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Re: Your letter (QZ-009)

Honourable Member of the European Parliament, dear Mr Gongalves,

Thank you for your letter, which was passed on to me by Ms Aurore Lalucg, Chair of the Committee on

Economic and Monetary Affairs, accompanied by a cover letter dated 15 April 2026.

Understanding the implications of the green transition for the economy and the financial system, and assessing
how the ECB can support this transition within our mandate, remains a key focus of the ECB’s climate and

nature strategy.'

For this reason, the ECB continues to study the investment and financing needs arising from the green
transition. Our research and findings are published regularly in the Economic Bulletin, The ECB Blog and the

Occasional Paper Series and Working Paper Series, among other publications.
Our recent work points to three main conclusions.

First, substantially higher levels of green investment will be required for the EU to meet its climate targets.?

ECB analysis highlights that an additional €477 billion per year is needed to achieve the EU objective of

1 See the ECB’s website for more information on the climate and nature strategy.

2 According to the European Commission, capital investment in taxonomy-aligned activities in 2024 was €273 billion (see “The

EU Taxonomy’s uptake on the ground” for more information).
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reducing greenhouse gas emissions by at least 55% by 2030, relative to 1990 levels.** Our analysis also
shows that investment needs vary significantly across sectors, with the largest relative increase required in

clean energy supply.

Second, bank lending conditions are beginning to reflect climate-related considerations more clearly. For
instance, the ECB has observed in its euro area bank lending survey that euro area banks have started
incorporating climate risks into their lending practices to euro area firms and households. Staff research has
found that low carbon-emitting firms and firms with credible transition plans to reduce their carbon emissions
benefit from more favourable lending conditions than high-emitting firms.>¢ Similarly, improving the energy

efficiency of a building can help households get a loan from the bank under more favourable conditions.

Third, private capital, both from banks and financial markets, will be essential for financing the green transition,
as public resources alone can only cover a fraction of the required investment. Further progress towards more
integrated European capital markets, including through the savings and investments union, would accelerate
the mobilisation of private funding and speed up its deployment for the green transition. This requires both

overcoming market failures and advancing financial sector reforms.’

A recent Economic Bulletin article highlights that additional structural policies are essential to support green
investment and innovation in green technologies.® These include, for example, policies to improve the business
environment, facilitate the reallocation of resources and promote competition and entrepreneurship.
Simplifying regulation and providing greater regulatory certainty could also speed up the development and
diffusion of clean technologies. The research further shows that regulatory constraints are cited more
frequently as a barrier to green investment than to other types of investment, and appear to represent the

second-largest barrier, after difficulties in access to finance.

Overall, renewable energy offers the strongest potential to balance the key objectives of energy policy:
security, sustainability and affordability. The major shock to global oil and gas markets resulting from the war

in the Middle East — markets on which the EU still relies to a significant extent — underlines this point. The ECB

3 See “Green investment needs in the EU and their funding”, Economic Bulletin, Issue 1, ECB, 2025.

4 The European Environmental Agency (EEA) estimates the annual investment gap for the 2030 emissions target for all sectors
to be between €408 billion and €528 billion, see “2.8 Climate action financing”, Thematic Briefings, EEA, 29 September 2025.

> This staff research used harmonised data on euro area corporate loans from the AnaCredit credit register and also the results
of the euro area bank lending survey conducted by the ECB. AnaCredit is an encompassing dataset containing detailed
information on individual bank loans in the euro area, i.e. covering a broad range of sectors, harmonised across all Member
States.

6 See Kohler-Ulbrich, P., Schuster, Y. and Tushteva, N., “Climate performance matters for bank credit in the euro area”, The
ECB Blog, ECB, 10 November 2025, and Altavilla, C., Boucinha, M., Pagano, M. and Polo, A., “Climate Risk, Bank Lending
and Monetary Policy”, Working Paper Series, No 2969, ECB, Frankfurt am Main, August 2024.

7 For further details, see “Green investment needs in the EU and their funding”, Economic Bulletin, Issue 1, ECB, 2025. See
also “Overcoming structural barriers to the green transition”, Economic Bulletin, Issue 1, ECB, 2026.

8 See “Overcoming structural barriers to the green transition”, Economic Bulletin, Issue 1, ECB, 2026.
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will continue to closely monitor developments in the green transition, energy markets and electricity prices, in

line with its mandate.

Yours sincerely,
[signed]

Christine Lagarde
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