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The TPI Global Climate Transition Centre at LSE

The TPI Global Climate Transition Centre (TPl Centre) is an independent, authoritative source of research
and data on the progress of corporate and sovereign entities in transitioning to a low-carbon economy. It
is part of the Global School of Sustainability at the London School of Economics and Political Science
(LSE). The TPI Centre is the academic partner of the Transition Pathway Initiative (TPI), a global initiative
led by asset owners and supported by asset managers, aimed at helping investors and other stakeholders
assess company, bank and sovereign preparedness for the transition to a low-carbon economy and
supporting efforts to address climate change. As of October 2025, 156 investors globally, representing
approximately USS87 trillion' combined Assets Under Management and Advice, have pledged support for
TPI.

The TPI Centre provides data on publicly listed equities, corporate bond issuers, banks and sovereign bond
issuers. The TPl Centre’s company data:

e Assess the quality of companies’ governance and management of their carbon emissions and of
risks and opportunities related to the low-carbon transition

e Evaluate whether companies’ current and planned future emissions are aligned with international
climate targets and national climate pledges, including those made as part of the Paris
Agreement

e Form the basis for the Climate Action 100+ Net Zero Company Benchmark Disclosure Framework
assessments

e Are published alongside the methods online. They are public and free to use for non-commercial
purposes and available at www.transitionpathwayinitiative.org.

Report authors

This report was written by Algirdas Brochard, Nelson Diaz Puerto, Akos Hajagos-Téth, Valentin Jahn and
Simon Dietz. All were staff at the TPI Centre at the time of writing.

The views in this report are those of the authors and do not necessarily represent those of the host
institution or funders. The authors declare no conflict of interest in preparing this report.
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Summary: key findings

The TPI Centre’s State of the Banking Transition 2025 report reviews the progress of 36 large
global banks on the low-carbon transition and contains two assessment elements: the Net
Zero Banking Assessment Framework and Carbon Performance for Banks. The analysis
reveals banks still to be at an early stage of their transition, with decarbonisation targets
that cover a limited set of sectors and business activities.

Carbon Performance
for Banks

78% 7

Proportion of
assessed banks with
at least one sectoral

decarbonisation
target

Average number of
sectors covered by at
least one
decarbonisation target
out of 15 high-emission
sectors identified

Net Zero Banking Assessment Framework

The Net Zero Banking Assessment Framework
(NZBAF) is a tool to evaluate banks’ climate
policies using 77 sub-indicators grouped into 10
areas. Each area focuses on a particular aspect of
banks’ climate policy, such as sectoral targets,
decarbonisation strategy or climate governance.
Sub-indicators are detailed questions on which
analysts at the TPI Centre assign a “Yes’ or ‘No’
response, depending on whether a bank’s public
disclosures meet the relevant criteria.

Results

Our assessment shows that banks are still at an
early stage of their transition to a low-carbon
economy, with banks scoring on only 18% of the
sub-indicators in the NZBAF. While banks score on
more than one-third of sub-indicators in Area 3 -
Exposure and emissions disclosure and Area 8 -
Climate governance, performance in other areas is
weak. For instance, banks score on only 5% of sub-
indicators in Area 5 - Decarbonisation strategy. This
is concerning as this area looks at the policies banks
have in place to reach their climate goals.

Banks have made little progress on addressing
climate change since 2024, with 95% of scores
remaining unchanged from last year’s report.
However, our analysis reveals more marked shifts in
specific areas. We found that banks have

weakened their disclosures in areas such as net zero
commitments, financing conditions for high-
emission sectors, and fossil fuel policies,
substituting firm language with less precise wording
or carving out exceptions to their policies. On the
other hand, some banks now have more
comprehensive disclosures when explaining their
target-setting methodology, disclosing their
exposure to high-emission sectors and establishing
clear board oversight of climate risks.

Targets for financing directed towards climate
solutions are becoming widespread, but the extent
to which they contribute to real-economy
decarbonisation is unclear. Of the 36 banks we
assess, 17 have financing targets for climate
solutions, but the activities eligible for this financing
vary from bank to bank. Banks rely on external
taxonomies to define climate solutions, but the
eligible activities included differ substantially across
taxonomies. For example, while the EU Taxonomy
excludes coal and oil, the Chinese government’s
Catalogue for Green and Low-Carbon Transition
includes clean coal production and clean and
efficient use of coal.

Banks in emerging markets and developing
economies (EMDEs) are, on average, at an earlier
stage of their transition but there are important
differences within the group. In addition to the four


https://www.transitionpathwayinitiative.org/publications/2024-state-of-transition-in-the-banking-sector-report-2024
https://ec.europa.eu/sustainable-finance-taxonomy/
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Chinese banks assessed previously in this category,
this year we also cover two banks from Brazil and
two banks from India. Collectively, these eight
banks meet the criteria for only 7% of sub-
indicators, compared with 19% for the other 32

Carbon Performance for Banks

Our Carbon Performance for Banks tool tracks
which sectors and business activities banks set
targets on and whether their sectoral
decarbonisation pathways align with the Paris
Agreement temperature goals. The TPl Centre has
developed low-carbon benchmarks for 14 of the 15
high-emission sectors we have identified. In this
exercise, we compare banks’ sectoral pathways
with those we developed to determine
temperature-goal alignment.

Results

Sectoral decarbonisation targets are commmon in
the banking sector but typically cover only the
short term (2030) and a limited set of sectors and
business activities. Of the assessed banks, 78% (28
of 36) have set a 2030 decarbonisation target
covering lending to electricity utility companies.
Targets for the oil & gas and auto manufacturing
sectors are also common, but coverage of other
high-emission sectors is low. The average number
of sectors banks cover with at least one sectoral
decarbonisation target is seven. Only four banks
have set targets for the food sector and only one
has set targets for chemicals and diversified

banks we assess. Within the group of EMDE banks,
performance varies significantly: all Chinese and
Indian banks score below 10%, while Brazilian banks
exceed this threshold. ltau is the frontrunner,
meeting the criteria for 19% of sub-indicators.

mining. Because banks’ sectoral targets focus
primarily on lending, are limited to a few sectors
and rarely extend beyond 2030, there is
considerable uncertainty over the scope of their
intended decarbonisation.

Only 33% of banks’ sectoral decarbonisation
pathways are aligned with low-carbon benchmarks
(i.e. 1.5°C or Below 2°C) in 2030. Alignment is
highest in the electricity utilities sector, with 96% of
pathways aligned with global low-carbon
benchmarks, although this could partially reflect
regional bias as in advanced economies grids are
decarbonising faster. For the airlines, cement,
aluminium and steel sectors, only 44%, 41%, 25%
and 24% of pathways are 1.5°C or Below 2°C-
aligned, respectively.

Compared with 2024, alignment between banks’
2030 sectoral pathways and our low-carbon
benchmarks remains similar. Only 9% of these
alignments have changed year on year. This is
mainly due to Wells Fargo cancelling all its sectoral
targets and other banks either restating existing
targets or setting targets covering additional high-
emission sectors.
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1. Introduction

This is the TPl Centre’s State of the Banking Transition 2025 report, which presents the
results of our latest assessment of the banking sector’s progress on the low-carbon
transition. Building on our 2024 assessments and report, we evaluate the low-carbon
transition measures that 36 of the largest banks, by market capitalisation and total assets,
have taken to date and quantify the alignment of their decarbonisation targets with global
climate goals. We assessed the banks based on information published before 18 July 2025.

Assessment methodology

The TPI Centre’s banking assessment comprises two expectations into 77 sub-indicators across 10
elements: the Net Zero Banking Assessment areas; Section 2 presents these results.
Framework (NZBAF) and Carbon Performance (CP)

CP for Banks shows which sectors and

for Banks. business activities are covered by banks’

e The NZBAF is a granular framework that emissions reduction targets. It also
evaluates banks’ overall performance in measures banks’ sectoral decarbonisation
managing the low-carbon transition and pathways over different timeframes and
mitigating the impacts of climate change. It their alignment with international climate
is based on a set of investor expectations goals at the sectoral level (1.5°C, Below 2°C
published by the Institutional Investors and National/International Pledges - see
Group on Climate Change (IIGCC) in 20212 Appendix 2). Section 3 presents these
and the resultant Net Zero Standard for results.

Banks.? In collaboration with IGCC and

. See our website for the full methodology and
Ceres, we translated these investor

assessments of individual banks.

