly in terms of the environment and 
the well-being of populations. One of the respondents summarised these ideas in 
one sentence: «sustainability will be synonymous with corporate success». 

The respondents indicated that all stakeholders end up benefiting from the 
ecosystem of Sustainable Finance, specifically pointing out the following benefits 
and opportunities stemming from the incorporation of ESG factors in the products 
and services offered in financial markets:

• A positive impact on the consumers’ trust in the companies;
• Convergence with the demands of the new generations — Millennials and 

Generation Z —, who are increasingly demanding and aware concerning the 
global challenge of sustainability, in largely due to the adoption of digital 
technology; 

• The chance to offer and differentiate new products and services, adapted to 
the expectations of current and future clients and investors, contributing to 
a higher capacity of satisfying the needs and preferences of different market 
segments. The increase in the choices available is linked to the consumers’ 
preference, insofar as the incorporation of ESG factors does not entail an 
increase in costs;

• Companies will be able to turn their management of their environmental 
impacts into a competitive advantage.

They mentioned that the support from the banking sector in awarding direct 
funding to investments in sustainable infrastructures and initiatives against 
climate change, in addition to socially responsible undertakings and projects that 
create jobs, may lead to the materialisation of the following benefits: 

• Environmental preservation in general and specifically the reduction of the 

T

3. CONSULTATION 
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ecological footprint of the credit portfolios and their inherent assets; 
• Mitigation of the risks related to climate change (physical and transition risks) 

and lower operating costs; 
• Fostering the direct relationship with investors and the involvement of our 

employees in the internalisation and implementation of good practices.

From a capitals market perspective, they emphasised the advantage for compa-
nies in resorting to market funding, under the assumption that listed companies 
might benefit from positive discrimination, namely by the investors, as long as 
they communicate assertively and directly to the markets how they incorporate 
ESG factors. Additionally, securities issued by listed companies may be included 
in investment funds or other collective investment undertakings or be part of 
sustainability indices. A higher visibility can be linked to lower reputation, regula-
tory or environmental risks, as well as potential costs, and more favourable funding 
conditions, with a positive response from investors.

Some respondents stated there has been an increase in the number of investors 
who include ESG factors in their investment decisions. One respondent noted that 
studies carried out revealed that most Portuguese investors are particularly sensi-
tive to investing in sustainability. They highlighted the importance of academic 
studies that have been proving the attractive performance of ESG assets, when 
compared to the broader stock markets. 

It is in that sense that, from the perspective of asset managers and pension funds 
managers, associating their brands, products and services to sustainability and 
the adoption of responsible behaviours that aim to reduce the environmental foot-
print, as well as promote social and governance policies that are more compatible 
with these goals, is a well-accepted practice in the market. 

In the opinion of another respondent, the investment policies of professional 
investors, who select assets, should reflect their customers’ guidelines, tending 
to combine the financial aspect of the target company (as an investment) with the 
non-financial aspect (based on ESG factors).

They also mentioned that the creation of benchmark indices, that are solid due 
to the inclusion of adequately defined ESG criteria, facilitates investment in the 
context of strategies for the passive management of substantial sums. 

They also indicated the impacts in terms of the information produced in the 
context of the trading of financial products. That information becomes more 
thorough, by including the sustainability factor for companies that issue those 
products, embodied in the incorporation of ESG factors. This aspect will make 

3. CONSULTATION 
REPORT 
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the analysis of the risk/return pairing for the investor broader, more comprehen-
sive and in line with the needs of the stakeholders and society in general. They 
also mentioned that the detection of risks or opportunities that allow an improve-
ment of the investors’ risk/return pairing will be higher the more experienced the 
analysts in charge of analysing the ESG factors are. Furthermore, they added that 
ESG factors do not replace the factors typically used to measure the risk of invest-
ments, but instead complement them. l

3. CONSULTATION 
REPORT 
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3.2 IN YOUR ACTIVITY, WHICH “E”, 

“S” AND “G” FACTORS CAN YOU IDENTIFY?

he entities who took part in the public consultation provided contributions where 
they aimed to match ESG factors to the activities they perform. In the case of asso-
ciations representing activity sectors, that contribution was provided not only in 
regard to the activities of the association in question, in light of the main topics 
they have addressed, but especially to the activities carried out by their members, 
which enabled a significant expansion of the knowledge base and a diversification 
of the experiences recorded in this consultation.

These activities tend to be linked to decision-making processes, as is the case of 
business models in asset managers and pension funds managers; or in financial and 
banking intermediation, namely the decisions to grant credit; or to be included in busi-
ness models with notable environmental impact, such as the creation and distribution 
of energy, food distribution, or generic trading of retail goods. They even mentioned 
that the more demanding regulatory rules regarding the emission of greenhouse 
gases lead to an investment effort to create the capacity for sustainable production.

Therefore, 

a) In the case of respondent associations, the emphasis was placed on social 
and governance aspects related to their respective emissions:

• Striving for equality and non-discrimination and collaborating to enforce 
legal and conventional provisions on that matter, applicable to the various 
economic activity sectors.

• When the companies’ social and/or governance factors are the object of 
initiatives and proposals, monitoring the developments in the environ-
mental component in associated companies and other agents they work 
with, to complement the reflection.

b) In the case of the banking sector the emphasis was on:

• The importance of the three factors (ESG), both through initiatives those 
entities develop internally or external initiatives they take part in, and 
through products and services they provide for their customers. 

• The promotion of good practices to be adopted in favour of sustainable 
development, by informing and raising awareness among employees, 
suppliers and different stakeholders.

T
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• The analysis of the environmental risks of investments and the environ-
mental impact of the banking activity, deemed crucial to comply with the 
legal requirements, as well as, to gain the confidence of the stakeholders.

c) In the context of the asset management and pension funds management 
industry, the importance of analysing ESG factors from different perspec-
tives was highlights: in terms of the structure and internal organisation of 
the managing companies, and the investments they make on behalf of their 
clients. In other words,

• The integration of ESG factors depends on the structure, organisation and 
strategy of each managing company, and the investment policy enforced by 
the respective investment funds, and/or pension funds, as well as the rele-
vance that each of the ESG factors carries in the managed portfolios.

• Governance was deemed a crucial factor in the assessment of the respec-
tive investments, while the weight of the environmental and social compo-
nents has been progressively increasing in the analyses carried out, for 
instance, in terms of the countries that receive the investments (by taking 
into consideration, the environmental and social policies that are followed, 
in the analysis).

d) The negotiating structures have assumed a particular position in the finan-
cial ecosystem, as an assurance of the conditions for a match between 
supply and demand of capital that is built on negotiation platforms with 
the highest standards of integrity, transparency and efficiency. This role 
provides them with the responsibility to contribute to the financial stability 
and the sustainability agenda.

e) Some of the ESG products offered to investors were identified, namely 
the development and calculation of indices with sustainability criteria, the 
admission and trading of ETFs and structures products indexed to those 
indices, the admission to trading of green bonds, and the promotion of 
funding to company sectors with special contributions to sustainability (e.g. 
companies that produce “clean energies”). 

They mentioned that the “environmental” component is the one that has 
generated more products, particularly indices and indexed products, 
followed by the “governance” component, which has been garnering more 
interest, while the “social” component is still in an early stage. 

• In terms of the indices, the first (and pioneering) pan-European index related 
to carbon emission was issued in 2008 (comprised of companies deemed 

3. CONSULTATION 
REPORT 
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as the benchmark for the lowest CO2 emissions in their respective sectors). 
This was followed by the “best in class” type of indices, for a wide range of 
ESG criteria and geographical areas, and indices comprised of companies 
with better performance. These indices, built on the company scoring meth-
odologies concerning their impact on climate changes, contribution to lower 
emissions of greenhouse gases, corporate governance practices and the 
capacity of the companies and their business models to adapt to the risks 
and opportunities linked to the transition to a low carbon economy (energy 
transition).

• ETFs with ESG criteria follow indices related to sustainability criteria. They 
are, for the most part, Socially Responsible UCITs ETFs.

• Green bonds were identified as all type of bonds whose obtained funds are 
channelled towards funding projects related to renewable energies, energy 
efficiency, sustainable waste management, sustainable land management, 
preservation of biodiversity, adaptation to climate changes, etc. The first 
issues were made by public entities, followed by companies and projects 
linked to the energy sector of some utilities, as well as financial entities. 

• In the terms of the stock markers, the mentioned the attention given to the 
promotion of innovative companies in the clean energy sector (designated as 
cleantechs). This cluster includes companies that, not only seek to operate 
in a way that is favourable to the environment and to an efficient usage 
of resources, but also produce products and services for other compa-
nies that foster efficiency in the use of resources and are beneficial to the 
environment.

f) The effort to reference ESG factors, sorting them according to their respec-
tive materiality and priority, was common among the respondents, particu-
larly those who are legally obliged to publish annual sustainability reports.

