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33 years of experience advising companies, hanks, and governments across
the world on accelerating the economic transition to a net-zero emissions economy.

e JP Morgan

e Climate Change Capital

e G20 EEFTG and EEFIG rapporteur
e Energy Efficiency Capital Advisors

MORTGAGE
PORTFOLIO
STANDARDS

The EPBD Delegated Act process can
synchronise regulatory developments,
climate initiatives, and EU technologies

tooffer a window into the future

nt!

rrrrrrrrr

Engaging Retall
Lenders in Home
Renovation

Turning Sustainable Finance Commitments into
Household Energy Savings and Climate Resilience

FARTHERS

Standards for Energy
Efficiency

Peter Sweatman, Executive Director: 33 years of
outstanding experience in finance and climate strategy
with key positions at:

Underwriting the Renovation
Wave with Mortgage Portfolio
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Renovation Loan:

a new instrument to fund
the EU Renovation Wave
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Energy Performance in Buildings

- e Buildings have a very long useful life
131 million
huildings e They use 40% of Europe’s energy

e Buildings heat comes mainly from burning fossil fuel

e Nothing technically prevents efficient buildings

9% Have some renovation each year

1% oOf renovations impact energy performance

L
Most buildings x

are inefficient 0.2% optimise for energy efficiency (only)




How European Buildings are Owned and Financed

: : e /0% of Europeans live in a home they own

Residential
hui|[|i||gs « EU27 residential mortgages total €6-7 trillion

e €10+ trillion of home equity Is stored in EU homes

e c.8% of EU27 homes (21.5 million) are publicly owned

e 15% of European households own a second home

Euro 3 Institutional real estate
Worth over investments in the EU27

£ 17 trillion trillion




50 million opportunities
" to be unlocked for the EU Renovation Wave

100 million residential buildings

‘\ 10 million owned by occupants

o0
]
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/’ Could use an ERL for renovation

Still standing
90 million are primary homes in 2050




Consumer Attitudes to Renovation and Funding

International Union of Property Owners survey revealed key
consumer attitudes towards renovation:

p
44% Don’t renovate as they simply don't /ﬁ\

think they need It

44% Don’t have the funds é

Below ]u(y Saw “lack of information” or “lack of qualified”
n 0  services as significant barriers to their renovation




If Spaniards had access to low or no-interest loans,
their key priority would be hetter insulation

| | | | |

Better insulation 52%
Replace a gas boiler with less polluting heating solutions like heat pumps a ’
renewables-based heating technology 43%
Installing solar technologies (PVs, PVT, solar thermal etc.) 52%
a — ——
A - -
0% 10% 20% 30% 40% o0%

e 89up survey of 12,000 respondents across 5 EUMS (F N, = 00, ™  andmsm ) with a focus on public
attitudes toward home renovation and financing

e The proposed EU Renovation Loan (ERL) could help finance exactly these types of upgrades

In Spain, such as insulation improvements, making energy efficiency more accessible.
Graph source: 89up, 2025




Deep renovation pays-out over 30 years...

Renovation Value for Money (Euro/m2) discounted at 3%:

Table X: Renovation Value for Money (Euro/m2) |nvesting in renovation

PV Energy Savings/m2 M 5% green premium makes ulong'term economic
sense” for homeowners:

B Deep Renovation B Medium Renovation

€ 600
€ 500

€ 400

e Cuts bills in half \/

€ 300

e Delivers a 5% property
value increase

€ 200

€ 100

Savings (Costs) - Euros/m2

€- * does not include CO2 value

nor other “non-energy”
benefits

South West & NW Southeast NE and Central

European Region




..but only at low (less 3%]) discount rates

Renovation Value for Money (Euro/m2) discounted at 15%:

Table Y: Renovation Value for Money (Euro/m?2)

Medium renovations

B Deep Renovation B Medium Renovation PV Energy Savings/m2 M 5% green premium

£ 600

€ 500

e If they deliver a 50%
reduction in energy costs

Don’t break even funded at
South West & NW Southeast NE and Central 15% COSt Of Capital

European Region

Savings (Costs) - Euros/m2
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The EU Renovat




tnergy Performance in Buildings

The EU Renovation Loan (“ERL?")

is an EU-backed, privately contracted, collateralised
loan that provides all homeowners fair and equal
access to long-term financing for the deep renovation
of their home. The funding is provided on a (hear)
zero-coupon basis with repayment of principal and
accrued interest at EU-borrowing costs upon the
earlier of transfer, sale or its 30 year maturity.




