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ECB warns banks are underestimating 
climate & nature risks

The European Central Bank has released an updated guide of good practices for 

climate and nature-related risk management, cautioning that banks are still 

falling short in key areas. ECB Executive Board Member Frank Elderson stated 

that physical and nature-related risks "are very likely being underestimated" 

and warned that the current trajectory points toward a disorderly transition 

scenario with growing uncertainty for the financial sector. 

The new publication draws on practices from over 60 institutions and focuses on 

areas where banks typically struggle, such as quantifying physical risk, 

scenario analysis, and transition planning. On that last point, the ECB 

encourages banks to develop dedicated financing products for hard-to-abate 

sectors rather than simply cutting ties with high-emission clients, a strategy it 

sees as more effective for both resilience and long-term profitability. 

Nature-related risks receive particular attention, accounting for roughly a third 

of the new good practices outlined. The ECB urges banks to move beyond 

qualitative assessments by using publicly available tools and datasets, 

engaging proactively with clients on nature-related exposures, and integrating 

these risks into their internal capital adequacy processes. Elderson 

acknowledged the progress made so far, but made clear that significant work 

remains ahead.

Banks’ alignment with ECB supervisory 
expectations on climate and nature-
related risks

Each bar represents an individual bank supervised by the ECB, ranked

from least to most mature in climate risk management.

https://www.esgtoday.com/ecb-climate-nature-risks-very-likely-being-underestimated-by-banks/
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EU bets €400 million on cleaner 
industrial heat

The European Commission has selected 65 projects to share nearly €400 

million in grants under its Innovation Fund Heat Auction, the EU's first funding 

mechanism specifically targeting industrial heat decarbonization. 

The winning projects are projected to cut more than 6.6 million tons of CO₂ over 

a decade and generate around 16.3 TWh of clean heat in their first five years, 

equivalent to displacing the annual gas consumption of roughly 4 million EU 

households. The funding comes directly from EU Emissions Trading System 

revenues, putting carbon market proceeds to work in hard-to-abate sectors. 

The 65 winners span ten countries and a broad range of technologies (heat 

pumps, solar thermal, electric resistance heating, and hybrid systems), across 

industries from steel and glass to food, textiles, and pharmaceuticals. Grant 

agreements are expected to be signed in the second half of 2026, with projects 

required to begin operations within four years. 

Industrial heat has long been one of Europe's trickiest decarbonization 

challenges. This auction marks a meaningful step toward tackling it at scale.

Example of selected projects

https://www.esgtoday.com/eu-commission-awards-e400-million-to-industrial-heat-decarbonization-projects/
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SEC launches process to repeal 
climate disclosure rules

The Securities and Exchange Commission (SEC) has informed the U.S. Court of 

Appeals of its intention to "reconsider" the climate reporting requirements 

introduced under the Biden administration. The SEC will proceed through a formal 

"notice-and-comment rulemaking" process, a route it had previously tried to 

avoid before the court rejected its alternative approach in September 2025, 

ordering the Commission to either revise the regulation through standard 

procedures or resume its defense in court. 

Originally adopted in 2024 under Biden-appointed SEC Chair Gary Gensler, the 

rules required public companies to disclose climate-related risks, mitigation 

measures, the financial impact of extreme weather events, and, in some cases, 

greenhouse gas emissions, a landmark first for U.S. markets. 

The SEC cited concerns that the rules exceed its legal authority and that their 

costs outweigh their benefits. It has since submitted a proposal titled 

"Rescission of Climate-Related Disclosure Rules" to the federal Office of 

Information and Regulatory Affairs, confirming it has no intention of defending 

the requirements in court.

c

Timeline for the US SEC Climate-related disclosure rules

Type of report by color: 

2025 LAFs – First Disclosure Report

2026 AFs – First Disclosure Report

2027
SRCs, EGCs, NAFs – First Disclosure

LAFs – First Emissions Report (2026 data)

2028

2029 AFs – First Emissions Report (2028 data)

- Disclosures related to target setting and climate risks

- Greenhouse Gas Emissions Reports

LAFs : Large Accelerated Filers | AFs : Accelerated Filers | SRCs : Small Reporting 

Companies | EGCs : Emerging Growth Companies | NAFs : Non-accelerated Filers

https://www.esgtoday.com/sec-tells-court-it-plans-to-scrap-climate-reporting-rules/
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The Financial Accounting Standards Board (FASB) has published an update to 

its accounting standards covering environmental credits and related 

obligations. The new guidance fills a significant gap in U.S. GAAP, which 

previously lacked specific authoritative rules on the subject. 