In that context, one respondent highlighted that, as a result of the disclosure 
and transparency practices enforced by listed companies, the identification 
of the presence of ESG factors in their respective activities is already quite 
simplified, for both investors and supervisors, as regards the collection and 
comparison of information disclosed by these companies.

The lists below, with no particular order or representativeness, concern ESG 
factors mentioned by the respondents, starting with the “G” factor, because, 
as on respondent pointed out, «without it, the ‘S’ and ‘E’ factors would not be 
able to assert themselves effectively, and enter culture and strategy of the 
organisation».

3. CONSULTATION 
REPORT 
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GOVERNANCE

• Corporate governance system (e.g. Appointment of Boards of Directors, 
more transparency in the procedures, due to a higher pressure from stake-
holders, conflicts of interests)

• Ethics, corporate transparency and communication (e.g. Implications 
related to stranded assets resulting from the transition to a low carbon 
economy, prevention of corruption and unfair competition, more transpar-
ency and communication in the relationship with the stakeholders, employee 
engagement in the definition of the future of the organisation)

• Sustainability of the business and risk management (e.g. food safety and 
quality, supply of healthy products with a sustainable origin, cyber-security)

• Regulatory compliance (e.g. Implementation of policies concerning the iden-
tification and acceptance of clients, analysis and monitoring of risky clients, 
prevention of money laundering and terrorist financing)

• Supplier selection and management (e.g. Selection of suppliers based on 
sustainability criteria, namely those that possess good environmental, social 
and governance practices, suppliers that comply with their legal obligations 
and do not violate human rights, preference for local suppliers, management 
of the relationship with the suppliers, timely payments)

• Satisfaction and customer service (e.g. customer service, adaptability to 
respond to the new needs of the customers, such as electric mobility)

• Innovation and research
• Sustainable mobility
• Digital transformation (e.g. employee adaptation to an innovative business 

model)

SOCIAL

• Human rights in general and employee rights in particular (e.g. child labour, 
geographical areas with armed conflicts, eradication of poverty)

• Work conditions and equality (e.g. gender equality in the workplace, job and 
professional training, protection of parental rights, balance between the 
professional activities and the family and personal life, gender, racial and reli-
gious diversity)

• Management quality and qualified employment
• Socially responsible investment (e.g. development of methodologies to 

assess the impacts of the identified social factors)
• Integration and development of the community (e.g. support to employees, 

their families, engagement and increase of the resilience and autonomy 
capacity of local communities, support for employability, direct and indi-
rect support to associations with projects linked to education, protection of 

3. CONSULTATION 
REPORT 
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minors, health, disability, social inclusion, elderly care)
• Personnel management (e.g. remuneration policy, ability to attract and retain 

talent, training and professional development, performance and career 
management)

• Health and safety in the workplace (e.g. hygiene, individual monitoring of 
severe illness situations, individual intervention to promote health, promo-
tion of workplace exercise)

• Inclusion (e.g. initiatives and programmes to support access to entrepreneur-
ship and social investment, social solidarity, health, environment, education, 
training, financial education, promotion of access to the law, volunteering, 
recruitment)

• Vulnerable customers (e.g. low-income families, elderly and disabled people)

ENVIRONMENTAL

• Climate change (e.g. escalation of extreme natural phenomena, such as 
floods and storms, desertification, loss of biodiversity, global warming, 
development of methodologies to assess environmental impacts, mitigation 
of climate change)

• Energy efficiency (e.g. reduction of the environmental footprint across the 
different stages of the production cycle, particularly the emissions of green-
house gases resulting from the various activities, upgrade of the electric 
energy distribution network, promotion of more sustainable production, 
logistics and consumptions processes)

• Waste management and recovery (e.g. circular economy, sustainable 
consumption, responsible production processes)

• Protection of the environment, natural resources and biodiversity (e.g. pres-
ervation of habitats and ecosystems such as forests, promotion of sustain-
able agriculture and fishing, sustainable use of the land, more efficiency in 
water management, fight against pollution, limitation of the average temper-
ature increase between 2º and 1.5ºC)

• Reduction of packaging material (e.g. avoid the proliferation of plastic for 
single use, fighting the ineffectiveness of plastic recycling policies)

• Direct funding of sustainable activities (e.g. prioritising environmentally 
validated projects and rejecting “toxic projects”, participation in project 
finance operation in the domain of investment in renewable energy produc-
tion technologies, credit granted to individuals for investment in renewable 
energy, funding of vehicles with low CO2 emissions, both electric and hybrid)

• Creation of sustainable investment funds (e.g. socially responsible invest-
ment logic in companies that meet the criteria of environmental sustaina-
bility, social responsibility and best governance practices) l

3. CONSULTATION 
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3.3 WHICH SUSTAINABILITY ITEMS 

DO YOU IDENTIFY IN YOUR ORGANISATION 

(ETHICS CODE; TRANSPARENCY IN 

REMUNERATION PRACTICES, MEASURES 

TO FOSTER GENDER, RACIAL, OR OTHER 

EQUALITY; MEASURES TO PROMOTE 

WORK-LIFE BALANCE, AND 

ENVIRONMENTAL PROTECTION) AND 

HOW DO YOU ASSESS THEIR RESPECTIVE 

IMPACTS?  

n an integrated manner, for the different ESG factors, several entities stated 
they chose, sometimes as a complement, to conform to international principles 
or conventions, many of which are related to the United Nations Environment 
Programme Finance Initiative. The majority adopted as a reference the United 
Nation’s 17 Sustainable development Goals (SDG) in the context of the 2030 Agenda 
and United Nationals Global Compact.

As regards the level of compliance with the SDG, one of the respondents explicitly 
highlighted the goals concerning the transition to the use of renewable energies 
and the contribution to fight climate change (SDG 7 and 13). Another respondent 
added that he was in line with the goals pertaining to gender equality, growth based 
on work dignity, development of cities, sustainable and resilient infrastructures 
and means of production and consumption, protection of terrestrial ecosystems 
and development of international partnerships with the mobilisation of resources 
to achieve those goals (SDG 5, 8, 9, 11, 12, 15, 17).

Among other international principles that underline the public commitment of 
institutions to comply with these demands, some of the mentioned principles 
were:

• Task Force on Climate-related Financial Disclosures (TCFD). This taskforce, 

I
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established by the Financial Stability Board (FSB), developed a voluntary set of 
recommendations concerning the disclosure of information pertaining to the 
impact on climate change from companies, banks and other organisations.

• Principles for Responsible Investment (PRI), which, according to the informa-
tion provided, are integrated by funds managers and investment and pension 
funds managers in their internal policies and detailed regulations (in many 
cases common to the financial group they belong to) with rules that apply 
to the various business areas where they operate (binding employees, func-
tional structures and , when applicable, partners and other stakeholders). 
They are built, for instance, on the adoption of vote and engagement poli-
cies, which tend to lead to more advocacy on topics such as equality and 
remuneration.

• Principles for Responsible Banking. Prepared by 28 banks from all over the 
world and define the role and responsibilities of the banking sector to reach 
the goals set out in the UN SDG and the Paris Agreement on climate change.

• Global Reporting Initiative (GRI). Most companies that are obliged to publish 
annual sustainability reports disclose the non-financial information in those 
reports, based on these guidelines.

• United Nations Sustainable Stock Exchange Initiative, in which market 
managers work with investors, companies and regulators, aiming to promote 
transparency regarding environmental, social and governance practices and 
impacts, and encourage responsible investment.

They also indicated other reports that also comprise instruments of accounta-
bility on the subject of the full integration of ESG factors, such as the annual report 
and accounts, the corporate governance report, or, if it applies, the remuneration 
report, which includes varied information such as the description of the remuner-
ation policy and multiples indicators used to compare remunerations across the 
organisation.

As regards the application of concrete measures within each organisation, the 
answers to this question must be sorted according to the different activities 
performed by the respondents. 

a) Specifically, respondents that are essentially service providers presented 
several measures in the area of social responsibility, namely concrete poli-
cies on work-life balance, as did the associations and entities with a special-
ised focus. These measures include:

• flexibility in the internal human resources policies, namely for schedules and 
teleworking, assignment of flexible work hours or paid leave;

• hiring people with special needs, to contribute to integration and minimise 
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unemployment for people with disabilities;
• programmes focusing on anti-discrimination, equal opportunities and 

careers, and equal remuneration for men and women;
• collective labour agreements;
• collaboration from the company to satisfy family needs, for instance in terms 

of identifying service providers, such as plumbers, electricians, support the 
arrangement of the children’s school transport, etc.;

• informative actions about health, well-being and safety in the workplace, 
regular medical testing, vaccination, massages for employees, etc.;

• supply of fresh fruit and delivery of medicine in the office place (via agree-
ments with pharmacies);

• regular training on the company’s ethics and compliance rules;
• initiatives and programmes that improve access to education and to the law, 

and that promote social entrepreneurship, employability and social well-
being in the communities.