The elderly with
reduced pensions

Consumer Perspective
ERL supports vulnerable communities

Young couples with a he ERL tarqets o
- e argets income constraine
murtgage ZIIIIII with no homeowners who can’t access (more)
SAVINgs low-cost mortgage finance

. ."‘ ‘H , “.’. > .'?‘
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ERLs address affordability from a
cash perspective by:

e Delivering net cash positive savings \/
directly

e Rolling up some interest payments
until the end \/



The EU Renovation Loan value proposal

. e Loans for renovation purpose, alighed with EU Taxonomy
Rellald hy significant contribution criteria

ERLS unlock homeowners:

 (Near) zero-coupon structure: so clients benefit from a
net-cash positive deal until the property is sold or
transferred, or until a 30 year maturity

Energy savings

Home — +

equity

e« Borrowing amount capped at home value (to ensure deep
renovation can be covered by collateral)

Value llllllft e Collateralised by home - lien is junior to existing mortgage

« EU Guarantee against eventual collateral insufficiency

e Interest rate level struck at EU-30 year borrowing cost (3-
.‘ 4% today)

e« Supported by central bank liquidity




Institutional relationships and funds flows
that support thousands of branch offerings

EU Guarantee ECB

Based upon InvestEU Portfolio Guarantee product Provision of TLTRO liquidity at below portfolio
for the individual qualifying ERL Portfolios in case yield rates for qualifying ERL portfolios above a
of recovery loss for each Retail Lender minimum threshold size
4 0’ al Ny <
e ” ey - " . e é
0 Engy Tugy *

Retail Lender 1 Retail Lender 1

& b

Retalil Lender 1

ERL C D ERL (

)




Lenders’ Perspective
Climate finance S, risk reduction and origination fees

E Renovation the ERL provides lenders:
Market

A product to “green” their

existing property collateral

against which their current
mortgages are lent

3.5 million

transactions annually

€1 billion

—_ Distribution fees
- annually

€100 hillion

Improving credit quality s/
+
Energy performance \/

of the whole portfolio




. = EU Renovation Loan: T00x more finance

EU Guarantee against
non-repayment by
horrowers

Up to 100X more

efficient than Alternatives to:

direct subsidy

< W

e (ash grants

e Energy
subsidies

TLTRO liquidity
provision for ERLS

Activates drive
from retail lenders
to offer ERLS

e There are insufficient

public funds to
maintain cash grants
and energy subsidies
to combat the energy
crisis

« Home equity can be

mobilised to add
resilience to EU
homes

« ECB can “green” its

activities adding ERLs
to its funded
programmes



The ERL Facilitation Framework




Hearing of Commissioner-
designate Dan Jorgensen

m

Would you consider setting
up an EU renovation loan to
assist in providing the
capital funding needed to
achieve a net zero building

stock by 20507

B. SCUDERI

MEP Benedetta Scuderi
(Greens/EFA Group)




Special Committee on
the Housing Crisis in
the European Union

March 3rd 2025

Commissioner Jogrgensen

e Euro 21.3 billion from the Recovery Resilience Facility has been earmarked for housing
reforms and investments.

e We've planned to double the cohesion policy, investments in affordable housing, and
we can mobilize public and private investments through the planned Pan European
m Investment platform in collaboration with the EIB and other financial partners.



EED

High quality

, training  /

{ programs

Push

EPRD | member Z(I’Isure

states

- ' Energy Data
A (EPCs)

Mortgage
m Credit Directive

1
1
1
1
1
1
1
1

A
Certification

schemes /

The ERL Policy Facilitation Framework

Growing the market for
ERLs to fund deep
renovations requires

Upskilling of the EU
renovation workforce

+

New certified
renovation advisors



EED’s Article 30 offers a frame to work
with Member States on Renovation

m the establishment of V4 MCooperation and

financing facilities to mobilise dialogue with private and public
iInvestments in EE in different financial institutions
sectors

Regulate the voluntary

National Energy Efficiency
Fund set up by MS

energy efficiency Vm reporting requirements

lending products EE mortgages on energy efficiency financing
& green loans

Source: EC, 2023



ERL Components

Lero-coupon structure

EED recommendation for Article 30

Various financing solutions are offered including a standalone loan offer, zero-interest ‘eco-loans’

EU Green Guarantee #

Unlock private sector financing for energy efficiency improvements: Member States can actively support private «

financial institutions to extend suitable lending products, e.g. through de-risking tools like loan guarantees

A fair interest rate #

|t is important that the interest rate of an energy efficiency financial product is not higher than a regular J
financial product in the same institution for a comparable type of investment.

30 year final maturity l l

Affordability can be improved through pre-financing of the work, longer loan maturities that consider «
the lifetime of the installations,

ECB liquidity facility

*Without direct reference

Designed to benefit low
income Europeans

i

Specific guarantees should be provided to allow youth and the aging population to access J
energy efficiency lending products.




Mortgage Portfolio Standards (MPS)
ERLs help fund MPS  is a regulatory lever to engage lenders

1 EN
Inioa L series

MPS iIs a regulatory -
mechanism where lenders e ey Mentioned in the EPBD
pledge to work with their recast (April 2024)

frecast)

clients to increase the energy

THE EUROPEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN LINION,

performance of the buildings

Having regard 1w the proposal from the Eurepean Commission,

which back their mortgages Will promote engagement

along a science-based by MS with Fls to identify

_ : _ and finance
trajectory for their portfolio.

