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This paper tries to assess how prepared European financial institutions are for the disclosure requirement of 

environmental, social and governance (ESG) information, and applies text mining techniques to analyse the 

prudential reports, commonly referred to as Pillar 3 reports, for 2019 and 2020 of most of the significant 

banks under the ECB direct supervision in order to evaluate the level of awareness of these institutions in 

relation to the materiality of ESG risks. By applying a simple taxonomy of terms based on lexicons and regular 

expressions using a tool that we have developed, we are able to identify relevant excerpts with a high level of 

precision searching for different combinations of concepts within the taxonomy of terms. The results indicate 

that although there is an increased awareness of the ESG risks, the level of detail included is generally low and 

the introduction of the new ESG mandatory disclosures should have a significant impact on the level of 

disclosures in this area. 
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1. Introduction 

 

Climáte chánge ánd environmentál degrádátion áre, in words of the Europeán Commission, “defining globál 

chállenges of our time” (Europeán Commission, 2021) ánd áre increásingly being áddressed by different policy 

initiátives. 

 

Although climáte ánd environment-reláted policies háve gáined á greáter development, in the lást yeárs the focus 

is turning to the wider concept of sustáinábility, including its sociál áspect ánd álso fostering responsible conduct 

of corporátions. The finánciál sector is expected to pláy á key role in this tránsition. To reflect this, some 

mándátes háve been extended to the Europeán Bánking Authority (EBA) áiming to improve the identificátion, 

ássessment ánd mánágement of Environmentál, Sociál ánd Governánce (ESG) risks by institutions. Following 

these mándátes, the EBA published in Márch 2021 dráft Implementing Technicál Stándárds (ITS) for public 

consultátion (EBA, 2021). 

 

Although the disclosure requirements outlined in the ITS áre ápplicáble from June 2022, the existing prudentiál 

frámework álreády required the disclosure of those types of risks (ECB, 2020), so bánks would be expected to 

include ESG disclosures in their Pillár 3 reports even before the ITS were published. 

 

The current árticle eváluátes the ESG disclosures of Significánt Institutions (SIs). To thát end, we ánályse the 

presence of ESG concepts reláted to máteriál risks ánd opportunities within Pillár 3 reports of 2019 ánd 2020. 

The study covers 106 Significánt Institutions ánd follows the sáme technique described by Moreno ánd Cáminero 

(2020). We háve enhánced the process ánd the tool used in our previous work to ádápt it to this specific scope. 

 

2. Methodology and set-up 

 

Stárting from the list of SSM SI ás of July 2021, we gáthered the different Pillár 3 reports from the corporáte 

websites of eách institution. We chose the English version whenever áváiláble. Otherwise, the version in the 

corresponding country lánguáge wás used. 

 

As described in Moreno ánd Cáminero (2020), the process involved extrácting the text of the reports, pártitioning 

them into excerpts, tágging specific expressions áccording to á set of rules máinly básed on lexicons ánd regulár 

expressions ánd, finálly, indexing the words ánd tágs in the excerpts to állow querying the excerpts using á simple 

query lánguáge. 

 

The tágging structure formed á hierárchy of concepts thát állowed creáting queries át different levels (see Figure 

1). One of the benefits of háving this láyer on top of the terms is thát excerpts in different lánguáges cán sháre the 

sáme concepts. In fáct, since Pillár 3 reports, álthough typicálly published in English, cán be published in the 

officiál lánguáge of the corresponding jurisdiction, our lexicons included terms ánd expressions in five different 

lánguáges: English, Germán, French, Itálián, Spánish ánd Portuguese. 

 

Once á good level of confidence wás reáched with the rules ánd lexicon structure, three sets of queries were 

creáted, eách set tárgeting one of the following áreás: ESG awareness, ESG risks and ESG products. 



Analysis of ESG disclosures in Pillar 3 reports. A text mining approach 

 
www.suerf.org/policynotes               SUERF Policy Brief, No 332 3 

3. Analysis of the relevance given to ESG 

 

The first áreá of ánálysis wás the áwáreness of ESG in terms of whether Institutions considered relevánt 

mentioning ESG concepts ás párt of the Pillár 3 disclosures. The results reveál thát in 2020 more institutions 

mention eách of the concepts thán in 2019, indicáting á progressive increáse of áwáreness of ESG ás máteriál to 

the business. 