Assessment principles

The TPI Centre’s banking assessments are guided by 3. The assessment framework is relevant for all
the key design principles of transparency, types of banks. The framework should
accountability and robustness, which are essential consider the variety of banks’ business
for ensuring the credibility of the assessment models and be applicable to as many banks
process. The assessment principles in full are: as possible.
1. Assessments must be based solely on 4. The framework aligns with existing
publicly available bank disclosures. initiatives. Several of the indicators are
Transparency from banks on how they linked to the Climate Action 100+ Net Zero
manage climate risks is critical to the TPI Company Benchmark, and most of the
Centre’s ability to assess them. It also indicators are largely aligned with the S2
enables users to understand and verify Climate-related Disclosures Standard of the
assessment outcomes. Using only public International Sustainability Standards Board
data ensures that banks are assessed (ISSB) .4

consistently and fairly. 5. Indicators apply to the bank as an

2. Indicators can be evaluated objectively. All aggregated entity. The TPl Centre’s analysis
stakeholders who use TPl Centre data should reflects commitments and practices at the
be able to understand the rationale behind group-wide level.

scores across indicators.

2 See lIGCC (2021) Aligning the Banking Sector with the Goals of the 4 This Standard succeeded the recommendations of the Task Force on
Paris Agreement. Climate-related Financial Disclosures (TCFD) in October 2023.
5 See IIGCC (2023) Net Zero Standard for Banks.


https://www.transitionpathwayinitiative.org/publications/uploads/2024-state-of-transition-in-the-banking-sector-report-2024.pdf
https://www.transitionpathwayinitiative.org/publications/uploads/2024-tpi-centre-banking-assessment-framework-methodology-note.pdf
https://www.transitionpathwayinitiative.org/publications/uploads/2024-tpi-centre-banking-assessment-framework-methodology-note.pdf
http://www.transitionpathwayinitiative.org/banks
https://www.transitionpathwayinitiative.org/publications/uploads/2024-tpi-centre-banking-assessment-framework-methodology-note.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past%20resource%20uploads/IIGCC_Aligning%20the%20banking%20sector_April2021.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past%20resource%20uploads/IIGCC_Aligning%20the%20banking%20sector_April2021.pdf
https://www.iigcc.org/resources/net-zero-standard-for-banks
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Updates for the 2025 assessment cycle

Updated coverage

In 2025, we have updated our assessment sample
to include 10 additional banks alongside the 26
major international banks assessed in 2024.
Through this expansion, we: (i) extend our coverage
to include Australian banks, (ii) explore the
applicability of the framework in a greater number

Changes to NZBAF indicators

e Indicator 5.2.1 - Misaligned fossil fuel
activities: the threshold related to the
exclusion of companies with a coal share of
revenue or a coal share of electricity
production has been increased from 5% to
10% to align with other frameworks.®

e Indicator 5.2.2 - Deforestation and land
conversion: we have overhauled
deforestation sub-indicators to align with
other frameworks’ and introduced a new
sub-indicator, 5.2.2.a, which focuses on the
expectations that banks set for their clients
with regard to high forest-risk
commodities.?

¢ Area 6 - Climate solutions: we have
redesigned Area 6 to better capture

Note on assessment sample

Throughout the report, unless otherwise specified,
discussions of 2025 scores are based on our total
assessment sample of 36 banks and the 77 sub-

of EMDEs by including four large Indian and
Brazilian banks, and (iii) complete the coverage of
Global Systemically Important Banks (G-SIBs).> The
10 US super-regional banks and two US custodian
banks assessed in 2024 have not been reassessed
in 2025.

differences in how banks set their climate
solution targets and report on progress. We
have increased the number of sub-indicators
from three to eight, organised into two
categories: target design and
methodological choices (6.1), and financing
and impact reporting (6.2).

e Sub-indicator 10.1.a - TCFD reporting:
Following the completion of the mandate of
the Task Force on Climate-related Financial
Disclosures (TCFD) in 2023, the Task Force
stood down and the IFRS Foundation is
folding the TCFD’s work into its S1 and S2
disclosure standards. During the transition
phase from TCFD to S1 and S2 reporting, we
are not assessing sub-indicator 10.1.a, due
to the lack of standalone reports or explicit
signposting available at this point.

indicators present in the 2025 version of the NZBAF.
For comparisons between 2025 and 2024 scores,
the assessment sample is limited to the 26 banks
and 67 sub-indicators assessed in both years.’

This report is the second in the TPl Centre’s flagship trilogy of annual reports for 2025:
1. State of the Corporate Transition 2025 (September 2025)
2. State of the Banking Transition 2025 (October 2025)
3. State of the Sovereign Transition 2025 (forthcoming, November 2025)

5 Excluding certain state-owned G-SIBs and custodian banks.
Relevant frameworks include Global Coal Exit List (Urgewald, 2024),
Coal Policy Tracker (Reclaim Finance, 2025) and Near-Term Criteria for
Financial Institutions (SBTi, 2024).

7 Relevant frameworks include the Forest, land and agriculture target-
setting guidance (SBTi, 2023), Deforestation- and conversion-free
supply chains report (CDP, 2024) and the Finance sector deforestation
action progress report (IIGCC, 2024).

8 The Accountability framework defines high-forest-risk commodities
as: cattle (including beef and leather), palm oil, pulp and paper,
timber and soy.

? Due to methodological changes this year, the following sub-indicators
are not directly comparable with 2024’s: 2.1.a, 2.1.b, 3.5.0, 5.2.2.q,
6.1b, 6.1.c, 6.1d, 6.2.a, 6.2.b, 6.2.c.


https://www.coalexit.org/sites/default/files/download_public/Methodology%20GCEL%202024%20download.pdf
https://coalpolicytool.org/methodology/
https://files.sciencebasedtargets.org/production/files/Financial-Institutions-Near-Term-Criteria.pdf
https://files.sciencebasedtargets.org/production/files/Financial-Institutions-Near-Term-Criteria.pdf
https://files.sciencebasedtargets.org/production/files/FLAG-FAQ.pdf?dm=1734357672&_gl=1*2o992m*_gcl_au*ODAxOTYzODMzLjE3NTc2MTA2OTY.*_ga*NzkxNzk4OTgyLjE3NDY3MDg0ODA.*_ga_22VNHNTFT3*czE3NTc2MTA2OTYkbzUkZzAkdDE3NTc2MTA2OTYkajYwJGwwJGgxNjkzNDQ4MTk3
https://files.sciencebasedtargets.org/production/files/FLAG-FAQ.pdf?dm=1734357672&_gl=1*2o992m*_gcl_au*ODAxOTYzODMzLjE3NTc2MTA2OTY.*_ga*NzkxNzk4OTgyLjE3NDY3MDg0ODA.*_ga_22VNHNTFT3*czE3NTc2MTA2OTYkbzUkZzAkdDE3NTc2MTA2OTYkajYwJGwwJGgxNjkzNDQ4MTk3
https://cdn.cdp.net/cdp-production/cms/reports/documents/000/007/713/original/CDP_Global_Forests_Report_2024.pdf?1716207173
https://cdn.cdp.net/cdp-production/cms/reports/documents/000/007/713/original/CDP_Global_Forests_Report_2024.pdf?1716207173
https://www.climatechampions.net/media/cnjfuueq/fsda-progress-report-june-2024.pdf
https://www.climatechampions.net/media/cnjfuueq/fsda-progress-report-june-2024.pdf
https://www.transitionpathwayinitiative.org/publications/uploads/2025-state-of-the-corporate-transition-2025.pdf
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2. Net Zero Banking
Assessment Framework

This section presents the results of our assessment of banks’ disclosures using the NZBAF.
For more details on how the framework is structured, please refer to the 2024 methodology
note and ‘Updates for the 2025 Assessment Cycle’ in Section 1 above.

Overview of NZBAF results

Banks’ overall performance on the NZBAF is weak.
On average, banks score on only 18% of the 77 sub-
indicators and the best-performing banks score on
around one-third of the sub-indicators.

However, our assessment shows banks are at
different stages of the transition to a low-carbon
economy. Four Chinese banks, two Indian banks
and one US bank are at an early stage, scoring on
fewer than 10% of sub-indicators. None of these
banks have set a sectoral decarbonisation target,
for example. Banks scoring on 10 to 20% of sub-
indicators are primarily from North and South
America, plus Australia. They have generally set
sectoral decarbonisation targets and implemented
some climate policies. Banks scoring on more than
20% of sub-indicators are mostly from Europe and
Japan: these banks all have decarbonisation

targets covering multiple sectors, eight on average,
and they have begun embedding climate
considerations across their operations.