Regarding the impacts of the initiatives above, some respondents considered they 
are difficult to measure, but believe they represent an important contribution to 
the awareness and promotion of good practices. In the specific case of the meas-
ures that promote work-life balance, the respondents adopted them expecting an 
increase in the satisfaction and motivation of their employees, and an increase in 
talent retention. 

In the opinion of one respondent, it will be important for entities to start setting 
qualitative goals that can later evolve to more precise and quantifiable goals to 
meet. Another respondent stated that the impact of these measures has been 
growing throughout the years, since employees are more engaged and qualified, 
and the stakeholders and society relate to the institution’s actions. 

b) As for the environmental aspects, companies with a production compo-
nent, and trade associations from banks and investment and pension funds 
presented several actions, such as:

• controlling and reducing consumption and greenhouse gas emissions in the 
office buildings;

• offsetting the inevitable greenhouse gas emission with a mobility that based 
on more sustainable means of transportation;

• avoiding or minimising pollution generated by the industrial activities carried 
out;

• taking into consideration and assessing the effects on climate change of 
the funding projects, and the measures to implement to eliminate or reduce 
pollutant emissions;
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• promoting products and services that respect the environment;
• fostering the awareness of employees and other stakeholders, with the goal 

of adopting measures to protect the environment;
• energy efficiency plans to reduce the consumption of electric energy, water, 

paper, plastic and other consumables, and reduce waste and pollution;
• dematerialisation of processes, digital documents;
• concerning opportunities to replace equipment, switch facilities or revitalise 

the existing ones, some respondents emphasised the systems for the selec-
tive collection and separation of waste, and the installation of more efficient 
energy equipment (solar panels, LED technology, presence sensors, water-
saving taps, etc.).

The main measure identified is the “carbon footprint”, quantifying energy consump-
tion, waste, greenhouse gas emissions and comparisons of CO2 emissions per 
employee with other organisations in the same activity sector.

c) The aspects related to governance were highlighted by all respondents. 

In entities with a more complex corporate structure, even if that stems from 
a legal imposition, the following aspects were highlighted:

(i) a culture of values geared towards management focused on creating value 
for clients, shareholders, suppliers, people, environment and the respective 
communities;

(ii) the comprehensive application of the ESG factors to all structures 
and management bodies, so as to ensure the appropriate operational 
coordination;

(iii) the creation of sustainability committees, comprised of representatives 
from the different areas within the institution and, in some cases, chaired by 
the executive management body, or committees with more specific frame-
works, committees to promote or monitor diversity (that monitor the appro-
priate diversity in terms of gender, age, background, experience, etc.);

(iv) internal (to employees) and external (to suppliers and different stakeholders) 
awareness and information on sustainable development and environmental 
protection practices;

(v) regarding suppliers, the professionalisation of the purchase function, which 
aims to obtain the best possible commercial conditions, along with the 
demand for environmental responsibility from suppliers, and a relationship 
based on ethics, transparency and mutual respect.

And, in that sense of governance across all ESG aspects, a wide range of policies 
adopted which constitute sustainability items were also listed, such as: 
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• sustainability policies, in which the general acting principles in matters of 
sustainability and the commitments voluntarily undertaken by credit insti-
tutions with their main stakeholders (and which involve recommendations 
from benchmark entities in the realm of sustainability and from regulators); 

• exclusion policies, which define the criteria to be followed during financial 
activities related to specific sectors with prohibitions and restrictions in the 
funding of certain activities (for example, in energy and defence), due to their 
possible social, political or cultural repercussions. They establish criteria to 
evaluate and decide on the involvement in those sectors, specifically due to 
reputational issues;

• diversity policies (gender, race, religion, sexual orientation, age, language, 
experience and training, economic situation or physical condition) which lead 
to dynamic awareness and implementation programmes, such as celebrating 
Diversity Day, carrying out surveys to monitor diversity, market comparisons 
for wages, ensuring a balanced representation when selecting recruitment 
applicants, promoting qualified women for projects with a high degree of 
exposure or for participation in external leadership training actions;

• remuneration policies regarding members of executive bodies of organisa-
tions, promoting medium and long-term sustainability through the balance 
between immediate remuneration (salary) and deferred compensation in 
cash (premiums depending on performance indicators set for the year in 
question), shares (premium depending on the performance indicators for 
multiple years) and supplements for pensions, health insurance and other 
benefits;

• environmental or climate change policies, which reflect the action frame-
work and the initiatives which focus on environmental protection or the 
contribution to minimise the effects of climate change;

• human rights policies, aiming for the protection of human rights in the course 
of their activities;

• policies which promote support and engagement with the local community, 
defining priority focus areas, or volunteering by its employees;

• risk management policies, which, along with other instruments, allow for the 
identification, control and management of risks and represent a key-factor 
for achieving the defined strategic goals;

• sustainable purchase policies;
• product quality and safety policies; and
• other policies pertaining to integrity, management of conflict of interest, 

transaction with related parties, communication of irregularities, preven-
tion of money laundering and terrorism funding, remuneration of governing 
bodies, supervision and employees.

One of the respondents also referred the existence of whistle-blowing channels, 
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which provide all employees with a means to communicate violations, namely in 
matters related to sustainability, complementing internal campaigns to raise envi-
ronmental awareness.  

d) According to several respondents, the integration of different policies 
in their organisations is done through codes of ethics and/or conduct, as 
documents containing a set of principles that govern the management of its 
activity and, specifically, the performance of its employees. 

Some of these codes of ethics will progressively include principles on 
different matters, such as social and environmental concerns, preventing 
and fighting harassment in the workplace and parts reserved for suppliers 
and relationships with clients.

e) The entities related to the provision of financial services and the finan-
cial market highlighted several aspects related to the capacity to fund 
sustainable activities and promote financial instruments based on ESG 
factors. The following are worth mentioning:

• development and promotion of financial solutions that focus on environ-
mental protection, such as renewable energies and energy efficiency;

• analysing the social and environmental risk for credit operations, as well as 
assessing the impacts of funding projects on climate change;

• create a web page dedicated to the investment topics related to “Social 
Responsibility” and to “Environmental Sustainability”, aiming to contextualise 
their approach, and summarising the investment funds related to those topics;

• initiatives to raise awareness regarding sustainability (e.g. Global Money 
Week, International Women Rights Day, etc.);

• one of the respondents indicated to have already issued 600 million Euros in 
“green” bonds and an additional 1 billion Euros in “green hybrid” debt. These 
issues are then taken into consideration in their goals of funding projects to 
produce renewable energy (for example, reducing CO2 emissions by 75% by 
2030, compared to the 2005 levels). In that way, the issuing company is inter-
nationally considered as a green bond issuer, and integrates stock indices, 
both for green bonds and for shares, receiving classifications and integrating 
international sustainability rankings.

f) Some respondents have also identified their intervening role in society in 
the following aspects:

• monitor and support the regulation and implementation processes for legis-
lative proposals;
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• promote cost reductions, as well as a reduction in the bureaucratic and regu-
latory burden on societies;

• organise conferences devoted to the subject of socially responsible 
investment;

• create work groups on sustainability matters, to work as catalysts for the 
discussion and integration of those issues among associations and their 
members;

• cooperate with sustainability analysts (independent);
• participate in non-profit initiatives or associations which promote the transi-

tion into a more inclusive, socially fair and sustainable economy. l
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S

?
3.4 WHAT ARE THE MAIN CHALLENGES 

AND RISKS POSED BY SUSTAINABLE 

FINANCE, AND WHAT TYPE OF SOLUTIONS 

DO YOU IDENTIFY TO MINIMISE AND 

OVERCOME THEM?

everal respondents consider it very important to remedy any attempt at green-
washing, namely, resulting from associating Sustainable Finance with a “trendy” 
theme. Several possible solutions were pointed out, such as the development and 
application of credible criteria to define what constitutes an ESG investment and 
an objective assessment of the respective compliance (for example, by developing 
specific benchmark indices).

The conceptual imprecision and the occasional intangible nature of the ESG factor 
were noted, which cause difficulties regarding the feasibility and practicality of 
Sustainable Finance. They also highlighted the need to inform, train and raise 
the awareness of citizens, institutional investors and public society in general 
regarding issues related to sustainability.

