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First of all, we are talking about at least two 

different concepts when we talk about ESG 

reporting in Mortgage Valuation.
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The Importance of ESG Criteria for the Banking Industry

ESG refers to the set of environmental, social, and governance criteria 

used to assess an organisation’s sustainability and broader societal impact

These criteria help investors evaluate how effectively an institution 

identifies and manages risks and opportunities in these areas. 

For banks, integrating ESG principles is not only a way to align operations 

with sustainable practices but also a strategic tool to strengthen 

resilience, enhance reputation, build trust with stakeholders, and 

contribute to long-term positive outcomes for society and the economy.



EU Legislation

CSRD ‘Corporate Sustainability Reporting Directive’ (Directive EU 2022/2464)

Taxonomy Regulation (Reg 2020/852/EU)

SFDR ‘Sustainable Finance Disclosure Regulation’ (Reg 2019/2088/EU)



EU Taxonomy

The EU Taxonomy was created by the European Commission to support climate 
goals, notably reducing greenhouse gas emissions by 55% and achieving climate 
neutrality by 2050. As the first science-based classification system, it enables 
investors and stakeholders to assess whether economic activities are 
sustainable. 

It is based in six environmental objectives: 

• climate change mitigation
• climate change adaptation
• protection and restoration of biodiversity and ecosystems 
• pollution prevention and control
• sustainable use and protection of water and marine resources and 
• transition to a circular economy

To be considered a sustainable activity, it must make a substantial contribution 
to at least one environmental objective, do no significant harm (DNSH) to any 
other environmental objective, complying with minimum social safeguards and 
complying with some screening criteria.



Real Estate 
Market 

acknowledging 
some ESG 

factors

• environmental pollution 
• protection of species and resources 
• energy efficiency
• greenhouse gas emissions

Property Value
• Energy efficiency directive
• Energy performance of buildings directive 
• water use and water management
• waste management
• climate resilience of buildings
• climate change effects
• social impact of real estate projects

ESG and the valuation for mortgage purposes

Some ESG 
criteria are 

already
drivers of

market value.



My experience with ESG

Energy 
Efficiency

• EPC - energy performance certificate

• Adaptation costs to higher EPC class 

Physical and 
Environmental 

Risks

• Natural Catastrophic Risks

• Infrastructure risks

• Physical Risks

• Risk of accidents

Property 
data

• Collect property data - construction 
details, equipment, etc.

A three-
stage 

process
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Example - Risk of rupture in a dam



Example - Risk of Earthquake



Example - Risk of Coastal Erosion



Biggest challenges that valuers face in introducing 
ESG criteria into mortgage valuation

Data gaps and reliability - In several countries EPCs are missing or 
unreliable; access to consistent data on energy efficiency, physical climate 
risks, and environmental performance is limited.

Limited market recognition - ESG factors are not yet consistently 
reflected in market prices across Europe. While some prime segments 
show premiums, in many markets ESG is not a driver of market value.

Regulatory fragmentation - Delay in adapting EU directives of Energy 
Efficiency of Buildings and Energy Performance Certificates and varying 
expectations from banks, investors, and regulators create confusion and 
inconsistency. 

Professional skills and awareness - Many valuers lack training in 
sustainability, energy efficiency, and climate risk modelling. Integrating 
ESG into traditional methods remains a challenge.



Biggest challenges that valuers face in introducing 
ESG criteria into real estate valuation

‘Property value’ - ESG criteria, particularly aspects related to energy 
efficiency and climate change risks, are fundamental to achieving a 
sustainable value for mortgage valuation and therefore must be part of 
the methodology for determining ‘property value’. 

Time horizon mismatch - ESG impacts unfold over the medium-long term, 
while valuations capture value at a specific date. Difficult to price 
uncertain future transition and physical risks.

Fee pressure and resources - Collecting and validating ESG data increases 
workload, but clients often expect it at no additional cost, threatening 
economic sustainability of valuation work.



We are TEGOVA

Thank you

Please follow us on LinkedIn
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