There are also significant differences in
performance across the NZBAF’s 10 areas. While
banks score on more than one-third of sub-
indicators in Area 3 - Exposure and emissions
disclosure and Area 8 - Climate governance,
performance in other areas of the framework is
weak. For instance, banks score on only 5% of sub-
indicators in Area 5 - Decarbonisation strategy. This
is concerning as this area looks at the policies banks
have in place to reach their climate goals. No bank
scores on Area 7, which looks at whether banks
align their climate policy engagement with the goal
to restrict global temperature rise to 1.5°C above
pre-industrial levels.

Figure 2.1. Overview of the 36 assessed banks’ performance on the NZBAF in 2025

Bank's HQ region Asia M Europe
o,
Scores

ANZ Bank Banco do

Brasil

Agricultural
Bank of China

Bank of China

Canadian
Imperial Bank
of Commerce

Bank of
China Montreal
Construction

Bank

HDFC
ICICI

Industrial and
Commercial
Bank of China

Common-
wealth Bank

Goldman
Sachs

JP Morgan
Chase

Morgan
Stanley

Scotiabank

Wells Fargo

B North America [ Oceania

South America [] Banks added in 2025

Deutsche Barclays

Bank

HSBC

National
Australia

Bank of
America

BNP Paribas

Groupe Crédit
Agricole
Citigroup ING Bank

Mitsubishi UFJ

ltau Mizuho Bank

SMBC Group

Société
Générale

Royal Bank of | Santander

Canada

Standard
Chartered

Toronto
Dominion

Westpac


https://www.transitionpathwayinitiative.org/publications/uploads/2024-tpi-centre-banking-assessment-framework-methodology-note.pdf
https://www.transitionpathwayinitiative.org/publications/uploads/2024-tpi-centre-banking-assessment-framework-methodology-note.pdf
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Figure 2.2. Performance of the 36 assessed banks on the NZBAF across its 10 areas

Net zero
commitment

Sectoral GHG
reduction targets

Exposure and
emissions
disclosure

Historical
emissions
performance

for high-emission
sectors

Asset management
strategy to increase
portfolio alignment

Exclusion policies for
fossil fuel activities

cing policies to
misaligned land
conversion activities

Climate solutions

Climate policy
engagement

Climate
governance

Just transition

Annual
reporting,
accounting
and audits

17%  83%

25% 75%

Decarbonisation % 95%
strategy

Financing conditions

1% 89%

8%  92%

1%  99%
1%  99%

22% 78%

38% 62%

73

90%

% 60%

[ Yes I No I Not applicable

Setting net zero commitments is common practice among major banks, but these
remain limited in scope due to the exclusion of material business activities, particularly
capital markets. This year, five banks backtracked on their net zero commitment.

28 out of 36 banks have sectoral targets, though their focus is on the short term (2030).
While coverage of the electricity utilities, oil & gas, and the autos sectors is high,
coverage of other high-emission sectors is significantly lower. 18 of these banks have
sectoral targets limited to lending and project financing activities.

Reporting of financed/facilitated emissions is becoming commonplace but is limited
to some high-emission sectors, often in banks' loan books. The lack of financial
disclosure also limits the calculation of banks' financial exposure to these sectors.

Historical data on banks’ portfolio carbon emissions are not yet available. As a result,
we have not yet been able to assess banks in this area.

Few banks have implemented robust policies to fulfil their climate commitments and
decarbonisation targets.

While 13 out of 36 banks have financing conditions to support the transition of clients
in high-emission sectors, only two disclose how they enforce these conditions.

Although several asset management firms disclose climate-related expectations for
investee companies, only one provides a criteria-based escalation voting policy for
companies that do not align with a 1.5°C pathway.

Although most banks have fossil fuel policies, these tend to be restricted to their
lending activities or clients with high fossil fuel exposure.

Of the limited number of banks setting deforestation and land conversion policies,
most lack robust commitments to halt deforestation and remain incomplete, as they
fail to cover all high-risk forest commodities.

17 out of 36 banks have set climate solution targets, but comparability across banks is
difficult. The link between these targets and banks’ decarbonisation goals is often
unclear and reporting rarely specifies which climate solutions banks finance.

No bank aligns its lobbying activities with a 1.5°C target.

While 30 banks clearly include climate risk as a material risk to their operations, only
nine specifically link their executive remuneration to their climate objectives. No bank
specifically assesses the climate competencies of its directors and publishes the results
of these assessments.

While no bank has an overall commitment to a just transition, seven banks have
incorporated just transition actions into their climate strategy.

While most banks state that climate risks could have a material impact on their
business, only six integrate climate risk considerations into their financial statements.
Only two banks have stated that climate-related matters are material for its financial
statements.
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Year-on-year comparison

Banks are currently navigating a complex
landscape where some jurisdictions are increasing
their regulatory demands and transition planning
expectations, while others are pushing back on
climate action. Launched in 2021 as an initiative to
support banks’ transition to a low-carbon economy,
the Net-Zero Banking Alliance (NZBA) saw some of
its members start to leave in 2024 following
political backlash in the United States. The NZBA
ceased operations in October 2025. In other
jurisdictions, regulatory expectations are
intensifying, however, alongside demands for
credible transition planning. Earlier this year, the
Basel Committee published a voluntary framework
for disclosing climate-related financial risks,”® while
the European Banking Authority (EBA) issued its
final guidelines on managing environmental, social
and governance (ESG) risks, including climate.”

The 26 global banks assessed in both 2024 and
2025 have made little progress year-on-year on
addressing climate change, with 95% of scores
remaining unchanged this year. While some banks
have increased the percentage of NZBAF sub-
indicators they satisfy compared with 2024, on
aggregate, banks score on only 18% of sub-
indicators, a decline of less than one percentage
point compared with last year. Average scores have
decreased the most in Europe and North America,
while Japanese banks now score slightly higher
than last year to become the highest scoring group,
averaging 27% on the NZBAF this year.

Banks have weakened their disclosures in areas
such as net zero commitment (1.1), financing
conditions for high-emission sectors (5.1.1), and
fossil fuel policies (5.2.1). On indicator 1.1, some
banks have either fully withdrawn or weakened
their net zero commitments, substituting firm
language such as ‘commitment’ or “target’ with
less precise wording such as ‘ambition” and
‘aspiration’. On indicators 5.1.1 and 5.2.1, some
banks now state that exceptions to their policies
may be granted in some circumstances without
clearly explaining the process for making these
exceptions. One bank, Wells Fargo, stands out for
having abandoned its net zero commitment and
sectoral targets, and for having removed its climate
disclosures from publicly available sources, in the
past year.

Compared with 2024, some banks now have more
comprehensive disclosures regarding their target-
setting methodology (2.2), exposure and emissions
(3.1-3.3), and governance structures (8.2). Several
banks now provide greater clarity on the analysis
underpinning the inclusion of specific business
activities and high-emission sectors in their
decarbonisation targets (2.2.b). Other banks offer
greater transparency around their exposure to
high-emission sectors and provide new figures for
financed emissions on an absolute or intensity basis
(3.1-3.3). Several banks have introduced new
governance measures that assign the oversight of
climate-related risk to board members and/or
committees (8.2).

Figure 2.3. Year-on-year score changes by banks’ region of domicile among the 26 banks assessed

in 2024 and 2025

30% -
25% -
20%

15% -
Prol 27% 28% EBTLA

10% A 18% 18%

5% -

0%

2024 [l 2025

18% 17%

O 12%

Japan Europe Global average

Note: Percentages are rounded to integer numbers

10 BIS (2025) A framework for the voluntary disclosure of climate-related
financial risks.

10

Canada us China

T EBA (2025) Guidelines on the management of environmental, social
and governance (ESG) risks.


https://www.bis.org/bcbs/publ/d597.pdf
https://www.bis.org/bcbs/publ/d597.pdf
https://www.eba.europa.eu/sites/default/files/2025-01/fb22982a-d69d-42cc-9d62-1023497ad58a/Final%20Guidelines%20on%20the%20management%20of%20ESG%20risks.pdf
https://www.eba.europa.eu/sites/default/files/2025-01/fb22982a-d69d-42cc-9d62-1023497ad58a/Final%20Guidelines%20on%20the%20management%20of%20ESG%20risks.pdf
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2.Carbon Performance

for Banks

This section presents the results of our assessment of banks’ sectoral decarbonisation
targets using the low-carbon benchmarks developed by the TPl Centre.

