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An Overview

On October 30, 2019, trusted experts in both the public and private sectors came to the C.D. Howe 
Institute to discuss sustainable finance, with a focus on what it means for the future of finance, regulations 
and competitiveness. The speakers addressed four primary questions:

1) What is sustainable finance, and how could it impact Canada’s financial services sector?
2) How does Canada compare internationally?
3) What are the challenges related to sustainable finance and climate related risk disclosure in Canada?

4) What does Canada need to do to embrace sustainable finance?

The speakers, participants, and their lively discussions all contributed to an illuminating day from which a 
series of common themes and key issues emerged. 

First, there was widespread agreement that sustainable finance is the future of finance around the world. 
Canada must embrace this global trend to maintain its competitiveness and ensure long-term sustainable 
economic growth. The participants agreed that climate change is irreversible, and we must integrate the 
risk of climate change and its impacts into the decision-making process and normal functions of finance 
and channel funds into sustainable activities and adaptation. 

Second, Canada is lagging behind global leaders in the area, such as Europe, and perhaps surprisingly, 
China. Canada could significantly enhance its competitiveness if it recognizes its opportunity in 
the transition bonds1 market space and acts upon the Expert Panel on Sustainable Finance (EPSF) 
recommendations. Public and private players must work together and create a vision to shift the system in 
the right direction.

Third, Canada faces challenges with its regional differences and its large energy sector. We must balance 
the global perspective with the Canadian context and create an actionable plan that takes into account 
these transitional challenges.

1 Transition bonds are a new class of bonds, the proceeds of which are used to fund a firm’s transition towards a reduced 
environmental impact or to reduce their carbon emissions. See https://smith.queensu.ca/centres/isf/pdfs/ISF-PrimerSeries-
20190919-TransitionBonds.pdf.
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R apporteur’s Summ ary 

The conference was composed of four major 
sessions. The proceedings began with participants 
discussing sustainable finance, what it is, what’s 
driving it, and how it can impact Canada’s financial 
services sector and economic growth. The second 
session then looked at sustainable finance in 
the world and how Canada compares. The third 
session saw participants discuss the challenges to 
implementing sustainable finance standards and 
the role of government in improving the disclosure 
of climate-related risk. The final session of the 
day investigated the way forward on sustainable 
finance and the role of regulation. The keynote 
session summarized the report of the Expert 
Panel on Sustainable Finance and the main 
recommendations coming out of it.

Session I – What is 
Sustainable Finance, and 
How could it Impact 
Canada’s Financial 
Services Sector?

The first session of the conference began with the 
question: what is sustainable finance?  Panelists 
argued that sustainable finance is the natural 
evolution and modernization of finance. Finance 
is considered the allocator of capital and enabler 
of the economy to turn savings into investments. 
Sustainable finance performs the same functions 
in a more up-to-date fashion, integrating climate-
related risks into the decision-making process. 

Panelists discussed Canada’s position as a 
carbon-emission intense economy, one that is 
highly exposed to climate-related risks. However, 
with the appropriate incentives, Canada can 
get ahead of the problem, and turn it into an 
opportunity.  Although market forces may adapt 
on their own to this small tweak in how we think 

about finance, regulation and policy must provide a 
push, given the size of the system, and the need to 
move more quickly than we have. 

The panelists then introduced the Environmental, 
Social, and Governance (ESG) criteria, which 
are a set of standards for sustainable activities and 
investments. The panelists described ESG as the 
evolution of what we traditionally know as corporate 
social responsibility and its overlap with social 
investments that impact critical issues in a material 
way. As company value increasingly depends on 
intangible value, which includes ESG, demand for 
ESG investments has increased. Whereas ESG used 
to mean sacrificing value, the reverse is now true. 
Indeed, a lack of disclosure regarding ESG issues, 
for example, is more harmful to company value than 
being upfront on where risks lie.

The panelists agreed that climate change is 
irreversible, and we need to build adaptation 
measures into the system. While it is important to 
invest in transition as the world moves to reduce 
its dependence on carbon, panelists argued that 
we must also invest in adaptation in order to limit 
knock-on effects to the rest of the economy, such 
as impacts on the housing sector from floods and 
other climate-related risks. Canada is moving in 
the right direction towards adaptation, but not 
fast enough. We need to use the tools available 
to us – data, disclosure, fiduciary responsibility, 
regulatory oversight and financial instruments – to 
build smarter infrastructure that anticipates climate 
change, funds clean technology, and creates a 
cleaner and more efficient economy. 

The panelists also highlighted the perceived 
short-term risk to Canada’s competitiveness due 
to its economic integration with the United States 
and the differences in approach to sustainable 
finance activities. However, as the world collectively 
moves in that direction, Canada’s long-term 
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competitiveness will benefit from staying ahead of 
the trend.

Session II – Sustainable 
Finance in Canada and 
Around the World – How 
Do We Compare?