Certain respondents identified the need to obtain and process transparent, 
adequate, reliable and comparable information — specifically in the environmental 
and social domains, where the analyses may not be as evident as in other topics 
related with governance or strictly financial — as it was deemed essential to develop 
adequate methodologies and metrics to measure and report information varying in 
complexity and specificity.

They also noted the need for information and training of the companies, pointing 
out important challenges resulting from the standardisation of technical assess-
ment criteria for different economic (sub)sectors and for regulations on data 
confidentiality. 

It is necessary to effectively incorporate sustainability into organisational proce-
dures, internal systems/controls, investment processes and risk management. It is 
vital to invest in the selection and training of human resources, supplying compa-
nies with resources that allow them to improve their skills in this area of business. 
One of the industry’s representative associations considered that there is no objec-
tive reason to believe that the adoption of policies and the creation of investment 
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in sustainable financial products entails, on its own, any additional or significantly 
higher risk compared to the other more traditional forms of investment. However, 
ESG considerations shall not, in the opinion of that respondent, constitute an 
imposition or restriction, and should be considered when the best interest of the 
client demands it, namely when the client intends to invest in a product which is 
marketed as “green” or sustainable.

The same respondent deemed that the transformation of the financial system and 
the alterations that will need to be introduced in order to channel the capital flows 
into sustainable investment projects pose big challenges to the different market 
players, and it is necessary to persuade the more sceptical of the real advantages 
of sustainable investment. The same respondent also noted that many consider 
the goals set by the Paris Agreement on climate change and by the Sustainable 
Development Goals from the United Nations’ 2030 Agenda, to be too ambitious, 
despite the widespread support of the world community.

Another respondent noted that the main challenge is managing to adapt the finan-
cial market to focus on Sustainable Finance, specifically for long-term invest-
ments and for the integration of ESG aspects into the investment decision-making 
process. Another respondent noted the solution to surpass this challenge is the 
capacity to evolve in the face of the current mentality of short-term financial return 
and to assimilate a broader notion of risk (not only economic or monetary, but 
also social, environmental, reputation, etc.). Long-term implications mentioned 
included the potential costs of compliance and the difficulties in measuring the 
ESG factors.

Several respondents highlighted that this change, although necessary, must be 
carried out progressively and in a balanced manner, and the proportionality prin-
ciple should always be guaranteed. They also mentioned the need to guarantee an 
adequate transition period, to avoid disruptive effects on the funding of economic 
activities and minimising the impact on financial stability.

Several respondents consider it very important to mitigate any potential green 
bubble risks, resulting from overestimating this market segment and also, associ-
ating Sustainable Finance to a “trendy” theme.

A trade association noted one of the main challenges is the transition of sectors and 
activities which are still not sustainable, stressing the importance of supporting 
business sectors which need to go through the transition but are in an unfavour-
able starting point. Otherwise, there might be adverse side effects, which might 
even lead to the closing down of companies. This might be especially negative 
for economically disadvantaged areas or areas highly dependent on a specific 
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business sector. The absence of risk models adapted to Sustainable Finance was 
one of the obstacles mentioned. Another possible solution mentioned was the 
emergence of suppliers specialising in ESG metrics and adopting standards and 
sharing practices, either on the internal structure of financial institutions (and 
more widely of the financial groups in which they are included in) or in the midst of 
trade associations or other forums or debates.

They also mentioned the incipient status of Sustainable Finance in the Portuguese 
market, and mentioned the following possible solutions:

• aligning public policies with initiatives from the Action Plan of the European 
Commission, along with other financial market agents, aligning energy and 
industrial policies, among others, with the development of green and/or 
sustainable products and services;

• granting non-refundable subsidies, in an early stage, to foster the private 
sector during the energy transition;

• granting tax incentives to companies which have green funding;
• establishing targets to guide the investments, for certain types of activities/

projects;
• supporting banking institutions through assurances which enable the 

improvement of the level of credit rating and their capacity for green funding;
• defining other incentives which promote development programmes to 

produce renewable energy.

On the environmental aspect, they noted the absence of a classification of the 
ecological footprint of the clients and partners of credit institutions, which impairs 
the identification and measurement of ESG impacts. There was also a mention to 
the difficulties in the control and certification process for the results obtained, for 
example, from energy efficiency projects, decarbonisation projects, inefficiency 
reduction projects and recycling projects, among others. The possible solutions 
suggested to overcome these obstacles were the creation of incentives to support 
the additional costs associated with the funding of sustainable projects, the public 
certification of sustainable companies (e.g. the creation of a “Green SME” label) 
and projects, and the promotion of environmental literacy among consumers and 
companies.

Another respondent pointed out that one of the main challenges electric utilities 
face is the integration of renewable energies into the production mix, which will 
require a more flexible distribution system, integrated energy solutions and the 
reduction of the consumers’ dependency on electric utilities. l
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T

?
3.5 SPECIFICALLY, DOES THE INTEGRATION 

OF SUSTAINABILITY FACTORS CONFLICT 

WITH THE GOALS OF MAXIMISING 

PROFITABILITY IN THE SHORT, MEDIUM

AND LONG TERM?

he participants consider that the integration of sustainability factors is important 
for the creation of value in the medium and long term, and it does not conflict with 
the goals of maximising profitability.

To defend this position, the respondents presented the following reasons:

• Several academic studies demonstrate a positive correlation between the 
incorporation of ESG factors into the strategy, management and activity of 
companies and their long-term financial returns (companies with high ESG 
ratings showcase lower capital costs, a better performance in shareholder 
market return and a better accounting return).

• Disregard for the medium-long term vision, especially in businesses deeply 
dependent on ecosystems and people may lead to the company losing its 
ability to continue operating.

• Respect for the preservation of the environment and awareness of the 
social and ethical aspect of the decisions made is important for economic 
development. 

• Integrating sustainability factors is linked to differentiation (whether at 
the product supply or taxation levels, if there are incentives in this regard); 
gains in efficiency (for example, by investing in less polluting technologies 
they generate an environmental and economic return due to the higher effi-
ciency of the activity in course); and a more "cost-effective" risk assessment 
resulting from the application of the principles of precaution and the correct 
assessment of the environmental impacts.

• Not integrating the ESG factors may lead to a higher reputational and liti-
gation risk, given that it is a disadvantage for a company to see its name 
connected to environmental disasters, poor work conditions, lack of diver-
sity and/or discrimination, corruption or other dishonest practices.

• The market will naturally end up demanding an adaptation and evolution by 
companies and the remaining economic agents, even if that option might 
represent charges and additional costs in the short term.
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• The adaptation of companies in their behaviour and their product creation 
will be expected to increase the profitability of their sustainable products to 
levels similar to their other products.

However, the correct integration of the sustainability factors demands a set of 
premises involving circumstances that might potentially conflict with the maximi-
sation of profitability on the short term, from which the following can be highlighted:

• It may generate additional costs, specifically related to added responsibil-
ities of compliance, information disclosure/reporting, allocation of more 
resources to issues whose return is not immediately quantifiable (such as, 
for example, the strengthening of good governance practices).

• There are savers with greater short-term goals and needs that should also be 
met. Therefore, this requires some balance. This aspect is particularly rele-
vant in the case of asset managers acting independently and in the exclusive 
interest of the participants, without interferences in their decision-making 
ability for the benefit of their clients. Such external influences can distort the 
characteristics or conditions previously agreed for a product/service.

• The short term may present bigger challenges, given that the adoption of 
exclusion principles, for example, or a higher demand on an ESG level, might 
limit some opportunities in the near future. 

The higher or smaller capacity to balance the investment goals, based on ESG 
criteria, with the profitability goals will depend on the adoption of strategies which 
aim for longer deadlines, instead of actions focused on quick profit. However, the 
integration of ESG factors depends on the type of business the company conducts, 
whether it is aligned with its strategy, the intended impact and the timeline wherein 
that impact is to be achieved (transition plan). l
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T

?
3.6 WHAT IMPACTS ARE TO BE 

EXPECTED WITH THE INCLUSION 

OF ESG PRINCIPLES IN THE LONG-TERM 

RETURN OF A COMPANY?

he respondents mainly highlighted positive impacts, such as:

• It will spawn companies who defend the ecosystem by creating symbiotic 
relationships between clients, suppliers, workers, investors and society 
in general, which will translate into sustainable synergies in the long term, 
repeatable and exponential as seen in large multinational companies.

• The increase in trust by the stakeholders and, consequently, the contribution 
to a more equal society, more responsible in the use of resources and more 
respectful towards the environment.

• A bigger recognition for brands (a better image amongst public opinion), 
leading to positive assessments of companies by the investors.

• Preference for investing in companies that distinguish themselves in sustain-
ability practices, creates conditions so that these can also distinguish them-
selves in terms of the expected profitability (higher profitability), adjusted 
by the medium and long-term risks and aiming for timelines better suited for 
investment performance analyses.