Banks’ sectoral target coverage

While most banks set one decarbonisation target
per sector (e.g. one target specifically covering the
electricity utilities sector), some banks set one
decarbonisation target covering multiple
high-emission sectors. For example, some banks
have set an energy target, which covers both oil &
gas and coal mining. To enable like-for-like
comparisons across banks, instead of simply
counting the number of targets that banks have
set, we look at how many of the 15 high-emissions
sectors identified by the TPl Centre are covered by
at least one of the bank’s decarbonisation targets.'
Further details on the Carbon Performance (CP) for
Banks assessment process can be found in
Appendix 2.

2

Setting sectoral decarbonisation targets is commmon
practice for banks, though most targets are short-
term. Of the 36 assessed banks, 78% (28 banks)
have set at least one sectoral decarbonisation
target. In line with the NZBA's target-setting
guidelines, all banks with targets have at least one
sectoral decarbonisation target for 2030 (short-
term). Conversely, no bank has set sectoral targets
for the period 2031—2035 (medium-term) and only
four banks have set targets for the period 2036—
2050 (long-term). Deutsche Bank and ING are the
only banks that have set both short- and long-term
targets across the majority of sectors included in
their decarbonisation strategies. Medium- and
long-term targets are essential to shape banks’ full
sectoral decarbonisation pathways, as cumulative

12 The TPI Centre has identified the following high-emission sectors:
airlines, aluminium, autos, cement, chemicals, coal mining (thermal),

emissions ultimately determine the resulting
increase in global mean temperature.

On average, banks with sectoral targets cover
seven of the 15 high-emission sectors we have
identified. The Australian banks in our sample have
the most comprehensive target-setting approach,
covering 10 sectors on average. The European banks
typically set targets covering eight sectors,
Japanese banks cover seven and North American
banks cover five sectors on average. Only Citigroup
and JPMorgan Chase & Co. cover at least as many
sectors as the average European bank, covering 10
and eight sectors, respectively. National Australia
Bank has targets covering the greatest number of
sectors: its targets cover 11 of the 15 high-emission
sectors.

All of the banks that have at least one sectoral
target cover the electricity utilities sector (28 of
36), closely followed by oil & gas (26) and auto
manufacturing (25). Target coverage of other high-
emission sectors remains low. Fifteen of the banks
also cover at least one of the following sectors:
airlines, cement, real estate and steel. In contrast,
very few of the banks have so far expanded their
target-setting to the chemicals, diversified mining
or food sectors. Only four have set targets for the
food sector and Morgan Stanley is the only one with
targets covering the chemical and diversified
mining sectors.

Overall, we find no strong regional differences in
the sectors banks prioritise when setting targets.

coal mining (metallurgical), diversified mining, electricity utilities, food,
oil & gas, paper, real estate, shipping and steel.
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Figure 3.1. Sectors covered by the 36 assessed banks by at least one sectoral decarbonisation

target
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Note: Energy: coal mining (thermal), coal mining (metallurgical), electricity utilities and oil & gas. Food: food producers. Real
estate: real estate. Industrials: aluminium, cement, chemicals, diversified mining and steel. Transport: airlines, autos and

shipping.
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All targets that the banks have set cover corporate
banking activities (lending and project finance),
but coverage of other business activities remains
low. The inclusion of these other business activities
in banks’ targets is important as they can represent
a sizeable part of a bank’s business. For large
international banks, S&P (2025) finds that the
median percentage of revenues from capital
market activities makes up 35% of total revenues.”
Market facilitation and syndicated loans play a
particularly important role in some sectors. Recent
research by the Sierra Club finds that 61% of all US
bank financing for fossil fuel expansion comes from
underwriting bonds and equities.” Yet, our analysis
shows that only 10 of the assessed banks have set
targets covering their capital market activities

(debt and equity facilitation). For eight of these,
coverage is limited to only a few sectors, such as
autos, electricity utilities and oil & gas. While most
banks that include capital market activities in their
sectoral decarbonisation targets have a combined
target covering financed and facilitated emissions,
one bank in our sample, Standard Chartered, has
taken a different approach: it is the only bank so
far to set separate targets for its financed and
facilitated emissions for its oil & gas portfolio. We
note that the publication of the 2025 update of the
NZBA’s Guidelines for Climate Target Setting for
Banks may further support banks to set facilitated
emissions targets, as the initiative urges banks to
include emissions from capital market activities in
their targets by November 2025 at the latest.™

Alignment of banks’ sectoral decarbonisation pathways

Banks’ sectoral decarbonisation pathways are
assessed across three timeframes: short-term
(2025-2030), medium-term (2031-2035) and long-
term (2036-2050). As most banks have only set
short-term targets, we focus on the 2030 sectoral
alignments in the following section.

Slightly more than half of the assessed banks’
sectoral pathways follow a methodology
comparable with our Carbon Performance
benchmarks. Banks set decarbonisation targets on
a sectoral level. In our Carbon Performance
analysis, we compare the pathways implied by
banks’ sectoral targets with the low-carbon
sectoral benchmarks we have developed at the TPI
Centre. This requires bank pathways and the
benchmarks to have the same material value chain
coverage, emissions scope and reported metric.
This year, slightly over half (55%) of the assessed
banks’ sectoral pathways follow a methodology
sufficiently comparable with the TPl Centre’s
benchmarks to make an estimate of alignment
with climate goals possible.

Banks use similar target-setting approaches in the
airlines, aluminium, cement and electricity utilities
sectors, which are often comparable with our
approach. For other sectors, the methodologies
banks use are more heterogeneous and less

13 S&P Global (2025) Capital markets could support bank revenue in
2025, but uncertainty due to tariffs is high.

14 Sierra Club (2023) Capital markets: the hidden pipeline for fossil fuel
financing.

15 NZBA (2025) Guidance for climate target setting for banks, Version
3.

16 Portfolio-level alignment scores follow methodologies that evaluate
whether a bank’s financed sectoral portfolio is on track with sector-
specific decarbonisation benchmarks. Instead of physical emissions
intensities, banks following these methodologies usually disclose

compatible with our approach. We are unable to
assess 19 pathways in the autos sector, 14 in oil &
gas or 12 in shipping as banks either state targets
using accounting boundaries that are inconsistent
with our methodology, do not state the base-year
emissions intensity against which their targets are
expressed, or follow an alignment score
methodology.' Lastly, we do not assess alignment
in the real estate sector.

Out of all high-emission sectors, alignment with
low-carbon benchmarks is highest in electricity
utilities when we compare bank pathways with a
common global benchmark.” However, if we
compare banks’ electricity pathways with regional
benchmarks instead, alignment drops sharply. The
TPI Centre has developed global and regional
benchmarks for the electricity utilities sector.'® We
have done so to reflect different regions’ emissions
reduction requirements for electricity, which is not
a globally traded commodity. We assign banks to a
region based on the location of their headquarters.
This means that comparisons with regional
benchmarks are more accurate for banks whose
exposure to the electricity utilities sector is primarily
in their home market. For electricity utilities, we can
estimate alignment for all 28 of the banks that
have a target for this sector. When estimating

alignment scores, representing their portfolios’ distance from the
underlying benchmarks. These methodologies rely on reductions in
physical intensity, but due to additional permutations in the data, we
cannot assess them using the TPl Centre’s physical intensity-based
approach. Currently, banks use alignment scores for the airlines,
aluminium, shipping and steel sectors.

7 Low-carbon benchmarks are 1.5°C or Below 2°C pathways.

18 See Dietz et al. (2024) Carbon Performance assessment of electricity
utilities: note on methodology.


https://www.spglobal.com/ratings/en/regulatory/article/25%E2%80%A6-in-2025-but-uncertainty-due-to-tariffs-is-high-s13465040
https://www.spglobal.com/ratings/en/regulatory/article/25%E2%80%A6-in-2025-but-uncertainty-due-to-tariffs-is-high-s13465040
https://www.sierraclub.org/sites/default/files/2025-01/sierra-club-capital-markets-report.pdf
https://www.sierraclub.org/sites/default/files/2025-01/sierra-club-capital-markets-report.pdf
https://www.unepfi.org/industries/banking/guidance-for-climate-target-setting-for-banks-version-3/
https://www.transitionpathwayinitiative.org/publications/uploads/2024-carbon-performance-assessment-of-electricity-utilities-note-on-methodology.pdf
https://www.transitionpathwayinitiative.org/publications/uploads/2024-carbon-performance-assessment-of-electricity-utilities-note-on-methodology.pdf
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alignment using global benchmarks, we find that This analysis shows how meaningful the differences
27 banks are aligned with low-carbon benchmarks  in alignment are between global and regional

in the short term (2030). When estimating electricity utilities benchmarks. To fully

alignment using regional benchmarks, only four contextualise these results, a deeper understanding

banks remain aligned with low-carbon benchmarks. of a bank’s regional exposure is required, which will
be possible once better data become available.