Panelists in the second session of the conference 
provided the global picture. Europe, the clear 
leader in the sustainable finance space, put in place 
an action plan with a rigorous taxonomy of green 
assets and activities. Although its momentum seems 
to have slowed, the panelists reasoned it is due to 
its head start. The United States trails Europe in 
terms of volume, but surpasses it in momentum. 
China and Japan are also making strides towards 
sustainable finance, allocating equity towards green 
bonds and incentivizing investments in them.  
Canada has some catching up to do, and given the 
importance of its energy sector, transition bonds are 
a clear opportunity for it to align with international 
efforts. The panelists argued for made in Canada 
solutions rather than isolating ourselves by creating 
solutions that are made for Canada. We need to 
address our regional needs in an actionable and 
cooperative matter.

The panelists highlighted regulations, societal 
changes, technological development, and physical 
factors as the key drivers of sustainable finance 
around the world. The panelists reiterated that 
sustainable finance is a trend that will persist, 
and it is now a signal to investors of operational 
excellence. Investors are looking to maximize 
return and reduce risk through the combination 
of traditional investing and sustainability, without 
having to choose one or the other. Panelists 
discussed data showing that companies with 
sustainable methods and better ESG metrics are 
outperforming laggards in the transition to a low-
carbon world.

The panelists reckoned this sustainable finance 
and ESG trend would benefit Canada’s long-term 

competitiveness tremendously if Canada exploits 
this opportunity. Currently, however, there are not 
enough products for investors to invest in; a diverse 
and robust suite of widely accepted products still 
does not exist today. Canada could significantly 
enhance its competitiveness if it recognizes its 
opportunity in the transition bonds market space 
and acts upon the expert panel recommendations. 

Keynote Session and 
Luncheon – Canada’s 
Expert Panel on 
Sustainable Finance (EPSF)

This session provided an overview of the report 
of the EPSF and the overarching goal of sound 
environmental stewardship intersecting with 
market access. The reward is sustained competitive 
advantage. Canadian companies are increasingly 
realizing this as customers and investors demand 
knowledge about the environmental footprint of the 
products they buy and invest in. It is no longer the 
environment or the economy; it is the environment 
and the economy. 

Canada is perhaps more exposed than other 
countries in the transition to a low-carbon economy 
given the contribution of the natural resources 
industry to our economy. As a result, we suffer 
from unique transition challenges, which is why the 
EPSF did not borrow much from other countries’ 
task forces, instead producing a report that is 
relevant to Canada and provides an actionable plan 
with the goal of channeling capital to build a better, 
low-carbon economy.

The recommendations of the EPSF report 
revolve around three pillars: opportunity, 
foundations for market scaling, and financial 
products and markets for sustainable growth. 
Disclosure and fiduciary duty were underlined as 
some of the most important concerns. 

The report also recognized the need to deal with 
the challenge of transition for the energy sector, 
and shed light on the way forward. It is essential for 
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Canada’s success in this space to reconcile goals for 
its energy sector with those for the overall economy 
and pursue a vision of being the world’s cleanest 
energy provider in all forms. We need to utilize 
returns from sustainable investments to double 
down on innovation in the oil and gas industry 
to reduce GHGs, and enhance incentives around 
transition bonds. The industry has a role to play, 
and needs to commit to enhanced disclosure. There 
has been progress from the private sector in the last 
year, where large financial institutions are coming 
together to create a taxonomy for disclosure that 
is relevant to Canada and its regional differences.  
Lastly, Canada needs to move forward with 
building pipelines, creating certainty for investors, 
and rebranding to highlight our relatively cleaner 
emissions in order to get oil and gas to other 
jurisdictions. 

Session III – What are 
the Challenges Related 
to Sustainable Finance 
and Clim ate-Related Risk 
Disclosure in Canada?

The session began with a discussion of Canada’s 
financial services sector and its high exposure to 
climate-related risk and damage. The panelists 
highlighted the substantial increase in insurance 
claims due to climate-related risks, and the 
significant physical damage Canada is estimated to 
face over the next 10 years. The panelists pointed to 
room for improvement in the disclosure of climate-
related risk, specifically when it comes to transition 
and physical risks. Panelists discussed the evolving 
role of the financial services sector with respect 
to climate change, noting it did not becoming a 
major part of the discussion until 2015. However, 
its evolution has moved at a rapid pace since then, 
in particular as a result of Mark Carney and his 
leadership of the Financial Stability Board (FSB).

The panelists also offered some examples of 
global efforts to address climate exposure, such 

as the Principles for Sustainable Insurance – a 
global framework for the insurance industry in 
collaboration with the UN to address ESG risks 
and opportunities – and the United Nations 
Environment Programme Finance Initiative – a 
pilot project to ensure strategies and portfolios are 
in line with the recommendations of the FSB Task 
Force on Climate-related Financial Disclosures. 

Panelists highlighted some of the challenges 
around disclosure, including the maturity of climate 
methodologies, uncertainty of climate scenarios, 
and availability of client data. Panelists, however, 
were optimistic, highlighting big strides in recent 
years and the emerging new approaches that 
integrate climate risks into strategy. As panelists 
looked ahead, a major key will be improved 
consistency. Without consistent standards across 
companies and jurisdictions, comparisons are 
impossible. The panelists emphasized the need for 
a common taxonomy with Canada’s jurisdictional 
differences in mind, which would benefit firms and 
create more industry collaborations. 