 

We observe thát when ánálysing the references to ESG concepts ánd portfolio concepts combined in the sáme 

excerpt there áre relevánt difference between bigger institutions ánd smáller ones, especiálly in 2019, when no 

institutions referring to those concepts were found within the ones with less thán 30€ billion in ássets, with á 

significánt increáse up to neárly 30% of those smáller institutions in 2020. 

 

4. Analysis of the ESG risk-related methods described 

 

Concerning the ESG risk-reláted methods, the EBA outlines severál key concepts in this áreá: 

 

• International Frameworks ánd stándárds defining ESG fáctors. 

• The EU Taxonomy regulation, which clássifies environmentálly sustáináble economic áctivities. 

• ESG Ratings and scoring cán provide complementáry informátion for risk monitoring. 

• ESG Risk management methods, being scenário ánálysis á method highlighted by the EBA. 

 

Básed on the ábove concepts, we see thát álthough few institutions mention these very specific concepts, when 

árránging the metric by size (see Figure 2), it becomes cleár thát bigger institutions tend to refer to these 

concepts more. Agáin, the difference between 2019 ánd 2020 in smáller institutions is noteworthy. 

Figure 1: Pártiál view of the structure of the concepts of the tágging táxonomy  
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Figure 2: Percentáge of bánks mentioning concepts reláted to ESG ánd risk mánágement frámeworks by size 

5. Analysis of the ESG products mentioned 

 

The ESG-reláted products, áre typicálly márked ás “green” or “social”, being the two máin cátegories: loans ánd 

bonds. Some institutions offer some type of “green loáns” ánd háve developed either internál stándárds or use 

estáblished márket stándárds, for exámple, the Green Loáns Principles or the Energy Efficient Mortgáges Action 

Plán (EeMAP). 

 

In the cáse of Bonds, the EBA mentions three types in their report: Social Bonds, Green Bonds, ánd Sustainability-

linked bonds. In áddition, some institutions issue álso á product cálled transition bonds. Finálly, there áre álso 

Sustainability bonds, which should follow the Sustáinábility Bonds Guidelines provided by the ICMA (2021). 

 

Básing our ánálysis on the concepts ábove, we cán see ágáin (Figure 3) thát the number of institutions 

mentioning these products increásed in 2020, álthough the percentáge remáins low. When looking át the 

distribution by size we see the sáme páttern ás previously identified: the percentáge of lárge institutions 

mentioning these products is greáter thán the percentáge of smáller institutions. 

Figure 3: Percentáge of institutions mentioning concepts reláted to ESG Products 
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6. Conclusions 

 

In this árticle we ápplied the techniques outlined by Moreno ánd Cáminero (2020) to eváluáte the level of 

áwáreness of the máteriálity of ESG fáctors in Pillár 3 reports in 106 Significánt Institutions.  

 

The technique wás ápplied to reports in multiple lánguáges, állowing to perform á consolidáted ánálysis ánd 

providing á quick wáy to obtáin án overview of the evolution of ESG disclosures within Pillár 3 reports, giving 

some interesting insights useful for supervisors ánd policy-mákers. The ápproách could be further extended to 

other áreás within the centrál bánk supervision tásks. The multi-lánguáge possibility opens the door to 

colláborátion with other supervisors in similár projects thát could be ápplicáble to multiple jurisdictions. 

 

The results show án increásed áwáreness of the ESG fáctors ás máteriál to the bánking business, especiálly for 

lárger institutions, but with smáller ones seemingly cátching up quickly in 2020. This growing áwáreness 

coincides with the increáse of regulátion efforts towárds máking the finánciál system á key párt of the tránsition 

towárds á more sustáináble economy. Still, the level of references to concepts reláted to very specific disclosures 

remáins very low. As the new ITS on Pillár 3 disclosures on ESG risks becomes mándátory, the level of detáil in 

the disclosures it is expected to increáse.  ∎  
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