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The Banking Union is not complete
(2012 roadmap)

2

Still missing

Backstop introduced

in 2022

Being updated



| For internal use | BOF/FIN-FSA-CONFIDENTIAL

The Single Resolution Fund (SRF) was finalised with 
the Common Backstop 

• The Single Resolution Fund is an emergency fund that can be called 
upon when a bank is being resolved. 

• Before using the SRF, the investors need to bear their share of the 
resolution costs. The banks pay an annual fee to the SRF. 

• By the end of 2024, the resolution fund will have reached the target of 
1% of the eligible deposits in BU 

• In order to ensure that the SRF is credible and can respond also to 
larger crises, a Common Backstop was established. 

• The European Stability Mechanism (ESM) was empowered to act as 
the backstop. The costs of using the backstop will be covered by the 
banks afterwards.  
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The Single Rulebook is under review  (CDMI) on the 
basis of the experience gathered in recent years

• The EU-wide Single Rulebook is the legal framework of the 
Banking Union and the relevant legislation is  1. the Capital 
Requirements Regulation (CRR), 2. the Capital Requirements
Directive (CRD), 3. the Deposit Guarantee Schemes Directive 
(DGSD) and 4. the Banking Recovery and Resolution Directive 
(BRRD) 

• The overhaul of the legislation, concentrating on the first two, was 
finished in 2021 (“Banking Package”)

• In 2021 the second review was started with the aim to tackle
both crisis management and deposit insurance framework and 
their correspondence with the EU state aid rules (“CMDI review”). 
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European deposit insurance scheme (EDIS) remains the 
missing piece of the Banking Union

• A European deposit insurance scheme could increase 
confidence in the banking system, prevent deposit runs and reduce 
harmful links between banks and home states. 

• No consensus has been achieved.

• June 2022 decision: The review (CMDI) concentrates next two 
years on improving the common framework for crisis 
management and the national deposit insurance guarantee 
schemes. 

• The European deposit insurance scheme (EDIS) will be 
considered only after these two issues.
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1. It  could mobilize the large existing pool of savings towards financing the 

economy. The integrated capital markets would increase the resilience

2. For investors: diversified portfolios would help them hedge against 

country-specific risks. For companies: a wider pool of investors. For the 

euro area:  a larger private risk-sharing

3. “It takes a lot of courage to subordinate established national interests to 

the systematically important, but more diffuse, economic benefits of market 

integration”. John Berrigan (Director General DG FISMA)

The Capital Markets Union would complement Banking 

Union
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Mark Carney  (Value(s), 2021):

Three pillars for the solution.

1. public policies (carbon tax etc.), 

2. company transition plans, 

3. disclosures of climate related risks and opportunities

Climate change: “the tragedy of the horizon”
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“Our study is relevant for debates around carbon taxation. Carbon taxes 
have been touted as the policy solution for mitigating climate change. 
Yet, in practice (global) carbon taxation has met significant political 
opposition. 

Considering this reality, our study suggests an alternative 
(complementary) approach via financial markets. The increasing cost of 
equity for companies with higher emissions can be viewed as another 
form of carbon taxation by investors seeking compensation for carbon-
transition risk.”

“Alternative (complementary) approach: Via 

financial markets”, Patrick Bolton and Marcin Kapercyk
,
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Current sustainability disclosure landscape
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Voluntary initiatives

• Incomplete application

• Multiple standards

• Multiple audiences

Jurisdictional initiatives 

(mandatory disclosure)

• Different jurisdictions, 

different requirements

• Differences in scope, 

ambition and pace



The IFRS Foundation was asked to 

take responsibility in developing 

sustainability standards

• IFRS standards are used fully or partly in 

144 countries, 

• They are globally acceptable

• Due process is respected

• Transparency and accountability are 

important principles



The original response of the IFRS Foundation to 

sustainability: If there is demand, the IFRS Foundation 

is ready to serve.
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The September 2020 consultation. First two questions:

1. Is there a need global sustainability standards?

2. Should the IFRS Foundation play a role? 

The response to the consultation was: An urgent demand for action and a broad demand for 

IFRS Foundation to play a role.

Key requirements for success: 1) sufficient level of global support, 2) work with regional 

initiatives for global consistency, 3) adequacy of governance structure 4) expertise 5) 

funding 6) a structure and culture that seeks to build synergies with financial reporting



“Quality data and comparable frameworks of disclosure are crucial for 

addressing climate-related financial risks and mobilizing sustainable 

finance”

“ We welcome the work programme of the International Financial 

Reporting Foundation (IFRS) to develop a baseline global reporting 

standard  under robust governance and public oversight, building 

upon the TCFD framework and the work of sustainability standard-

setters..”

Finance Ministers and Central Bank Governors Meeting  Venice 10 July 

2021

G-20  Finance ministers and governors

Venice, 10 July 2021
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Announcement at COP26, November in Glasgow

1. Establish International Sustainability Standards Board (ISSB)

2. Consolidate Climate Disclosure Standards Board and Value Reporting Foundation (Integrated 

Reporting Framework and SASB Standards)

3. Publish general disclosure and climate prototypes as a precursor to ISSB proposals (exposure 

drafts)
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• Act as a comprehensive foundation

• Common language to deliver comparable, consistent disclosures

• For global capital markets, meeting investor needs globally

• Enterprise value lens.