The update establishes requirements for the recognition, measurement, and 

presentation of environmental credits, whether purchased, generated, or 

received, as well as obligations arising from regulatory compliance programs that 

can be settled with such credits. The scope covers emissions allowances from 

cap-and-trade programs, renewable energy certificates, and voluntary 

carbon offsets. This update adds guidance that will provide clarity that previously 

did not exist in this emerging area, said FASB chair Richard Jones.

The board was careful to draw a clear boundary around its mandate: tracking a 

company's actual greenhouse gas emissions or voluntary net zero 

commitments falls outside the scope of FASB's mission and is not addressed 

by the new rules.

The amendments will take effect for public companies for annual reporting periods 

beginning after December 15, 2027, and for other entities a year later, after 

December 15, 2028. Early adoption is permitted.

c

FASB finalizes first-ever accounting 
standard for environmental credits

Type of environmental credits & entities 
affected

Emissions allowances 

From domestic and 

global cap-and-trade 

programs

Type of environmental credits covered

Carbon offsets 

generated by projects 

reducing CO₂ in the 

atmosphere

Environmental credits

linked to net-zero &

voluntary climate

initiatives

Who is affected? 

GeneratorsBuyers / Recipients Regulated entities

Entities subject to 

regulatory compliance 

obligations

Entities that purchase 

or receive credits

Entities that generate 

environmental credits 

https://www.accountingtoday.com/news/fasb-issues-environmental-credit-standard
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The Science Based Targets initiative (SBTi) has announced a strategic shift 

for 2026–2030, aiming to evolve from a climate “ambition-setter” into a corporate 

“transformation partner”. Recognizing that the global context has changed 

since its founding in 2015, SBTi plans to focus more on helping companies 

implement net-zero strategies rather than just setting targets. 

The new approach includes developing tailored, sector-specific guidance 

instead of one-size-fits-all standards, reflecting differences in industries and 

regions. SBTi will also strengthen its role in tracking progress by expanding 

data collection, offering benchmarking tools, and publishing regular reports on 

corporate performance. 

While remaining aligned with the 1.5°C climate goal, SBTi will emphasize 

practical action and collaboration. It will work closely with partners to reduce 

fragmentation in the climate ecosystem but will not act as a consultant or 

policymaker, focusing instead on enabling companies to translate 

commitments into real emissions reductions. c

SBTi announces strategic pivot for 
2026–2030 

https://www.esgdive.com/news/sbti-lays-out-2026-30-strategy-with-pivot-clear-shift-in-focus/821017/
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Effectiveness of sustainable investing

A new study by Finance Ideas, based on interviews with 31 Dutch pension 

funds (€775bn+ AuM), a literature review, and input from 10 asset managers, 

delivers a clear message: sustainability is financially material and part of 

fiduciary duty, but not automatically delivering real-world impact. The familiar 

win-win narrative needs a stronger foundation.

Despite US political headwinds, European institutional investors show no signs 

of retreat. Most plan to deepen their sustainability efforts, and the ESG 

backlash is seen as a useful reality check, demanding clearer objectives and 

action over paperwork. For private equity, the findings are validating. Academic 

research and practitioners alike identify private markets as offering the 

greatest potential for genuine real-world impact, through concentrated 

ownership, lifecycle influence, and direct governance involvement, structural 

advantages listed markets cannot replicate. 

The report is candid about the challenges: not all impact-labelled investments 

are equal, additionality is hard to prove, and governance investment is non-

negotiable. Asset owners are asking harder questions and expecting specific, 

credible answers from their managers. The direction of travel is clear. For firms 

willing to meet that bar, the opportunity is significant.
Pension funds to mostly increase their sustainability efforts, financial sector 
cannot fix it all

https://finance-ideas.nl/wp-content/uploads/Effectiveness%20of%20Sustainable%20Investing.pdf?hss_meta=eyJvcmdhbml6YXRpb25faWQiOiAxMTE4LCAiZ3JvdXBfaWQiOiAxMjkyMzI5LCAiYXNzZXRfaWQiOiAyNDc1MTcwLCAiZ3JvdXBfY29udGVudF9pZCI6IDE1OTU4MTAwMCwgImdyb3VwX25ldHdvcmtfY29udGVudF9pZCI6IDIzNzQxNDc4NH0%3D
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The world is on track to exceed 1.5°C of global warming, making urgent 

action unavoidable. At the center of this challenge is the need to 

transform energy systems still heavily dependent on fossil fuels, an 

increasingly fragile and unsustainable model. The current “fossil crisis”, 

marked by resource limits, price volatility, and geopolitical tensions, has 

exposed the weaknesses of this system. It shows that relying on fossil fuels 

is not only harmful to the climate but also risky for energy security and 

affordability. 