On the question of whether regulators 
should embed sustainability into our regulatory 
framework, the panelists agreed there remain 
gaps to be addressed. The Canadian Securities 
Administrators recognized the impact of disclosure 
on capital markets. The Alberta and Ontario 
Securities Commissions worked together to create 
a regulatory framework for Canadian companies 
and held a broad consultation with the industry. The 
panelists agreed that the critical role of regulators is 
to have conversations on best practices, and ensure 
they are applied broadly. 

Session IV – What does 
Canada Need to do to 
Embr ace Sustainable 
Finance?

The final session of the conference began with a 
global overview of other financial centres and their 
activities with respect to sustainable finance. The 
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panelists agreed that global momentum has been 
accelerating. Financial centers are active on this 
front all over the world, with some well advanced in 
planning and execution and others just starting off. 
The private sector has played a significant role in 
driving this trend. Quality and availability of data, 
inadequate policy and regulatory frameworks, and 
lack of green products are some of the challenges to 
such initiatives. As had repeatedly been highlighted 
through the day, we need to create Canada’s 
taxonomy to drive capital towards sustainable 
activities and create more green products.

The panelists noted the wide-spread awareness 
of the importance of accounting for climate-
related risk among Canadian companies, driven 
by increased investor demand for responsible 
investing, increased evidence that ESG factors 
are material – where higher ESG ratings indicate 
better outcomes, lower cost of capital, higher 
profitability, and better risk management – and 
product innovation. Panelists argued for further 

harnessing of this increased focus, achieved through 
more research from, and cooperation among, all 
market participants, including ESG consistent 
and comparable data, more and better disclosure 
by, and for, the financial community, and clear and 
standardized reporting frameworks.

The session ended with a discussion on the role 
of government in supporting Canada’s transition 
to sustainable finance while keeping its regional 
differences in mind. We need smart regulation, a 
stable policy platform, certainty on carbon price, 
and consensus. The government has started to 
provide better information and risk analysis. The 
Bank of Canada is to begin including climate 
risk in its Financial System Review and other 
research. The government can also provide clearer 
financial regulatory oversight, such as more clarity 
on how climate risk and energy transformation 
will be assessed. Lastly, there is a role for Crown 
corporations in filling market gaps and sharing risks 
alongside the private sector.
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A Reputation for Independent, Nonpartisan Research
The C.D. Howe Institute’s reputation for independent, reasoned and relevant public policy research of the 
highest quality is its chief asset, and underpins the credibility and effectiveness of its work. Independence and 
nonpartisanship are core Institute values that inform its approach to research, guide the actions of its professional 
staff and limit the types of financial contributions that the Institute will accept.

For our full Independence and Nonpartisanship Policy go to www.cdhowe.org.

Recent C.D. Howe Institute Publications

November 2019 Bordo, Michael D., and Pierre L. Siklos. The Bank of Canada and Financial Stability: A New  
 Mandate? C.D. Howe Institute Commentary 557.
November 2019 Trossman, Jeffrey, and Jeffrey Shafer. “The Big Shakeup: Making Sense of the OECD Digital  
 Tax Proposals.” C.D. Howe Institute E-Brief.
October 2019 Herman, Lawrence L. “Keeping Score: Investor-State Dispute Awards between the US and  
 Canada.” C.D. Howe Institute E-Brief.
October 2019 De Laurentiis, Joanne. Ripe for Reform: Modernizing the Regulation of Financial Advice. C.D.  
 Howe Institute Commentary 556.
October 2019 Omran, Farah, and Jeremy Kronick. Productivity and the Financial Services Sector – How to Achieve  
 New Heights. C.D. Howe Institute Commentary 555.
October 2019 Bishop, Grant. Decision Time: The Alberta Shadow Budget 2019. C.D. Howe Institute  
 Commentary 554.
October 2019 Bauslaugh, Randy. “A Tale of Two Pension Plans: My Experience with a Contingent Pension  
 Plan and the Lessons Learned.” C.D. Howe Institute Verbatim.
September 2019 Gros, Barry, and Barbara Sanders. The Quest for Sustainability in Contingent Pension Plans. 
 C.D. Howe Institute Commentary 553.
September 2019 Usher, Alex. “Funding for Results in Higher Education.” C.D. Howe Institute E-Brief.
September 2019 Mahboubi, Parisa. Bad Fits: The Causes, Extent and Costs of Job Skills Mismatch in Canada.  
 C.D. Howe Institute Commentary 552.
September 2019 Blomqvist, Åke, and Rosalie Wyonch. Health Teams and Primary Care Reform in Ontario: Staying  
 the Course. C.D. Howe Institute Commentary 551.
August 2019 Robson, William B.P. Thin Capitalization: Weak Business Investment Undermines Canadian  
 Workers. C.D. Howe Institute Commentary 550.
August 2019 Laurin, Alexandre. “The Paycheck Blues: Why Extra Work is often Not Worth the Effort for  
 Lower-income Families.” C.D. Howe Institute E-Brief.



Essential Policy Intelligence

www. cdhowe.org
67 Yonge Street, Suite 300 Toronto, Ontario M5E 1J8