• Investing in ESG products/services ensures a greater stability for the invest-
ment and reduces the possibility of big fluctuations resulting from the occur-
rence of extreme natural phenomena, pollution, etc. (lower volatility).

• Better performance in the management of operational risks and specific 
businesses of the company, and therefore a lower probability of incidents 
which might affect its stock price.

• The inclusion of companies in international sustainability indices may result 
in broadening its investor basis, but it also constitutes an additional respon-
sibility about reporting and progressing ESG factors, given that an exclusion 
from a sustainability index may potentially lead to disinvestment decisions.

• The circumstance of listed companies informing the market about the evolu-
tion of the integration of sustainability factors in their strategy and activity 
may benefit their respective goals of maximising profitability in the medium 
and long term.

Several respondents did point out certain aspects considered important for the 
positive impacts to come to fruition regarding long-term returns for companies, 
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which can be summarised as follows:

• Difficulty in establishing, objectively and precisely, the type and extent of 
the possible impacts on the business structure as a consequence of such a 
complex, broad and decisive shift.

• The need for companies and their funders to identify and assess the current 
exposure to assets likely to go through abrupt or acute depreciation due to 
changes in policies, customer’s preferences and regulations in the area of 
decarbonisation.

• The investment in hiring and retaining talent, developing capabilities and 
skills of their employees, in prosperous and attractive work environments 
and balanced life styles, together with fostering meritocracy and welcoming 
diversity, are essential conditions for organisations that wish to be innova-
tive and competitive.

• The traditional profitability/risk dichotomy in financial terms will need to be 
broadened to a combination of profitability/risk in financial, social and envi-
ronmental terms. This will create company analyses and assessments, as 
well as grounds to support for more complete and realistic investment or 
funding decisions.

• The reflection of that broadening must be integrated and holistically reflected 
in the prudential (and fiscal) framework of the investment service provision.

• The inclusion of ESG principles and the development of better solutions for 
companies must be supported by a formal recommendatory and self-regula-
tory framework. l
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W

?
3.7 3.7 WHAT ARE THE MAIN OBSTACLES 

ASSOCIATED TO THE SUPPLY AND 

TRADING OF SUSTAINABLE FINANCIAL 

PRODUCTS AND SERVICES, AND HOW CAN 

THEY BE OVERCOME?

ithout being exhaustive, the following list identifies several obstacles associated to 
the supply and trading of sustainable financial products and services, as well as the 
solutions aimed at overcoming them, as individually indicated by the respondents: 

(i) Conceptual imprecision and confusion, absence of a clear and objective 
common language in matters of Sustainable Finance, which causes difficul-
ties for investors and companies. 

Solution: Continue and intensify the actions which have been under devel-
opment in Europe as part of the “Action Plan: Funding a sustainable growth”, 
namely the definition of a common taxonomy around sustainability and 
a sufficiently consistent and clear European framework, which defines 
common and broad concepts and rules for communication and transparency.

(ii) Lack of knowledge by several market agents (institutional investors, 
companies, general public) — in the context of financial (i)literacy — regarding 
the importance of ESG principles. A lot of companies still lack the aware-
ness to adopt policies based on these principles and most of the investors 
are unaware of the advantages and benefits of incorporating ESG factors 
into the products and services contracted. One respondent in particular, a 
debt issuer, mentioned the absence of positive discrimination by the market 
towards companies that trade sustainable financial products.

Solution: Awareness raising initiatives (seminars, workshops and discussion 
forums) and promotion of the citizens knowledge about issues associated 
with sustainability, professional and higher education (through partnerships 
with universities) for the different stakeholders, as well as the inclusion of the 
subject in school curricula and training plans aimed at the improvement of 
financial literacy. Taking into account the proliferation of documents issued 
and under the development and discussion stages, a suggestion was made 
to develop a documentation centre for these topics, for example through the 
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creation of a webpage exclusively devoted to this topic, which could also be a 
digital platform to exchange questions and experiences.

(iii) Excessive focus of investors on short-term financial return and the pres-
sure of quarterly results, given the deep-rooted idea that the fiduciary duties 
of company managers are solely generating profit, or that at least that should 
be the main focus.

Solution: Debunk the idea that sustainable investment cannot coexist 
with the goal of maximising profit, for example through awareness raising 
campaigns and the disclosure of the results of academic studies to compa-
nies and the general public. Another solution mentioned would be to recon-
figure and expand the legal concept of “fiduciary duty”, considering the 
sustainability goals (for example, the law could clarify that disregarding 
the ESG factors — or at least obtaining profit through the violation of those 
factors — would be considered a violation of fiduciary duties). However, this 
solution does not always have consensus.

(iv) The still relatively early stage of quantitative measurement of the bene-
fits of sustainable products and services may result in scepticism from 
professional and retail investors. The long process of growth for “green” 
products and services (and also “green” companies) through their distinc-
tion via the application of ESG criteria was also indicated as a possible 
obstacle.

Solution: Promoting the awareness of the target markets and anticipating 
and adapting the internal structures and procedures, as well as the offer of 
products by the financial service providers, to the evolution of the market’s 
needs. They also highlighted the role of index supplying companies, that can 
define and assess the compliance with the relevant criteria in a credible way, 
aiming to create specific benchmark indices. On the one hand, these will 
allow to harness the specific and beneficial effects of a style of ESG invest-
ment. On the other hand, they will promote this style of investment amongst 
the vast universe of the so-called passive investment.

(v) The supply of sustainable investment is still small and restricted, so the 
difficulty in trading these products and the lack of liquidity may lead the 
investors to maintain them until the maturity date. 

Solution: Increasing the issuer base, with sovereign issuers and suprana-
tional organisations playing a key role in stimulating the economy. It is manda-
tory that the increase is accompanied by profound changes within compa-
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nies which, as possible issuers, will have to focus further in these matters, 
providing products which are guided by this type of practices, granting the 
market a greater diversity of investments and the mitigation of potential 
concentration risks.

(vi) The companies that disclose sustainability reports [or non-financial infor-
mation reports, under Decree- Law no. 89/2017, brought by the transposition 
of Directive 2014/95/UE] do not do it in a standardised way. This often leads 
to the information they contain, though very relevant to the stakeholders, 
not being very useful for investors who intend to create an ESG investment 
strategy. 

Solution: The corporate reports (at least in certain companies) should 
include a materiality analysis which identifies the main ESG aspect that may 
affect the company’s performance in the future and how these aspects are 
being addressed. This should be done according to credible standards which 
generate comparable information.

(vii) There are few companies which are obliged to disclose non-financial infor-
mation (taking the Portuguese business environment into consideration) 
and, in practical terms, the impact of that duty is relatively weak, consid-
ered as a “regulation without penalty”, due to the application of the “comply 
or explain” principle.

Solution: An item was pointed out that can soften the effects from this last 
observation, and it is the existence of several support tools for the transi-
tion towards sustainability, such as the “ESG reporting guide”, drafted by 
the Business Council for Sustainable Development (BCSD Portugal), which 
presents the ESG factors applicable for all activities in general and the 
“BCSD Portugal Charter of Principles”, which sets the principles that form 
the guiding lines for a good business management. The Charter encourages 
subscribers to report non-financial information of companies which are still 
not under Decree-Law no. 89/2017. The Charter is inspired by the Universal 
Declaration of Human Rights, the ILO Declaration on Fundamental Principles 
and Rights at Work and the United Nations Global Compact.

(viii) The absence of adequate tools and metrics limits or stalls decision-making. 
The savers and asset managers need reliable, complete and standardized 
information that allows them to reach an informed and responsible purchase 
decision, make comparisons, guarantee that a certain product/service is, 
indeed, “green”/sustainable, identify the best business opportunities and 
assess possible risks and impacts. 

3. CONSULTATION 
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Solution: Promoting, in Portugal, the existence of entities which assess, in 
a proper and independent way, the sustainability of a specific company of 
project (above a certain amount) and awarding them a rating according to the 
respective “E”, “S” and “G” concerns. This allows investors to more easily iden-
tify and monitor the most adequate investments. They suggested the adop-
tion of a classification system similar to the one used by the “Energy Trilemma 
Index” [which analyses the sustainability of energy systems of each country 
and awards them a classification based on three different variables: i) energy 
security, ii) energy equity, iii) environmental sustainability]. It is based on a 
set of three letters, in which the first is the environmental factor, the second 
the social factor and the third the governance criterion. This brings together, 
in a single rating, the three sustainability components.