This is where the Energy Trilemma becomes essential: balancing security, 

affordability, and environmental sustainability. Today, this framework is 

evolving. Energy security now includes reliable renewables and access to 

critical minerals, energy equity focuses on fairness and inclusion, and 

sustainability extends to overall planetary health. While many solutions 

exist, progress is still too slow. Accelerating the transition will require both 

large systemic changes and many smaller actions at local levels. 

In this context, the fossil crisis is a turning point. It highlights the urgency of 

moving toward cleaner, more resilient energy systems, and reinforces 

the importance of the evolving Energy Trilemma as a guide for a fair and 

sustainable transition.

c

Reimagining the energy trilemma in the 
“fossil crisis”

ENERGY SECURITY

Reflects a nation's capacity to meet current and 

future energy demand reliably, withstand and 

bounce back swiftly from system shocks with 

minimal disruption to supplies.

ENERGY EQUITY

Assesses a country's ability to provide universal 

access to affordable, fairly priced and abundant 

energy for domestic and commercial use.

ENVIRONMENTAL SUSTAINABILITY

Represents the transition of a country's energy 

system towards mitigating and avoiding potential 

environmental harm and climate change impacts.

https://www.worldenergy.org/transition-toolkit/world-energy-trilemma-framework
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For a century, the path out of poverty ran through coal and oil. A new report from 

the think tank Ember, with the Climate Vulnerable Forum, says that's no longer true, 

and the world's poorest countries are proving it.

The 74 nations covered hold over a fifth of humanity but under 5% of global GDP. 

Around a billion of their people have no electricity or only an unreliable grid. The 

old model of giant power plants never fit governments with thin budgets.

Now the math has flipped. Solar is competitive with gas on upfront costs and even 

cheaper to finance. Solar-plus-battery beats extending the grid to remote 

communities. The result is leapfrogging, much as mobile phones skipped landlines: 

roughly half these nations have already passed the United States in solar 

penetration.

The payoff isn't only cleaner air, but independence. These countries spent about $155 

billion importing fossil fuels in 2024, money that drains away instead of building 

anything at home. Because most haven't locked into fossil infrastructure, they can run 

straight from biomass to electricity and skip the decades-long detour. As Ember's 

Daan Walter puts it, the old trade-off between development and climate has 

dissolved, and the cheaper, faster path is now the electric one.

c

Clean energy leapfrogging

https://ember-energy.org/latest-insights/the-electric-fast-track-for-emerging-markets/
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The Taskforce on Inequality and Social-related Financial Disclosures (TISFD) 

has published the first draft of its reporting framework, helping companies 

and financial institutions disclose their impacts on people. The framework covers 

key areas such as human rights, inequality, and social capital.

Launched in early 2025 and modeled after the TCFD (climate) and TNFD 

(nature) taskforces, the TISFD responds to growing recognition that social and 

inequality-related issues directly shape business performance and market 

stability. The framework is built around five core requirements: materiality, 

system-level information, stakeholder engagement, scope of assessment, and 

time horizons. 

It covers topics ranging from labor rights and worker well-being to communities 

and end consumers across the value chain. Designed to align with existing 

standards: ISSB, GRI, and ESRS, it seeks to reduce fragmentation across 

sustainability reporting and enable a more integrated approach alongside climate 

and nature disclosures. A public consultation is now open until July 31, 2026, 

with the final framework expected in late 2027.

TISFD releases draft framework on human 
rights and social impact

The TISFD development roadmap, from the Conceptual Foundations Discussion 

Paper (October 2025) to the Final Framework expected in late 2027. The 

current Beta version (v0.1), released in mid-2026, marks a key milestone in a 

multi-stage consultation process.

https://www.esgtoday.com/tisfd-launches-proposed-framework-for-reporting-on-human-rights-social-impact/
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Bike to live longer and spend less

Coverage: France excluding Mayotte, people aged 15 or over in employment or

apprenticeship, travelling less than 150 kilometres to work. Source: INSEE, 2017

population census; Métric-OSRM distance calculator (distances by road), © the

contributors of OpenStreetMap.