Figure 3.2. Alignment of the 36 assessed banks with low-carbon benchmarks in the short term
(2030), by sector
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Figure 3.3. Alignment of the 36 assessed banks with low-carbon benchmarks in the short term
(2030), by region
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Number of sectors covered by at least one decarbonisation target

:

The alignment of the banks’ oil & gas sector targets an accounting boundary inconsistent with our

with low-carbon benchmarks is low. Of the methodology, while the other 13 do not state the
assessed banks, 26 have a target covering the oil &  base-year emissions against which their oil & gas
gas sector in the short term (2030). For these targets are expressed.

targets we can determine the alignment with low-
carbon benchmarks for 12 banks: only five of these
are aligned with 1.5°C or Below 2°C, two are aligned
with National Pledges and five banks are not
aligned with any benchmark. Of the 14 banks for
which we cannot estimate alignment, only one uses

14

Alignment in other high-emission sectors, such as
aluminium and steel, is also low. For aluminium,

only 25% of the banks’ pathways are aligned with
1.5°C or Below 2°C, and for steel the figure is 24%.
Alignment is higher across the airlines and cement
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sectors, with 44% and 41% of pathways aligned
with these benchmarks, respectively. Finally, while
only 11 banks have set sectoral targets for the

Year-on-year comparison

For the 26 banks assessed in 2024, the total
number of bank targets remains similar in the 2025
assessment, though few banks expanded their

sectoral coverage in transport, industrials and food.

Two North American banks, Morgan Stanley and
Wells Fargo, stand out for making notable changes
to their decarbonisation targets. Morgan Stanley
has shifted its target-setting approach to using
physical instead of economic emissions intensity
metrics. It has also set six new targets, including in
chemicals and diversified mining. Four other banks
have also expanded the sector coverage of their

thermal coal sector, eight are aligned with 1.5°C.

targets, with three expanding into airlines, three
into aluminium, one into cement and one into
food.” Conversely, Wells Fargo has abandoned its
sectoral targets. For the 21 banks we assessed in
2024 with at least one sectoral decarbonisation
target, the above changes have resulted in a year-
on-year increase in the average number of sectors
covered from 5.9 to 6.5.

Alignment between banks’ 2030 sectoral pathways
and our low-carbon benchmarks in 2025 remains
similar to 2024 (Figure 3.4).

Figure 3.4. Changes in short-term (2030) alignment between the 2024 and 2025 assessment cycles

for the 26 banks assessed in both years

2024

nalpledges (&) ee— - Natie pled
m e ———————

Unsuitable disclosure (53) I

2025

Below 2°C (22) |:,

Note: The numbers in brackets indicate the sum of all short-term (2030) alignment estimates across banks and sectors. Due to
the international nature of the airlines and shipping, these sectors have international pledges instead of national pledges. The
category ‘International pledges’ has been merged into ‘National pledges’. For the electricity utilities sector, we consider alignment

against global benchmark

% The list does not include renewed or re-baselined targets for high-
emission sectors already covered by a previous target.



State of the Banking Transition 2025 | TPI Global Climate Transition Centre

Overall, 9% (34) of these alignments changed year  (11) of the 34 alignment changes are attributable

on year. Wells Fargo cancelling all its five sectoral to banks covering new high-emission sectors or
targets accounts for 1 percentage point (pp) of renewing their existing targets: these are mainly for
these 34 alignment changes; 2 pp of the changes the airlines and aluminium sectors. Finally, 2 pp
are due to Morgan Stanley restating its targets as (seven) of the 34 alignment changes are the result
physical emissions intensities, where previously of further methodological research on frameworks
these were economic, which enables us to start and target-setting approaches in the automotive
assessing alignment for the bank. A further 3 pp manufacturing and shipping sectors.?

201n the automotive manufacturing sector, we conducted further means that two banks are now classified as having unsuitable
research on how PACTA's emissions intensity approach for the disclosures in the sector. In contrast, the TPI Centre’s low-carbon
automotive sector aligns with the TPl Centre’s methodology and were benchmarks measure per tonne transported, which captures what
thus able to estimate the alignment of three additional banks. In the shipping vessels are in in fact transporting.

shipping sector, we have stopped estimating alignment for banks
setting shipping targets using deadweight tonne as a unit. This decision

16


https://pacta.rmi.org/
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3. In focus: climate solutions

This section examines the financing of climate solutions among our sample of banks. Banks
have expanded their climate solution financing, but their approaches vary. To better
understand banks’ climate solutions targets and their reporting on climate solutions
financing, we restructured Area 6 of our framework and added five new sub-indicators.

Assessment overview and results

Our research shows significant heterogeneity in
how banks define their targets for finance directed
towards climate solutions. These financing targets
can be expressed in absolute terms, such as
increasing finance by a stated volume, or in relative
terms. Examples of the latter include targets to
increase the share of climate solutions in banks’
total financing portfolios, and targets to increase
deployment of climate solutions by a certain
quantity (e.g. renewables capacity in MWh) or to
change the financed portfolio mix (e.g. the ratio of
low-carbon to fossil fuel financing).

To better understand the financing banks direct
towards climate solutions and the targets they set,
we restructured Area 6 of our framework and
added five sub-indicators. The area now has two
indicators:

¢ Indicator 6.1 assesses how banks design
their climate solution targets, including
which activities are eligible for financing and
the categories of climate solutions covered,

such as renewable energy and low-carbon
transport. It further examines whether
banks align their financing framework with
taxonomies established by governing bodies
(e.g. the EU Taxonomy, the Chinese
government'’s Catalogue for Green and
Low-Carbon Transition, or Australia’s
forthcoming Sustainable Finance
Taxonomy), and whether climate scenarios
inform the level of ambition of their targets.

e Indicator 6.2 assesses the reporting of
financing for climate solutions. It considers
whether banks report financing by activity
type and categories of climate solution and
whether they attempt to quantify the real-
economy impact of such financing.

We base our assessment on banks’ own definitions
of climate solutions, provided that they meet the
Glasgow Financial Alliance for Net Zero’s (GFANZ)
definition of climate solutions and enabling
activities.? The results are shown in Figure 4.1.

Figure 4.1. Scores for the 36 assessed banks on NZBAF Area 6: climate solutions

Indicators Sub-indicators

Target design and 6

6.1 methodological Ta.

specific targets and milestones?

Has the bank committed to scale up finance directed towards climate solutions, with

choices 6.1.b.  Has the bank quantified its climate solutions target(s) using financing ratios?
61.c Has the bank transparently defined the financial products and climate solutions in scope
"7 forits target(s)?
61.4. Hasthe bank disclosed how it applied climate scenarios to quantify its climate solutions
T target(s)?
6.1.e.  Has the bank disclosed its definition of climate solutions AND used an established, external
standard developed by a national, regional, or global governing body (e.g. the EU Taxonomy)?
6.2 Financing and 62.a Has the bank reported on the climate solutions financing and facilitation it provided in the
impact reporting 77 latest reporting year?
62b Has the bank disclosed its total share of finance directed towards climate solutions in the
77 latest reporting year?
6.2.c.  Has the bank quantified the real-economy impact of its climate solutions target(s)?

21See GFANZ (2023) Defining the transition finance and considerations
for decarbonization contribution methodologies. GFANZ uses the
following definitions: solutions are technologies, services, tools or social
and behavioural changes that directly eliminate, remove or reduce
real-economy greenhouse gas emissions; enabling activities are

technologies, services, tools or social and behavioural changes that
indirectly contribute to, but are critical for, emissions reductions by
facilitating the deployment and upscaling of climate solutions.
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https://assets.bbhub.io/company/sites/63/2023/09/Defining-Transition-Finance-and-Considerations-for-Decarbonization-Contribution-Methodologies-September-2023.pdf
https://assets.bbhub.io/company/sites/63/2023/09/Defining-Transition-Finance-and-Considerations-for-Decarbonization-Contribution-Methodologies-September-2023.pdf
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Climate solutions: targets

Nearly half the banks in our sample (17 of 36) have
set at least one climate solution financing target
(6.1.a), mostly spanning multiple sectors. These 17
banks in total have set 27 financing targets,
translating to an average of 1.6 targets per bank.
These targets often span multiple sectors, which
contrasts with the more granular approach seen
with decarbonisation targets, where banks typically
establish one target per sector. On average, the
banks have 5.8 times more sectoral
decarbonisation targets than they do climate
solution targets. Only five of the banks have set at
least one sector-specific target. Eight of these
focus on renewable energy, followed by green
buildings (two), and sustainable agriculture (one).