(ix) The inclusion of sustainability in products and services made available, 
demands specific knowledge from the operators (asset managing compa-
nies, brokers, financial analysts, auditors, software suppliers, etc.) who, due 
to the technicality and extension of these themes, will naturally need to be 
strengthened. This will imply added costs. 

Solution: Investing in training and in the improvement of skills of human 
resources in these areas. For example, this should be a matter included in the 
minimum content grasped by the employees of financial intermediaries who 
provide consulting services for investment, third-party portfolio manage-
ment services, or provide investors with information on financial products 
and investment services, primary or auxiliary, as well as those provided by 
independent consultants (pursuant to CMVM Regulation no. 3/2018). It should 
be highlighted that, for entities based in Portugal, the associated charges 
will be quite significant and not negligible, due to the small size of the market, 
as well as the fact that these do not benefit from potential synergies created 
inside groups with an international scale.

(x) High costs associated to hiring independent experts in order to assess the 
goals of sustainable financial products and services, given that there are 
technical specificities associated to the projects and the need to measure 
the obtained results (for example, in terms of efficiency, improvements on 
environmental impact, among others) and to the certification (often a deci-
sive factor for the market’s recognition of the ESG concerns and practices of 
a specific company, product or project). 

Solution: In this, the Government could take on a crucial role by creating 
funding mechanisms which would facilitate access to the mentioned tech-
nical work.
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(xi) The excessive compliance and reporting needs may become an obstacle 
for smaller companies that are less use to communicating with the market. 
The cases in which the relevant KPIs for most companies include key planet 
indicators, key people indicators, key purpose indicators, are still rare (i.e. 
certain indicators that most contribute to distinguish a profitable company 
in the short-term from a sustainable company).

Solution: Setting clear and easy-to-check criteria and standards to measure 
and report impacts, may represent an important facilitator of the supply of 
this type of financial product and service. l
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S

?
3.8 SHOULD ANY TYPE OF INCENTIVES 

BE GIVEN IN ORDER TO FOSTER THE 

GROWTH OF SUSTAINABLE INVESTMENTS 

IN PORTUGAL? IN WHICH SECTORS? 

OF WHAT NATURE?

everal respondents highlighted the importance of previous studies for awarding of 
incentives. On the one hand, they identified the need for a detailed technical ana- 
lysis of the currently existing incentive framework and its efficiency and adequacy 
ratios on this matter. On the other hand, they mentioned that the very nature of 
the incentives to be given shall be the purpose of an in-depth study which clearly 
identifies the pool of entities, products and services to be covered, unequivocally 
clarifying the characteristics and/or conditions that should be met so that the 
more favourable treatment is potentially granted. 

One respondent questioned if the incentives would be directly attributed to the 
company carrying out the sustainable investments and choices (e.g. encour-
aging the acquisition of less pollutant equipment and technology) or to the inves-
tors, so that these favour companies which showcase better ESG performance, 
in their investment decisions (e.g. the acquisition of shares or bonds). Another 
respondent also noted that the need to ensure that the potential incentives are 
attributed to companies that are truly committed to the ESG principles, avoiding 
their use as greenwashing instruments, namely as a way to disrupt the healthy 
market competition. 

They also highlighted that all sectors should be able to benefit from incentives, 
even if the level of effort may be considered when attributing the benefit. One of 
the industry’s representative associations added that, in the banking sector, as 
in any other type of activity based on the free competition between the various 
market agents the free choice of the final consumer, the incentive which, in time, 
will promote the ESG investments in a more sustainable way, will be the very oper-
ation and development of the market. As an example, they mentioned the supply 
of products and services (credits and insurance) for individuals and companies 
related to the increasing energy efficiency of real estate or the stimulation of the 
issue of green bonds, due to the growing demand.

Some respondents were in favour of the positive discrimination of sustain-
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able investments (for example, in activities and solutions which promote carbon 
neutrality), namely through easier access to credit, reduction of fees and/or taxes, 
the attainment of increments from funding rates of investment support projects, 
among others.

Some respondents mentioned that financial, tax or other incentives could boost 
the growth of sustainable investments in Portugal and gave the example of tax 
deductions for companies that, through sustainable investments, could increase 
energetic efficiency and self-financing of their organisations. Other examples of 
investments were also pointed out:

• The creation of mitigation and risk-sharing mechanisms through (i) insur-
ances, including insurances that minimise investment risks and environ-
mental risks insurance, and (ii) public guarantees for granted credits that 
comply with ESG criteria, the costs of which (e.g. mutual guarantee commis-
sions) could be assumed/subsidised by the State;

• The creation of an Advisory Platform for Sustainable Investment, to promote 
and provide advisory and technical assistance services, support public and 
private local and/or national entities, in identifying, preparing, developing 
and financing sustainable investment projects;

• The promotion of free access to information about activities, products and 
solutions of sustainable financing, specifically through the creation of a 
public dedicated portal;

• The creation of a tool that allows financial intermediates to have an estimate 
of the issuances related to the activities being financed;

• The fostering of publications and public statistics, e.g. by the INE (Portuguese 
National Statistics Institute), monitoring and measuring Sustainable 
Development Goals and the Paris Agreement targets;

• Promoting the development of external partnerships, for eligibility criteria 
control in the reduction of greenhouse gas emissions, reduction of ineffi-
ciencies, promotion of recycling, etc.

Financial incentives and support already available in Portugal were mentioned, 
aimed to boost the sustainable economy, highlighting COMPETE 2020, within the 
framework of POCI (Operational Program Competitiveness and Internationalisation), 
the PO SEUR (Operational Program Sustainability and Efficiency in the Use of 
Resources), the PDR 2020 (Rural Development Program 2020), Regional Operational 
Programmes (Regional PO’s), referring also the adopted actions as part of the 
SIFIDE – Tax Incentives System for Innovation & Business Development, aiming to 
increase competitiveness of businesses, supporting their research and develop-
ment efforts through, among others, the deduction of IRC tax (corporate tax) of 
that kind of expenses. 

3. CONSULTATION 
REPORT 



43

SUSTAINABLE FINANCE: CHALLENGES AND PRIORITIES FOR BOTH THE MARKET AND CMVM

Only one respondent was not in favour of the adoption of incentives since the 
desired impact for this kind of investments should benefit all, regardless of the 
business sector. l

3. CONSULTATION 
REPORT 
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3.9 IN THE PRESENCE OF SUBSIDIES, 

TAX REDUCTIONS OR OTHER INCENTIVES, 

WOULD YOU CONSIDER THE OFFER OF ESG 

PRODUCTS AND SERVICES?

Several respondents replied positively to this question, mentioning that the crea-
tion of subsidies including fiscal ones, the reduction of fees or the creation of other 
incentives to provide ESG products and services, could constitute an appropriate 
manner of boosting the development and expansion of products and services. 
However, one respondent highlighted that even in the presence of those incentives 
smaller companies could struggle with ESG strategy implementation.

One of the industry’s representative associations believes that, although the 
concession of tax benefits, subsidies, reductions of taxes or other kind of incen-
tives cannot be considered determinant and decisive, they will nonetheless consti-
tute a factor to consider in the companies’ decision-making process, namely in 
the assets and pension funds management sectors, to offer ESG products and 
services. They also considered it appropriate to provide for the creation of credit 
risk-sharing mechanisms and/or insurances/guarantees that would make the 
investment in these products/services more attractive for both managers and 
participants.

Another one of the industry’s representative associations draws attention to the 
fact that there are still few consumers opting for sustainable products, or that 
are willing to pay more for the same products. Almost none are willing to pay an 
“environmental fee”, a reality that can also be translated to financial products and 
services. Given that the offer of financing or investment products with environ-
mental and social criteria is not wide, it appears that, e.g. the search for financing 
products for solar energy and photovoltaic panels, within individual or company 
segments, decreased considerably when the incentives for the acquisition of 
these type of equipment was reduced.

It was also mentioned in a recent report of the Climate Action Network Europe 
(CAN-Europe), wherein Portugal was classified as being one of European Union 
countries most affected by “energy poverty”, lacking measures for a genuine 
change in Portugal with regard to energy efficiency, particularly buildings. l

S

?
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M

?
3.10 WHICH INITIATIVES COULD BE 

TAKEN BY CMVM TO CONTRIBUTE 

TO THE DEVELOPMENT OF SUSTAINABLE

FINANCE IN PORTUGAL AND MITIGATION 

OF ASSOCIATED RISKS?

ost respondents acknowledged the active role that CMVM has played in this area, 
highlighting the importance of informing the market about initiatives already 
taken, ongoing or already announced to stimulate, and continuing to make every 
endeavour to raise awareness within the market to the importance of this matter, 
notably through the promotion of recommendations and good practices, and the 
creation of foundations for the engagement of all interested parties in the finan-
cial market, in partnership with government policies. Simultaneously, the need to 
ensure the monitoring of a permanent dialogue with the different stakeholders 
was also reported, aiming for a planned and phased implementation of the several 
ongoing regulatory measures, so that they can be incorporated in an effective and 
efficient way.

