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Key messages 

• The German mandated Export Credit Agency (ECA) Euler Hermes was assessed with regards 

to its alignment with the Paris Agreement using the methodology developed by Perspectives 

Climate Research1 and was rated ‘unaligned‘ (assessment score 0.46/3.00).  

• The German ECA rated best in Indicator 5, reflecting the broader social and environmental 

responsibility engagements of the financial institution, and rated worst for its activities’ climate 

impact and emission reduction targets in Indicator 3. 

• Total support of fossil fuel projects was EUR 1.31 billion in 2019 (only considering single 

transaction covers). Most of the projects supported were related to oil & gas. Total support of 

low carbon/renewable energy projects was EUR 1.07 billion in 2019 (only considering single 

transaction covers). Most of the projects supported were related to wind power. 

• Euler Hermes exhibits the strongest exclusion and restriction policies for coal-related business. 

The ECA adheres to the Organisation for Economic Cooperation and Development (OECD) 

Arrangement guidelines and since mid-2020, direct supplies and services for the construction 

of new coal-fired power plants or the expansion of existing ones are no longer federally covered. 

With regards to oil-related value chains, new applications related to routine venting and flaring 

of associated gas during oil production are no longer federally covered. There is, however, no 

exclusion or restriction policy for natural gas and no mentioning of restrictions on coal- and gas-

related value chains.  

• A holistic, Paris aligned exclusion policy for all fossil fuels and their related value chains, a clear 

definition of and reporting on climate finance as well as enhanced transparency on the climate 

impact of all activities would bring Euler Hermes closer to becoming a Paris-aligned ECA.  

• It is possible that after the publication of the “Climate strategy of the Federal Government for 

Export Credit Guarantees” which is due in fall 2021, the assessment may change from 

‘unaligned‘ to ‘some progress‘, because Euler Hermes is already very close to being rated 

‘some progress’ and some indicators were evaluated as ‘unaligned‘ due lack of clarity on 

several issues, which the climate strategy may tackle. 

Indicator Weight Description Score 

1. Transparency 0.2 Financial and non-financial disclosures 0.25/3.00 

2. Mitigation I 0.4 Ambition of fossil fuel exclusion or restriction policies 0.67/3.00 

3. Mitigation II 0.2 Climate impact of and emission reduction targets for all activities 0.00/3.00 

4. Climate finance 0.1 Sustainable development contribution  0.40/3.00 

5. Engagement 0.1 Engagement 1.00/3.00 

Assessment outcome: Unaligned  0.46/3.00 

 

 

1 The methodology can be found here: https://www.perspectives.cc/publications/  

https://www.perspectives.cc/publications/
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1. Introduction 

To achieve the climate change mitigation and adaptation objectives of the Paris Agreement, massive 

reorientation of financial flows is required. However, despite commitments made under Article 2.1c of 

the Paris Agreement, many countries still provide significant financial support to fossil fuel investments 

abroad through their ECAs, locking in carbon-intensive infrastructures. There are several reasons why 

looking at ECAs is key when aiming to align financial flows with the objectives of the Paris Agreement. 

First of all, as public finance institutions, ECAs use state money to offer their products and therefore 

indirectly bear the political mandates and international commitments of their respective governments. 

Thus, screening ECAs for Paris alignment becomes important to assess a country´s credibility with 

regards to its commitment to the Paris Agreement. Secondly, ECAs are highly relevant in financial 

terms. DeAngelis and Tucker (2020) estimated that from 2016 to 2018, ECAs of G20 countries provided 

an annual average of US$ 40.1 billion to support fossil fuel projects, while clean energy was only 

supported with US$ 2.9 billion annually. Their importance can also be seen in the fact that ECAs operate 

as ‘lenders of last resort’ and are often decisive in whether a deal can be realised (e.g., by making it 

more bankable). Moreover, a recent study by Perspectives Climate Research (Shishlov et al. 2020) 

demonstrated that there are very few explicit requirements to phase out support to fossil fuel 

investments and align ECAs’ operations with the Paris Agreement. Finally, ECAs are under-researched 

public finance institutions with comparatively little media coverage and a worrying lack of publicly 

available information on their activities and climate impacts (ibid.).  