Because most climate solution financing targets
lack sector-specific focus, it is difficult to assess the
extent to which they support or complement
sectoral decarbonisation strategies and contribute
to decarbonising the real economy. Sectoral
decarbonisation targets have a clear link to
reducing emissions in a specific sector. Banks set
clear sectoral boundaries to define what falls within
the scope of the target. The target is derived using
climate scenarios aligned with a specific
temperature outcome. The scope of the banks’
business activities included in the target is typically
clearly defined. By contrast, for climate solutions
financing targets, only two banks disclose how they
apply climate scenarios to quantify the target
figures (6.1.d). While some of the banks, such as
BNP Paribas (see Box 4.1) and Crédit Agricole, set
targets based on physical deployment, most track
only cumulative financing volumes, making the link
to real-world decarbonisation less clear. Finally,
only 31% of the banks (11) transparently define the
financial products and climate solution areas in the
scope of their recognised targets (6.1.c).

22 Examples of regional standards include those developed by the Asia-
Pacific Loan Market Association. Guidelines from the International
Capital Market Association (ICMA) and the Loan Market Association
(LMA) for bonds and loans are the most referenced industry standards.
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Box 4.1. Example of BNP Paribas

BNP Paribas has set multiple climate solution
targets, including some with a link to real-world
decarbonisation. The bank has an overall
climate solution financing target of €200 billion
by 2025 to support the transition of corporate
clients to a low-carbon economy. It also has
sector-specific initiatives, including a target to
increase the share of low-carbon energy,
primarily renewables, in the bank’s financed
energy mix to 66% by 2025 and 90% by 2030.
The bank has a target to increase the share of
electric vehicles in its automotive portfolio to
greater than or equal to 25% by the end of
2025. Finally, it has a target to increase its
exposure to low-carbon energy to at least €40
billion by 2030.

As there is no universal definition of ‘climate
solution’, banks draw on various taxonomies to
formulate their financing frameworks. This may
result in banks financing significantly different
activities. Banks rely on external taxonomies to
define climate solutions but the eligible activities
included in these taxonomies vary substantially. For
example, while the EU Taxonomy excludes coal and
oil, the Chinese government’s Catalogue for Green
and Low-Carbon Transition includes clean coal
production and clean and efficient use of coal. As a
result, banks adhering to their respective
national/regional taxonomies may end up financing
markedly different activities. Banks tend to not fully
align their definitions of climate solutions with
those of an external taxonomy, adding a further
layer of complexity. Bank of China is the only bank
we assess that fully aligns its green financing
activities with a government-established taxonomy
(6.1.e). Other banks draw on regional standards,
taxonomies and industry guidelines? to develop
their own bespoke financing frameworks, further
complicating efforts to compare climate-related
financing targets.

Meanwhile, the EU Taxonomy acts as a foundation for most banks,
including those domiciled outside the EU.


https://ec.europa.eu/sustainable-finance-taxonomy/
https://group.bnpparibas/en/our-commitments/sustainable-finance-follow-our-progress-in-figures
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Climate solutions: financing and impact reporting

Local regulation shapes the level of
comprehensiveness of reporting on the financing of
climate solutions. Reporting often lacks detail on
which climate solutions banks finance. Of the 36
banks in our sample, only 39% (14 banks) report on
their financing of climate solutions, including both
the climate solutions and the financing activities
they deploy (6.2.a).

The six EU banks in the sample have the most
comprehensive reporting on financing for climate
solutions. This is because under the European
Banking Authority (EBA) requirements,? banks
must disclose their environmentally sustainable (i.e.
EU Taxonomy-aligned) on-balance sheet exposures
towards non-financial corporates. The disclosure is
disaggregated to the asset class and sector levels.

Outside the EU, eight of the other banks report on
their climate solution financing sufficiently,
providing details on the climate solutions banks
finance and the financing activities through which
they do so. This disclosure is usually linked to the
bank’s reporting on target progress. Banks that do
not score on sub-indicator 6.2.a (reporting on
climate solutions financing) typically disclose only
the financing deployed, with little detail on the
specific climate solutions financed.

Assessing the ambition of banks’ financing of
climate solutions is challenging due to the lack of
comparable data across banks. No bank in our
sample discloses the share of total finance directed
towards climate solutions (6.2.b), preventing an

Recommendations

Recognising the complementary nature of climate
solution financing and sectoral decarbonisation
targets, it is important for investors to have greater
clarity on how banks establish closer links between
the two and for banks to explain how their climate
solution targets will enable them to reach their
decarbonisation objectives.

e Scope coverage: where reasonable, climate

solution targets and sectoral
decarbonisation targets should cover the
same financing activities.

ZEBA (2022) EBA publishes binding standards on Pillar 3 disclosures on
ESG risks.

19

assessment of whether this financing is material
compared with a bank’s total financing. Reported
metrics depend on what activities each bank
considers eligible under its financing framework and
what business activities are in the scope of these
disclosures. Even legislated disclosures fail to give a
full picture of banks’ financing of climate solutions.
In the EU, banks must disclose the Green Asset
Ratio (GAR), which measures the share of banks’
assets classified as environmentally sustainable as
per the EU Taxonomy. While this figure improves
transparency in banks’ climate-related disclosures,
it has also been criticised for its limited business
activity, counterparty and geographical coverage.*

Impact reporting is still at a nascent stage and is
primarily focused on reduced and/or avoided
emissions at the financed portfolio level,
supplemented by physical output metrics for
specific climate solution areas. Half of the 36 banks
in our sample track their financing of climate
solutions using at least one impact metric (6.2.c).
Banks’ financing frameworks typically include
statements specifying that the bank will report
annually on its financing progress using a
predefined set of impact indicators. The categories
most often included in impact reporting are
renewable energy (energy supplied and capacity
installed), low-carbon transport (technology mix
and vehicles deployed) and energy-efficient
buildings (energy ratings). Using impact metrics is
an essential aspect of progress reporting because it
shows the real-economy outcomes of financing.

e Transparency: for all climate solution

financing targets, a clearly defined
financing framework is needed to better
understand the financing activities and
categories of climate solutions that are
eligible to count towards the targets.

Definition: due to the lack of a universal
definition of climate solutions, following
taxonomies established by governing bodies
at the national, regional or global levels may

2 EBF (2024) Green Asset Ratio cannot be to sustainability what CETT
is to capital (Staff paper).


https://www.eba.europa.eu/publications-and-media/press-releases/eba-publishes-binding-standards-pillar-3-disclosures-esg
https://www.eba.europa.eu/publications-and-media/press-releases/eba-publishes-binding-standards-pillar-3-disclosures-esg
https://www.ebf.eu/wp-content/uploads/2024/01/Green-Asset-Ratio-January-2024-002-2.pdf
https://www.ebf.eu/wp-content/uploads/2024/01/Green-Asset-Ratio-January-2024-002-2.pdf

lead to increased comparability across
banks.

Progress reporting: to gain better clarity on
banks’ climate solution financing activities,
reporting on the financing of climate
solutions should include both the financing
activities and climate solutions. Ideally, the
reporting would also include the share of
primary financing and refinancing activities,
as the two arguably have different levels of
real-world impact. By disclosing the total
share of financing directed towards climate
solutions, banks can further improve their
disclosures to best inform stakeholders
about their climate solution financing across
business activities.

20
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Impact reporting: the financing of climate
solutions in monetary terms can be
influenced by a wide range of factors,
including the bank’s operations, project size,
location and regulations. A larger financing
volume does not necessarily mean a greater
impact on real-world decarbonisation.
Therefore, the use of impact metrics can be
helpful to track banks’ financing of climate
solutions. These figures can, in turn, be
compared with global carbon budgets,
making it easier to understand the ambition
and impact of the bank’s financing
activities.
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4.|n focus: EMDE banks

In this section we look in depth at eight banks from emerging markets and developing
economies (EMDEs), double the number of such banks we assessed in 2024. In addition to
the four Chinese banks assessed previously, we have added two Brazilian banks (Banco do
Brasil and Itau) and two Indian banks (HDFC and ICICI) to our assessment this year. These
eight banks represent a significant proportion of their respective countries’ banking sectors.