Therefore, the role of CMVM was widely mentioned in the promotion of confer-
ences, workshops, and information and training sessions, highlighting the impor-
tance of carrying out efforts at a national level, in order to inform, clarify and 
educate the finance community on Sustainable Finance. The importance of the 
regulators’ collaboration was also mentioned, to produce elements and formats of 
information on regulatory and recommendatory frameworks, with an accessible 
language, in a user-friendly format, designed for the intended targets.

Since the regulatory and recommendatory frameworks are quite extensive and 
complex, it was deemed relevant for the regulatory entities to make an effort so 
that those frameworks can be well perceived by the recipients. In that context, the 
importance of the role played by CMVM to accurately and swiftly clarify the content, 
already deriving from the non-financial reporting obligations, was mentioned.

One of the industry’s representative associations mentioned we are at a time 
wherein there is still no framework in Europe sufficiently accurate and clarifying, 
thus proving essential for CMVM to intervene in an attentive and pedagogical 
way, obviating greenwashing attempts, resulting from the increasing demand for 
sustainable products and services, also aiming to identify in advance, possible risks 
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of green bubbles, that can result from the over evaluation of this market segment.

It was also mentioned by several respondents that, given the wide range of this 
subject, regarding potential impact on society as a whole, as well as the interna-
tional nature of it, the CMVM initiatives must be aligned with the guidelines of the 
European Union, the European Supervisory Authority (ESA) and the Network for 
Greening the Financial System (NGFS), thus avoiding the overload of national oper-
ators, comparing with their European counterparts, through the introduction of 
additional or restrictive obligations, favouring the adoption of standard rules (level 
playing field) and, consequently, a healthy and fair competition at European level. 
In any case, the importance of the regulator to strive, as much as possible, for the 
presence of a clear and proportional regulatory framework, given the wide diver-
sity of existing strategies and investment approaches, was highlighted.

CMVM’s important participation in European institutions and forums (one example 
being ESMA — European Securities and Markets Authority) was also underlined, 
to guarantee the establishment of concrete and appropriate measures, and the 
one-voice understandings between the various Member States (supervisory 
convergence).

Finally, the important role played by CMVM was highlighted, for ensuring that listed 
companies can continue to become more sustainable through their own initiatives, 
not imposing additional regulations, but contributing the supervising authority for 
the creation of appropriate incentives for a support and dialogue context favour-
able to safe progress in this regard. l

3. CONSULTATION 
REPORT 
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M

?
3.11 SPECIFICALLY, DO YOU IDENTIFY 

ANY REGULATORY NEEDS IN PORTUGAL, 

ADDING TO THE ONGOING OR ANNOUNCED 

REGULATORY INITIATIVES OF THE EC’S 

ACTION PLAN?

ost respondents did not identify any additional regulatory needs in Portugal, 
considering, in particular, that the recent legislative proposals at the European 
level have not been concluded yet. 

Therefore, it was argued that, in the context of the creation of a single capital 
market, efforts must be made to develop a sound European framework, avoiding 
national specificities that could lead to the fragmentation of the domestic market. 
The standardisation of the legislation framework at European level would allow 
the boost of investments in cross-border sustainable investments and enable the 
inflow of foreign sustainable investments in the EU.

The need to avoid gold plating phenomena was also highlighted (i.e. imposing 
content or additional requirements to the transposition or execution of the 
European legislation), that distort the community level playing field and create 
unjustified and onerous asymmetries and competitive distortions between 
Portuguese entities and other European entities, promoting forum shopping and 
the exodus of agents and investments from Portugal. 

Assuming the introduction of new regulations, the adoption of gold plating options 
should only occur in exceptional situations, based on:

(i) within specific particularities of the Portuguese reality and, even in those 
cases, subject to principles of reasonableness and proportionality; and/or

(ii) in a comprehensive consultation of all interested parties, and aligned with 
national and European goals; and/or

(iii) with the increase in demand and offer of financial products and services that 
foster sustainable investment, and an orderly transitional process for activ-
ities not yet sustainable, without compromising financial stability, being the 
ultimate goal and focussing on investor protection.

The notion of proportionality was widely mentioned, underlining that the incorpora-
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tion of ESG principles and factors should favour a flexible, integrated and balanced 
approach, given the diversity of investment styles, as well as factor relevance and 
the materiality of possible impacts on the investment return.

The need to ensure a stable regulatory and statutory framework, guaranteeing the 
early disclosure of public policies goals in this regard, of the applicable regulatory 
framework and the supervisors’ expectations, assuring that the solutions are duly 
considered, calibrated and implemented in phases.

Several respondents showed preference for the adoption of recommendatory and 
auto-regulatory mechanisms, subject to the critical appreciation of stakeholders, 
while another respondent underlined that the involvement of stakeholders in 
discussions was essential for greater transparency of the process. Furthermore, 
one respondent emphasised that the regulators should not be the ones to deter-
mine how to integrate ESG factors, leaving this role to the stakeholders, who should 
be able to choose the approach with which they better identify. What matters is that 
transparency is ensured, not only concerning the factors used by the managers, 
but also how factors are analysed. 

One respondent considered that the Sustainable Finance subject should not 
contribute to overload the market with expenses and statutory impositions — 
avoiding the duplication of information reports or significant changes with signif-
icant costs —, especially because they deal with subjects that are still far from 
reaching a sufficient level of stability and maturity. 

It was also mentioned that any statutory and regulatory changes must promote 
synergies with the procedures already in place, in order to avoid unnecessary 
costs, which constitutes a critical aspect for institutions and small and medium 
sized companies, that do not have the same resources as other European compet-
itors to pay for certain services provided, such as ratings contribution or auditing 
and consulting services.

However, as brought to attention by a respondent, the presence of ESG factors, 
particularly in our sectoral legislation, is still narrow and warrant careful and contin-
uous attention, in order to keep up with the rhythm in which these subjects tend to 
evolve in other jurisdictions. l
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O

?
3.12 WHAT ARE THE REASONS FOR NOT 

ADOPTING POLICIES / INVESTING IN 

FINANCIAL PRODUCTS / ISSUING FINANCIAL 

PRODUCTS “E”, “S” AND “G”?

ne of the industry’s representative associations mentioned that there are no 
substantive reasons against the adoption of policies in this matter or against 
the investment in or issue of sustainable financial products, showing that it is a 
growing concern among economic operators and market players.

Another industry’s representative associations stressed that the banking sector 
already has several initiatives, programmes, goals, policies, products and 
services incorporating ESG factors. The inclusion of the ESG scale is a process 
of gradual and consistent incorporation, presenting some challenges and risks, 
which is becoming increasingly a strategic approach of organisations. This 
process requires, for instance, working in a responsible way with investors and 
clients to promote sustainability, dividing clients according to their preferences 
in terms of sustainability, offering sustainable financial products and funding 
solutions and creating, in a proactive manner, the demand for this type of prod-
ucts and services.

Another respondent mentioned the absence of a regulatory and non-regulatory 
framework that differentiates loans, investments in stock/bond portfolios and 
other derivative products, stock/bond indices, in accordance with ESG factors, as 
well as the absence of initiatives that allow for the participation of all stakeholders 
in promoting the inclusion of ESG aspects and performance.

One respondent mentioned that incentives may be set by governments and regula-
tors, but final decisions will fall upon issuers and providers.

Another respondent highlighted that, although it is possible that there will be 
products which have a greater impact on just one of the ESG factors, the “ESG” 
vs “non-ESG”, dichotomy will hardly persist in a context wherein, for instance, the 
major international management companies are on the way to the integration of 
ESG criteria into the mainstream - covering all activities and processes, as regards 
investment, risk and reporting - and this fact should not, however, hinder reflection 
and wide-ranging debate by the society, which enables finding at each moment the 
best solutions for that goal to be accomplished.
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nother respondent to the consultation stressed that investors must be given the 
chance to invest in this type of product and it is clear that, given the current situ-
ation, institutional investors are those who prevail as regards socially responsible 
investing. l

3. CONSULTATION 
REPORT 
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ll inputs represent the perspectives of the varied stakeholders in the market, given 
the diversity and range of the entities which took part in this public consultation, 
which includes the banking sector, issuers, asset and pension funds managers, 
trading structures, specialised and industry associations - including consumer 
associations - and other professionals who provide services, not only as organisa-
tions but also by expressing investor’s concerns.

CMVM finds that the outcome of this initiative offers a significant contribution to 
the study and characterization of this subject in Portugal, enriching the national 
debate on Sustainable Finance and enabling a clearer understanding of the vision, 
main concerns and expectations of the market players.