BASELINE: 

• Possible additional requirements  

by jurisdictions

• Voluntary standards adopted to 

meet broader multi-stakeholder 

needs (e.g. GRI Standards)

BUILDING BLOCKS:

IFRS Sustainability Disclosure Standards

Comprehensive global baseline



1. ISSB established, members appointed
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2. Consolidation was finalised on 1 August 2022
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• Climate Disclosure Standards Board and Value Reporting 

Foundation (IIRC and SASB) became a part of IFRS Foundation. 

Activities have been merged.

• Global footprint, multi-location

• Frankfurt, office of the ISSB, the seat of the chair

• Montreal, office of the ISSB

• Asia, Tokyo office, with further location to be completed this year

• San Francisco, London



3. ISSB exposure drafts, Sustainability Disclosure 

Standards,  consultation closed on 29 July 2022
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General 

Requirements 

Exposure Draft

Climate 

Exposure 

Draft



Structure consistent with TCFD recommendations
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Governance

The governance 

processes, controls 

and procedures a 

reporting entity uses 

to monitor 

sustainability-related 

risks and 

opportunities.

Strategy

How an entity’s 

strategy addresses 

significant 

sustainability-related 

risks and 

opportunities.

Risk 

management

How sustainability-

related risks are 

identified, assessed, 

managed and 

mitigated.

Metrics and 

targets

Information used to 

manage and monitor 

the entity’s 

performance in 

relation to 

sustainability-related 

risks and 

opportunities over 

time.



Key features
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Emphasises need for consistency and connections between
financial statements and sustainability reporting by requiring 
companies to

• explain linkages in information

• use consistent assumptions when relevant

Requires financial statements and sustainability disclosures to be 
published at the same time

Facilitates application in different jurisdictions by

• not specifying a particular location for sustainability information

• allowing additional information to be provided



Information for the capital markets
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• Information provided must ’enable an assessment of the effects of sustainability-

related risks and opportunities on a company's enterprise value' (the market value 

of its equity and net debt)

• focus is on significant sustainability-related risks and opportunities

• information required includes the impacts of a company on people, the environment and the 

planet if they affect assessments of enterprise value

• requires information that is material for a company, i.e. that could reasonably be expected to 

influence decisions that investors would make



Climate Exposure Draft
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Incorporates TCFD recommendations

Requires disclosure of information about;

• physical risks (e.g. flood risk)

• transition risks (e.g. regulatory change)

• climate-related opportunities (e.g. new technology))

Requirements for disclosure of material information 

about significant climate-related risks and opportunities



Requires information that enables investors to…
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• determine the effects of climate-related risks and opportunities on the company's enterprise 

value

• understand the company’s response to and strategy for managing its climate-related risks and 

opportunities

• evaluate the ability of the company to adapt its planning, business model and operations to 

climate-related risks and opportunities

Consistent with the General Requirements Exposure Draft

• focus is on significant climate-related risks and opportunities

• information provided must be material for assessments of enterprise value



“The G7 welcomes the inauguration of the International Sustainability 

Standards Board (ISSB) and its progress of work on the global baseline 

of sustainability reporting standards… 

We urge the ISSB and national and regional standard-setters as well as 

other reporting initiatives to actively cooperate in the process of 

elaborating the baseline with the aim of reaching standards that can be 

implemented globally.

The baseline should be practical, flexible and proportionate and 

ultimately suitable for small- and medium-size enterprises and enable 

jurisdictions to implement the baseline and a more extensive approach 

to supplement the baseline.”

G-7 finance ministers and governors, May 2022
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African Ministers of Finance, Economy and 

Environment, September 2022: 

“Support the work of the International Sustainability Standards Board (ISSB) to introduce a 

global baseline of sustainability disclosures to meet the needs of capital markets, which 

will enhance transparency, accountability, efficiency and comparability across market[s]. 

Early adoption by African jurisdictions and companies has the potential to attract more 

investment and to boost private sector development in Africa. We urge the ISSB to work 

closely with African stakeholders and to provide strong advisory and capacity building 

support to achieve early adoption of the ISSB standards in Africa.”

Communiqué from International Cooperation Forum and 

Meeting of African Ministers of Finance, Economy and Environment
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Structure of the IFRS Foundation

26

IFRS Foundation Trustees

IFRS Foundation Monitoring Board

Governance, strategy, oversight

Public accountability

Independent standard-setting
International Accounting 

Standards Board (IASB)

International Sustainability

Standards Board (ISSB)



Steps to achieving global capital market standards
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Comprehensive 

global baseline 

of standards

Assess 

standards with 

a view to 

recommend 

adoption

Enhance & 

develop 

assurance 

standards

Require by 

adopting the 

standards

ISSB JurisdictionsAudit standard-settersIOSCO



IFRS Standards within the reporting system
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Financial reporting (investor focus)

Sustainability-related financial disclosures (investor focus)

Sustainability reporting (including multi-stakeholder focus) 
Jurisdictional 

requirements

/ GRI Standards

Other GAAP

Integrated Reporting



ISSB Jurisdictional Working Group to enhance 

compatibility and deliver global baseline

Frankfurt 

22.9.202

2

• The European Commission, EFRAG

• The US Securities and Exchange Commission, SEC

• The Chinese Ministry of Finance

• The Japanese Financial Services Authority and the Sustainability Standards Board of 

Japan Preparation Committee

• The UK Financial Conduct Authority and the UK Financial Reporting Council

A strong public interest in seeking to align where possible the international and 

jurisdictional requirements for sustainability disclosures. 



Thank you