Assessment sample and context

The four Chinese banks in our sample account for
59% of the free float market capitalisation of all
Chinese banks. The corresponding share is 64% for
the two Indian banks and 40% for the two Brazilian
banks.?

The low-carbon transition presents distinct
challenges for financial institutions in EMDEs,
primarily arising from limitations in the enabling
environment and a shortfall in climate finance
flows. Unlike developed economies, EMDEs often
face constraints in their enabling environment,
such as a lack of data, technical expertise and
national climate policy frameworks that have
precise targets and metrics.?® These challenges are
further exacerbated by a shortfall in climate
finance. Climate finance flows are gaining
momentum, increasing from US$812 billion in 2018
to USS1.9 trillion in 2023.%” However, from 2018 to
2022, most global climate finance flows were
destined for advanced economies. These regions
received 45% of the total funding, while EMDEs
(excluding China) received only 16%. China received
36%, and least developed countries only 3%, of
climate finance over this period.?®

Banks in India, Brazil and China operate under
differing levels of guidance and regulation. Climate
supervisory guidance and regulation in India
remains limited. While the Reserve Bank of India
released a draft framework on climate-related

% Data from Bloomberg Professional Services, 4 September 2025.
26 Network for Greening the Financial System (NGFS) (2024) Tailoring
transition plans: considerations for EMDEs.

27 Climate Policy Initiative (CPIl) (2025) Global landscape of climate
finance 2025.
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financial risk disclosures in early 2024,
implementation will not begin until the 2025/26
reporting year.? Brazilian and Chinese regulators
have adopted a more proactive stance. In Brazil,
the Central Bank, Brazilian Banking Federation
(FEBRABAN), Securities and Exchange Commission
(CVM), Brazilian Stock Exchange (B3) and Ministry
of Finance have issued a series of guidelines and
regulations on climate risk integration, adoption of
IFRS S2 Climate-related disclosures, green
taxonomy development and the classification of
green financial instruments. The China Banking and
Insurance Regulatory Commission (CBIRC) and the
Central Bank of China (PBoC) have issued guidance
on ESG risk integration and green lending practices,
green and transition taxonomies, climate stress
testing and a climate disclosure framework.*°

In addition to assessing the stage of the low-
carbon transition at which these eight EMDE banks
find themselves, we can benchmark them against
their peers in developed countries. While our sample
of banks does not enable broad generalisations, the
findings discussed below show that the NZBAF
provides valuable insights into the progress towards
net zero of eight large EMDE banks with a sizeable
share of their home markets. Furthermore, our
research shows that performance across these
eight banks is far from homogeneous.

28 Climate Policy Initiative (CPI) (2024) Global landscape of climate
finance 2024: insights for COP29.

29 Reserve Bank of India (RBI) (2024) Draft disclosure framework on
climate-related financial risks, 2024.

30 Sustainable Banking and Finance Network (SBFN) (2025) Leaving no
one behind: unlocking finance in emerging markets.


https://www.bloomberg.com/professional/
https://www.ngfs.net/system/files/import/ngfs/media/2024/04/17/ngfs_tailoring_transition_plans.pdf.pdf
https://www.ngfs.net/system/files/import/ngfs/media/2024/04/17/ngfs_tailoring_transition_plans.pdf.pdf
https://www.climatepolicyinitiative.org/wp-content/uploads/2000/06/compressed_Global-Landscape-of-Climate-Finance-2025.pdf
https://www.climatepolicyinitiative.org/wp-content/uploads/2000/06/compressed_Global-Landscape-of-Climate-Finance-2025.pdf
https://www.climatepolicyinitiative.org/wp-content/uploads/2024/10/Global-Landscape-of-Climate-Finance-2024.pdf
https://www.climatepolicyinitiative.org/wp-content/uploads/2024/10/Global-Landscape-of-Climate-Finance-2024.pdf
https://fidcindia.org.in/wp-content/uploads/2024/02/RBI-DRAFT-CLIMATE-RELATED-FINANCIAL-RISKS-28-02-24.pdf
https://fidcindia.org.in/wp-content/uploads/2024/02/RBI-DRAFT-CLIMATE-RELATED-FINANCIAL-RISKS-28-02-24.pdf
https://www.sbfnetwork.org/leaving-no-one-behind-unlocking-finance-emerging-markets
https://www.sbfnetwork.org/leaving-no-one-behind-unlocking-finance-emerging-markets
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Assessment results

Figure 5.1. Performance of the eight assessed EMDE banks on the NZBAF (% of sub-indicators met)
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The average performance of our EMDE bank sample
on the NZBAF is weak (scoring on only 7% of sub-
indicators). However, there is significant variation
in country performance, with Brazil standing out.
Scoring on average on 15% of sub-indicators, the
two Brazilian banks in our sample score higher than
US banks (which score 13%), Indian banks (5%),
and Chinese banks (4%). For comparison, the
banks we assess in Canada, Australia, Europe and
Japan all perform better, scoring on 17%, 20%, 26%
and 26% of all sub-indicators in the framework,
respectively. We also observe significant differences
in performance between banks within each
country, as shown in Figure 5.1.

Brazil's Itau outperforms other EMDE banks, scoring
on 19% of all sub-indicators. This score is slightly
above the average performance of all banks we
assess (18%). ltau is the only EMDE bank to set
short-term sectoral decarbonisation targets (2.1.a).
The bank discloses short-term (2030) targets
covering six of the 15 high-emission sectors in its
lending portfolio, slightly below the global average
of seven for the full sample of 36 banks. The bank is
one of four in our 36-bank sample to set long-term
targets (2.1.c), having set a 2040 target for the
electricity utilities sector.

For the EMDE banks assessed, ‘governance’ is the
highest-scoring area, with banks satisfying 23% of
sub-indicators in this area. This figure is below the
average performance for the full sample of 36
banks, which stands at 38%. While all eight EMDE
banks have disclosed evidence of board
responsibility for overseeing climate change (8.2.a),
none have implemented executive pay schemes
specifically tied to climate performance (8.3.a).
HDFC and the two Brazilian banks have categorised

31 See Section 4 (climate solutions) target analysis for more information
about the differences in government-established taxonomies.
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Agricultural ICICI Bank

Bank of China

climate change as a material risk and explain how
it relates to their overall risk framework (8.1.a).
However, only the two Brazilian banks explain how
climate risks impact their business and set out how
they are addressing resulting risks (8.1.b).

While six EMDE banks report the quantified impacts
of their climate solution financing (6.2.c), only two
have set a target to increase their financing of
climate solutions (6.1.a). In comparison, 18 of the
36 banks in the full sample report climate solution
impact figures, and 17 have set a target to increase
their financing of climate solutions. Of the EMDE
banks assessed, only Banco do Brasil and Bank of
China have set a quantified and time-bound target
to increase their total financing of climate solutions
(6.1.a). Bank of China is the only bank in the full
sample of 36 banks to have disclosed its definition
of climate solutions using an external standard
developed by a national, regional or global
governing body (6.1.e).*' On indicator 6.2 (climate
solutions: financing and impact reporting), three of
the eight EMDE banks disclose data on the
financing and facilitation of climate solutions
(6.2.a), and six report on the quantification of real
economy impacts resulting from their financing of
climate solutions (6.2.c).

Brazil accounted for 42% of tropical primary forest
loss in 2024,*? yet neither Brazilian bank has a
deforestation policy sufficiently robust to score on
the relevant indicator (5.2.2). The two Brazilian
banks’ deforestation policies are narrowly focused
on illegal beef slaughterhouses in selected
Amazonian states. Neither has set clear
commitments or expectations for clients to end

52 See World Resources Institute (WRI) (2025) Fires drove record-
breaking tropical forest loss in 2024.


https://gfr.wri.org/latest-analysis-deforestation-trends
https://gfr.wri.org/latest-analysis-deforestation-trends
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deforestation by 2030 (5.2.2), as is also the case for
35 of the 36 banks in the full sample.