(1] Directive 2000/31/EL of the European Parlin
rirmes 7).

riicular Arvicle 19442} thereod,

the drafi bepislative act o the natio

p regard 1o the opir

tand of the Council () has been substantially amended several
ests of clariry.

1 adopred in De
Paris T

ions Framework Convemtion on
the plobal averspe

i at 1he cose of the Cor
Green Deal’

5 in the updated nmionally determined cor

buildings in their portfolios

e Ve % st e G e G e with the highest energy
... ﬁ T e e U savings potential

ELI: hurp|




ERLs enable lenders to adopt MPS
and together they facilitate and deliver MEPS

T

e The data, review and « ERL provides a low-cost funding
operationalisation of a MPS will source for a deep renovation to
naturally help lenders identify those clients who banks could
gualifying ERL customers not lend more to




390,000 renovation project managers
are needed in Europe (like DENA-KfW)

Germany's Has a network of 13k Qualified renovation project
Government accredited manager could deliver
DENA energy experts

10 deeply renovated

buildings per year

Work with retail banks +
state bank Kfw

'\ To prepare home
\ renovation projects

and finance them

of 35 million
European building units

World require 350,000
accredited project managers

 Prepare a technical project

“Independent e Can help arrange financing
renovation advisors” e Are required to co-sign loans 138,000 bank
branches in the EU




o — ~ Answering the question...
i without re peating 1 he
_EisiE=s =\  approaches of the past

B TR,

nl*




Recommendations for Next Steps...

Define Energy Poverty and Increase EU grants for renovating
energy-poor homes

Develop an EU Renovation Loan pilot (ERL) using InvestEU
Increase

Offer Member States Renovation Loans using the InvestEU MS
compartment mechanism

Work with retail banks to train and improve contractor workforce




Define Energy Poverty in each Member State

Energy poor

homes Represent around Require up to €480 billion
16 million households in social investments

e 8% of the EU’s 200 million households cannot adequately heat their homes. \/

e [f each energy poor home received a €30k upgrade investment as a 100% public \/
grant, the total grant funding needed for this segment would be €480 billion.

e Over 10 years, with 1.6 million renovations per year, the cost would be €48 billion
m per annum, or just over 1% of the €4 trillion annual social expenditure of the EU. \/



€ billions

3000

2500

2000

1500

1000

500

0

€480

Map the €6 trillion of home renovation
finance needed for 2023-2050

Public @ Private Source: - o 4w
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€600 €2700

€600 €300 €1440

Energy Poor Homes

Homes with Poor Economics Standard Households Wealthy Households



ldentify where the (public) money is...

4‘] 0/0 |JU|J|IC Shal‘e EU funds allocated to Buildings investments (estimated

amounts unless specified otherwise™)

2024-2030 | 2024 - 2050

Sustainable Infrastructure

Just Transition Fund d SME windows

100%

€21 bn* €16.8 bn*

75%
500/ Social Climate Modernisation

0 Fund Fund

€86.7 bn* €57 bn*
25%
RRF
Cohesion Policy €81.1 bn
0% S . o .
Residential  Tertiary  Residential & Tertiary €19.4 bn
Annual share of public & private investment gap of
Residential and Tertiary Buildings from total gap *Buildings are part of investment scope, but no specific

(Averages from EC 2023, EC 2020b, EC 2022, I14CE 2024, Institute Rousseau 2024) allocation is provided



To avoid inefficiencies
of the past and ensure
Member State demand

InvestEU “Renovation Loan as a Service” o

HIGHER
LEVERAGE
(11.4X)

1
2
3

EU-LEVEL
HARMONISATION

LOCALLY
TAILORED

STREAMLINED
SIMPLICITY DELIVERY

N 7
- . ]
Enabling local adaptation and local channels ?
= more control and visibility.

ADMINISTRATIVE
\ 7

Ensure aligned timings with national TI.\ SUPPURT
Investment planning processes. FRUM ElB AND
Excluding the impact of contributions to the NPBS

EU FlaaS from the national debt calculus.



2014 Renovation Loan template, ready to be
activated on an “off-the-shelf” basis

1. Indentify the climate investment gap \/

2. List the specific assets to be deployed \/

Simplified MS identify in
“ex ante” their (Single)
assessment Plan(s)

3. Determine the finance format/ maturity \/
level of the asset

4. Map the end-beneficiaries \/

Source: Climate Strategy, 2024, “Filling the EU Climate Investment Gap more efficiently”



Case Study - h Repalr Your Grandma s Home

Co-financed by the follows trend
Modernisation Fund etablished in 2009

Created in 2024

e Govt has been using EU funds +
e Finances up to 50% of local co-financing to promote the

efficiency measure deep renovations

e Interest free loan offered 6\63t 75J/ | @I
s{(\ @
by the government ﬁ
e Building societies 3.9 MM >>>>>> 1/3+

finance other 50% Czech dwellings Renovated
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