In the light of inputs received, it is clear that there is already significant awareness 
of the importance and benefits of an ecosystem of Sustainable Finance and the 
need to engage the society as a whole in the mandatory transition into a sustain-
able economy. The entities involved in the public consultation disclosed that the 
integration of ESG factors into their organisations and decision taking processes, 
although being made differently according to the business model and sector, is a 
constant and growing concern in the organisations.

Therefore, across the different business areas and sectors, the positive impact 
that integrating ESG factors can have on investors and society as a whole - in the 
form of greater trust as regards the functioning of financial markets and institu-
tions - is highlighted by this report. 
  
The ability to identify a high number of ESG factors which apply to the varied areas 
of operation of the entities which took part in this public consultation was particu-
larly marked. This aspect will allow CMVM to incorporate, in a balanced and contex-
tualised manner, into its concerns with market development, any different expec-
tations that supervised entities and investors may have.  In addition, the various 
elements and sustainability practices identified in the several organisations will 
allow better assessment of the conditions for its progress in the development of 
Sustainable Finance. Among the identified elements, the future work of organisa-

CONCLUSIONS

A

4.
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tions themselves, of their stakeholders and supervisors and regulators will involve 
the identification of the most promising and encouraging sustainable action plans, 
subject to the hierarchy of specific goals pursued by each institution.

CMVM is aware of the paramount role that regulators must take on regarding this 
subject within the scope of the respective mission of ensuring investor protection, 
namely as regards the clarity, completeness, quality and comparability of informa-
tion provided to the market, as well as guaranteeing market stability and integrity, 
including by means of the identification, anticipation and mitigation of risks and 
problems which must be subject to constant supervision.  

In this context, on an international scale, CMVM participates in the forums that the 
International Organization of Securities Commissions (IOSCO) and the European 
Securities Market Authority (ESMA) created over the course of this year for discus-
sion and sharing of knowledge and experiences among regulators.  The Sustainable 
Finance Network1 established by IOSCO aims at promoting knowledge and experi-
ence sharing among the members on their experiences related to initiatives and 
regulatory approaches. Its initial aim is carrying out a research and outcome of 
national initiatives by securities regulators and by other international organisations. 

Additionally, ESMA created a Coordination Network on Sustainability (CNS)2 whose 
work supports the European Commission's Action Plan in investment services 
and assets management. CNS is responsible for the development of the regula-
tory policy in this domain, particularly in the integration of sustainability factors 
in financial regulations, and also aims to promote supervisory convergence. The 
short-term pressures in financial markets (short-termism) is a subject CNS has 
been working on, considering the opinion that ESMA will have to issue on the 
subject, by request of the European Commission.  

4. CONCLUSIONS

1 https://www.iosco.org/library/pubdocs/pdf/IOSCOPD625.pdf (see page 3)
2

 https://www.esma.europa.eu/press-news/esma-news/esma-appoints-chair-its-new-coordination-network-sustainability

https://www.iosco.org/library/pubdocs/pdf/IOSCOPD625.pdf
https://www.esma.europa.eu/press-news/esma-news/esma-appoints-chair-its-new-coordination-network-sustainability
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CMVM, as an organisation, sets as one of its priorities for 2019, the integration of 
sustainability principles in its action and management3. This priority encompasses 
three areas of action: (i) integration of sustainability principles in management 
and internal action, (ii) introduce the topic to public debate and (iii) the conscious 
inclusion of environmental, social and governing aspects in market practices and 
supervision models. Combining ESG sustainability principles with the 17 sustain-
able development goals (SDG) set by the UN, CMVM contributes – within its respon-
sibilities – to the achievement of 154 of these SDGs5.  

At a national level, CMVM participates with other national regulators and also banks 
and sectoral associations in the Working Group for Reflection on Sustainable 
Financing, led by the Ministry for the Environment and Energy Transition, having 
signed the Commitment Letter for Sustainable Financing in Portugal6 and approved 
the document “Guidelines to accelerate Sustainable Financing”7. All the initiatives 
that have already been implemented have allowed the CMVM to position itself today 
in a clarified and informed way which is an essential condition of legitimacy for our 
performance and the efficient use of our resources in the respective allocation to 
a theme, that although recurrent, still requires a high degree of sedimentation.

Thus, it is extremely positive to know the expectations of respondents to the 
consultation on the type of intervention they expect from the regulator. CMVM 
believes that it can contribute significantly to the implementation of solutions 
that will help overcome a few of the challenges raised by Sustainable Finance and 
the obstacles associated with the supply and marketing of sustainable financial 
products. 

4. CONCLUSIONS

3  https://www.cmvm.pt/en/The_CMVM/CMVM%20Action%20Plan/Pages/CMVM-priorities.aspx
4

  “ODS 1 – No poverty” and “ODS 2 – Zero hunger” were excluded.
5

 Among others, CMVM has been developing and investing in several initiatives for employees, oriented to promoting a healthy 

life, providing quality education, acceptable work conditions, promoting innovation and investing in infrastructures. Also, in 

the relationship with suppliers, to promote sustainable public procurement, the hiring process was dematerialised, and on 

the specifications, environmental and sustainability technical specifications were included, when applicable, or award criteria 

related with social, environmental and innovative features. Measures for the reduction of paper, water, electric energy and 

other consumables were adopted. In the relationship with those supervised, electronic invoicing was implemented. In the 

relationship with investors to foster financial inclusion and market development, CMVM focused on quality education, which 

contributes to the reduction of inequalities, specifically through the National Plan for Financial Education, World Investor Week 

and investor profile study.

6  https://www.sg.mate.gov.pt/images/ImagensNoticias/Carta_Compromissos.pdf

7  https://www.sg.mate.gov.pt/images/ImagensNoticias/Linhas_orientacao_financiamento_sustentavel.pdf

https://www.cmvm.pt/en/The_CMVM/CMVM%20Action%20Plan/Pages/CMVM-priorities.aspx
https://www.sg.mate.gov.pt/images/ImagensNoticias/Carta_Compromissos.pdf
https://www.sg.mate.gov.pt/images/ImagensNoticias/Linhas_orientacao_financiamento_sustentavel.pdf
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Therefore, and aligned with the expectations shown in the consultation, CMVM:

• will continue promoting debate and information sharing on Sustainable 
Finance to increase knowledge and training on that subject by providing, for 
example, a specific area on its website with relevant and up-to-date informa-
tion on Sustainable Finance;

• will be in permanent dialogue and close contact with market stakeholders 
to follow-up on any concerns and difficulties accounted, in their different 
perspectives, in this domain, with a view to contributing to their clarification 
or applying them in the discussions and solutions that exist on a national and 
international scale;

• will be remain available to clarify and monitor issuers in the fulfilment of the 
duties already in place for said, concerning sustainability, namely within the 
context of non-financial reporting; 

• will continue its active and committed participant in international (IOSCO - 
International Organization of Securities Commissions), (European Securities 
Market Authority - ESMA) and OECD) and national forums (Sustainable Finance 
Reflection Working Group led by the Ministry of Environment and Transition) 
within the Sustainable Finance theme.

CMVM will continue to assess, from a better regulation perspective, whether or not 
it is necessary to adopt strictly national regulatory measures, in addition to legis-
lative initiatives already adopted8 or under discussion9 at European level within the 
scope of the European Commission’s Action Plan for Sustainable Development by 
basing this weighting on rigorous regulatory impact assessments and evaluating 
the benefits of regulation against their burdens.  CMVM has contributed to the 
discussion of legislative initiatives at European level, advocating the importance 
of meeting the proportionality principle so that the legislation suits the different 
realities and maturity stages of the several European markets.

In addition to the scopes wherein the CMVM already operates, the conclusions, 
recommendations and suggestions collected within the context of this market 
consultation will, to the extent and in the appropriate formats, be considered in 
setting the CMVM's priorities for 2020 and will also materialise, to the extent that 
they are appropriate and feasible, in activities to be carried out by the CMVM in 

4. CONCLUSIONS

8
 Regulation that imposes transparency obligations to institutional investors and investment advisors, regarding the inclusion 

of Sustainability risks in the respective investment process or investment advice and Regulation for the creation of two new 

benchmarks.
9

  As is the case of the Regulation that creates a taxonomy in the environmental area.
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pursuit of those priorities and fully respecting the values that govern us and in 
fulfilment of the mission entrusted to us, as will be communicated in due course.
We are thankful to all those who gave us their time, reflection and precious contri-
bution to this project. We will seek to return all of this through committed and 
responsible action that will in some way, contribute to this common and imperative 
goal of sustainable finance. l

4. CONCLUSIONS
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