Although none of the 36 banks we assess have coal
phase-out policies robust enough to score on the
relevant sub-indicators, Brazilian banks are among
a smaller subset of banks with more robust policies.
The level of ambition of banks’ coal policies varies
significantly across the whole sample. Most banks
tend to limit their commitments to either their
lending portfolio or to clients whose coal exposure
exceeds a defined threshold. These banks also

Recommendations

To improve dialogue between investors and banks,
it is important for EMDE banks to collaborate with
financial regulators to strengthen national climate
finance frameworks and improve their internal
capacity in terms of climate financing policies,
emissions tracking in high-emission sectors and
target-setting.

e Creating an enabling environment: by
engaging with regulators and supervisors,
banks can help to promote the creation of a
national climate finance framework by
integrating climate risk guidelines, disclosure

requirements and supervisory mandates.

include caveats, allowing exceptions to their
policies in some instances. Banco do Brasil and ltau
are among a smaller subset of eight banks that
have published commitments with no exceptions,
and that go beyond their lending activities. Both
these Brazilian banks cover proprietary
investments, with I[tau also incorporating
investment banking services. Nevertheless, as
neither of these banks’ policies apply to all on- and
off-balance sheet activities, they do not score on
related sub-indicators.

Increasing internal capabilities: to guide
investors’ decision-making, banks can
improve their internal climate risk
assessment capacity by establishing
dedicated climate governance structures,
integrating climate considerations into
financing policies and systematically
measuring greenhouse gas emissions in
high-emission sectors.

Promoting collaboration: if banks partner
with regulators and industry peers from
different regions, they can build capacity,
identify lessons learned and align financial
strategies with national climate goals.

23
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Appendix 1. NZBAF scores for
the 36 banks assessed in 2025
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Appendix 2. CP for Banks -
note on methodology

Our Carbon Performance (CP) for Banks
assessment is based on the Sectoral
Decarbonisation Approach (SDA), like the Paris-
aligned methodologies and benchmarks for real-
economy corporates developed by the TPI Centre.
We can calculate banks’ decarbonisation pathways
across sectors and business activities, provided that

banks disclose sector-specific decarbonisation
targets® along with the specific business activities
to which these targets pertain. By comparing
banks’ sectoral decarbonisation pathways with our
sectoral low-carbon benchmarks, we can determine
banks’ alignment in the short, medium and long
term (2030, 2035 and 2050, respectively).

Figure A1.1. Comparison of a bank’s sectoral pathway with the TPl Centre’s benchmarks

Carbon intensity
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We use the following benchmarks:

¢ National Pledges and International Pledges:
National Pledges is consistent with the
global aggregate of emissions reductions
related to policies introduced or under
development as of mid-2023. According to
the International Energy Agency, this
aggregate is currently insufficient to put
the world on a path to limit warming to
2°C, even if it will constitute a departure
from a ‘business-as-usual’ trend. This
scenario is applied to all sectors in the
NZBAF except for international shipping
and aviation, for which we use an
‘International Pledges’ scenario based on
emissions commitments made by the
International Maritime Organization and
the International Civil Aviation
Organization. Both existing nationally
determined contributions (NDCs) to the

33 This only includes absolute and physical intensity emissions reduction
targets and not economic intensity targets.
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Paris Agreement and international
commitments are insufficient to limit global
warming to 2°C or below, and if this does
not change, a global temperature increase
of 2.4°C by 2100 is projected with a
probability of 50%.

e Below 2°C: Consistent with the overall aim
of the Paris Agreement to limit global
average temperature rise, albeit at the
lower end of the range of ambition, this
scenario gives a 50% probability of holding
global temperature increase to 1.7°C.

e 1.5°C: This scenario is consistent with the
overall aim of the Paris Agreement to hold
“the increase in the global average
temperature to well Below 2°C above pre-
industrial levels and to pursue efforts to
limit the temperature increase to 1.5°C
above pre-industrial levels”. It gives a 50%
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probability of holding global temperature
increase to 1.4°C.

More so than most real-economy companies, banks
are multi-faceted businesses involved in many
sectors and business activities. To tackle this

complexity, our Carbon Performance Alignment
Matrix for banks summarises the alignment
assessments by: (i) the sectors the bank has set
targets for; (ii) the business activities and banking
activities that are covered by the targets; and (iii)
timeframes, i.e. short, medium and long term.

Figure A1.2. Carbon Performance Alignment Matrix (illustrative)
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1.
2.

Market-making for securities and client assets
Asset management, including for private banking and across all asset classes

We updated the matrix at the beginning of 2025 to
improve the coverage of banks’ material on- and
off-balance sheet business activities (e.g. on-
balance sheet investments and structured
products) and better align with existing market
standards such as the Partnership for Carbon
Accounting Financials (PCAF). The matrix now
covers 15 real-economy sectors, 13 business
activities and three timeframes. Targets defined in
terms of economic intensities or other economic
metrics, such as outstanding amounts, are not
included in the matrix.

Physical intensity metrics are directly linked to the
Carbon Performance of real-economy assets, such
as their specific technology mix, as opposed to
economic intensity metrics. The latter are based on
financial flows, which may be unrelated to real-
world carbon performance and more volatile
compared with physical intensity metrics.
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While targets are important to estimate banks’
sectoral pathways, it is not necessary to set a
unique target for each sector, business unit or
timeframe. A single target can apply to multiple
sectors (e.g. iron, steel and aluminium), business
activities (e.g. general purpose finance and
business lending and project finance together) or
timeframes (e.g. a long-term target also specifies a
bank’s medium-term pathway). Consequently, the
number of targets and alignment scores for a given
bank can differ.



Disclaimer

Data and information published in this report
and on the TPl Centre website are intended
principally for investor use but, before any such
use, you should read the TPI Centre’s website
terms and conditions to ensure you are
complying with some basic requirements which
are designed to safeguard the TPl Centre while
allowing sensible and open use of the
methodologies and of the data processed by the
TPI Centre. References in these terms and
conditions to ‘data’ or ‘information’ on the
website shall include the Carbon Performance
data, the Management Quality indicators or
scores, and all related information.

By accessing the data and information published
in this report and on the website, you
acknowledge that you understand and agree to
the website terms and conditions. In particular,
please read paragraphs 4 and 5 below which
detail certain data use restrictions.

The processed data and information provided by
the TPI Centre can be used by you in a variety of
ways — such as to inform your investment
research, your corporate engagement and
proxy-voting, to analyse your portfolios and
publish the outcomes to demonstrate to your
stakeholders your delivery of climate policy
objectives and to support the TPI Centre in its
initiative. However, you must make your own
decisions on how to use the TPl Centre’s data as
the TPI Centre cannot guarantee the accuracy of
any data made available, the data and
information on the website is not intended to
constitute or form the basis of any advice
(investment, professional or otherwise), and the
TPI Centre does not accept any liability for any
claim or loss arising from any use of, or reliance
on, the data or information. Furthermore, the
TPI Centre does not impose any obligations on
supporting organisations to use TPl Centre data
in any particular way. It is for individual
organisations to determine the most appropriate
ways in which the TPl Centre can be helpful to
their internal processes.

Subject to paragraph 3 above, the Management
Quality and the Carbon Performance indicators

that are part of the TPl online tool and available
publicly on the TPl Centre’s website are:

o Free, if they are used for internal and not
for commercial purposes, including for
research, as one of the inputs to inform
portfolio construction, for financial
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decision-making including cases of
lending and underwriting, for
engagement and client reporting, for use
in proprietary models as part of climate
transition analysis and active investment
management.

e Restricted, unless licensed, where the use
is for further commercial exploitation
through redistribution, derived data
creation, analytics, and index or fund
creation (inclusive of where the index is
used as the basis for the creation of a
financial product, or where TPl data are
a key constituent of a fund'’s
construction).

e For the terms of use of the sources
supporting the TPI Centre's
methodologies, please refer to the
individual sectoral Carbon Performance
methodology notes. To produce the TP
data, the Centre analysts may use CDP
data as a secondary input for verification
purposes, in addition to companies’
published sources.

Notwithstanding any other provision of these
terms and conditions, none of the data or
information on the website may be reproduced
or made available by you to any other person
except that you may reproduce an insubstantial
amount of the data or information on the
website for the uses permitted above.

The data and information on the website may
not be used in any way other than as permitted
above. If you would like to use any such data or
information in a manner that is not permitted
above, you will need the TPI Centre’s written
permission. In this regard, please email all
inquiries to
info@transitionpathwwayinitiative.org.


https://www.transitionpathwayinitiative.org/use-of-the-centre-s-data
mailto:info@transitionpathwwayinitiative.org
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TPl Centre research team

TPI Global Climate Transition Centre

London School of Economics and Political Science
Houghton Street

London WC2A 2AE, UK

T +44 (0)20 7107 5027
E tpi@lse.ac.uk

www.transitionpathwayinitiative.org
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