Primary mode of transport for getting to work, 
based on the distance to be covered

French energy and climate expert Jean-Marc Jancovici opens a LinkedIn post with 

a question that sounds too good to be true: would you like to gain years of life 

while saving money? Normally, he notes, staying healthy costs money, doctors, 

good food, sound housing, heating. A real overlap between a better life and 

lower spending is rare.

The exception: getting around by bike.

On health, using your muscles cuts illness well beyond cardiovascular disease. 

Jancovici points to a large British study, taken up by the WHO, that links regular 

cycling to lower mortality from all causes. On money, he puts the all-in cost of 

driving at roughly 20–30 cents per kilometer, purchase, maintenance, insurance, 

parking, fuel, the odd fine or toll. A bicycle costs about six times less, an e-bike, 

about three times less. And since roughly nine commuters in ten travel alone, 

the car's main advantage usually goes unused. For the solo commuter, swapping to 

two wheels delivers both the health dividend and the savings at once.

The gains are collective too: bikes need far less infrastructure, create no local 

pollution, and emit no CO₂. A move that's good for the planet here happens to 

be good for your health and your wallet.

https://www.linkedin.com/posts/jean-marc-jancovici_etes-vous-int%C3%A9ress%C3%A9e-%C3%A0-gagner-de-lesp%C3%A9rance-share-7459129719742144512-WCG9/?utm_source=share&utm_medium=member_ios&rcm=ACoAAA2fTGkBAVby8aJAO185sgFv_kHkTflO5_o


To change the footer:

• Click on “insert”

• Click on “Header 

& Footer”

• Write the desired text 

in the "Footer“ box

• Click on “Apply to all”

IN FOCUS

Ukraine to Hormuz: energy shocks back​

N E W S L E T T E R  – M A Y  2 0 2 6

Go to the link 

01
In February 2022, Russia's invasion of Ukraine and the resulting sanctions cut access 

to Russian gas, driving up prices. Four years on, tensions around the Strait of Hormuz 

have revived fears for the global economy, and other flashpoints loom, with China and 

Taiwan alone producing 92% of the world's most advanced semiconductors. 

These crises expose a persistent structural vulnerability. ESG should therefore be 

rethought not as a moral tool but as a geopolitical strategy for sovereignty over 

energy, resources, and supply chains. Europe is a telling case: it cut its dependence 

on Russian gas from 45% to 13% by 2025, largely by switching to US liquefied natural 

gas, yet this didn't shield it from the Hormuz crisis. When nearly 20% of global supply 

vanishes, spot prices spike regardless of origin, and European gas prices nearly 

doubled as the conflict with Iran escalated. 

The risks extend beyond energy to fertilizers (threatening food security) and to critical 

minerals and semiconductors concentrated in China and Taiwan. ESG must therefore 

become a tool for resilience: energy independence (as with Spain's renewables), 

domestic production of fertilizers and minerals, diversified supply chains, and 

recycling of critical resources, the direction recent EU and US policies are already 

taking.

https://www.imf.org/-/media/files/publications/reo/mcd-cca/2026/english/text.pdf
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NEWSLETTER DISCLAIMER 

This document is issued by Flexstone Partners SAS, an asset management company regulated by the Autorité des marchés financiers (“AMF”) 1. It is a simplified stock 
corporation under French law with a share capital of 2,727,600 euros. Building number 5/7, rue de Monttessuy, 75007 Paris, France is the address of its registered office.

This document is not a marketing document and is meant only to provide a broad overview for discussion purposes. All information provided here is subject to change. This 
document is for informational purposes only and does not constitute an offer to sell, a solicitation to buy, or a recommendation for any security, or as an offer to provide advisory 
or other services by Flexstone Partners SAS or its affiliates (collectively, "Flexstone Partners") in any jurisdiction in which such offer, solicitation, purchase or sale would be 
unlawful under the securities laws of such jurisdiction. The information contained in this document should not be construed as financial or investment advice on any subject 
matter. Flexstone Partners expressly disclaims all liability in respect to actions taken based on any or all of the information in this document.  While some information used in the 
presentation has been obtained from various published and unpublished sources considered to be reliable, Flexstone Partners does not guarantee its accuracy or completeness 
and accepts no liability for any direct or consequential losses arising from its use. Thus, all such information is subject to independent verification by prospective investors. 

1 Under n° GP-07000028 –Trade register n°494 738 750 RCS Paris – VAT: FR 56 494 738 750
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