Box 1: Export Credit Agencies (ECAs) 

ECAs are either private entities that act on behalf of their government or government agencies themselves 

(OECD 2021a). Their raison d´être is the promotion of the trade and national export businesses competing for 

riskier markets abroad (Shishlov et al. 2020; OECD 2021a). ECAs provide, for example, guarantees to hedge 

against risks of an exporter or lender not being repaid, e.g., due to political instability, expropriation, or 

unexpected currency fluctuations. They can also act as direct lenders with short-, medium- or long-term loans 

and may provide earmarked project finance or even equity instruments. Similar to public development banks, 

ECAs have the power to crowd in private or other public finance, making them an important lever for redirecting 

financial flows away from carbon-intensive and into low-carbon investments.  

Recent developments show that some governments start making explicit climate commitments for their 

ECAs – notably in the EU, the UK, and the US. However, many countries’ ECAs still lack ambition in 

terms of speed, scale, and scope of the reforms – for example, many of them are not in line with the 

latest Net Zero scenario developed by the International Energy Agency (IEA) that calls for immediate 

end of new fossil fuel supply developments, including natural gas (IEA 2021). Moreover, no systematic 

benchmarks or studies exist to assess and guide ECAs towards Paris alignment. To help better 

understand these gaps and inform the ongoing reform processes, Perspectives Climate Research 

recently developed a dedicated methodology to assess the alignment of ECAs with the Paris 

Agreement. This methodology was road-tested on a pilot case study on Germany’s mandated ECA 

Euler Hermes and the results are presented in this policy brief.  
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2. Germany, climate protection and ECAs 

Germany has the largest national economy in Europe and the fourth largest by nominal GDP globally 

(World Bank 2021). In 2020, the European country maintained its position as the world’s third largest 

export country (only behind China and the USA) (Statista 2021) and accounted for 7.1% of global trade 

(Federal Ministry for Economic Affairs and Energy 2020a). Moreover, Germany is a key provider of 

international public finance through various channels, such as public development finance institutions 

(e.g., KfW, DEG), bilateral development cooperation (e.g., GIZ), multilateral development banks (e.g., 

WB, EIB) as well as through its export credit business (e.g., Euler Hermes, PwC). Germany has also 

been actively engaged in domestic and international climate policy since the late 1980s. It was one of 

the first countries to submit the long-term low GHG emission development strategy (LEDS) to the United 

Nations (UN), including the long-term goal of achieving GHG neutrality by 2050 as well as the mid-term 

target of 55% emissions reductions by 2030 compared to 1990 levels (Federal Ministry for the 

Environment, Nature Conservation and Nuclear Safety 2017).  

To achieve these targets, the government passed a Climate Protection Act in 2019, decided to phase 

out power generated from coal by 2038 at the latest (Federal Ministry for Economic Affairs and Energy 

2020b) and appointed an Advisory Council for Sustainable Finance aiming at transforming Germany 

into the leading hub for sustainable finance (Reitzenstein and Ostrower 2020), among other measures. 

As one of the G20 countries with significant international influence, Germany could be a frontrunner in 

transforming the export finance system by aligning its ECA’s activities with the objectives of the Paris 

Agreement. Nevertheless, a study by Trout et al. (2017) highlighted that Germany's public finance 

institutions including Euler Hermes contributed between 2014 and 2016 at least US$ 12.6 billion to 

fossil fuel expansion and production abroad, with the great bulk of the money helping to finance oil and 

gas developments. During the same time, these same institutions only contributed US$ 8.05 billion to 

clean energy projects. This contradiction between ambitious domestic climate action on the one hand 

and continued financing of investments in fossil fuel infrastructure abroad on the other, makes Germany 

an interesting case study. 

Box 2: Euler Hermes’s climate-related policies and commitments 

• Adherence to the OECD Arrangement on Officially Supported Export Credits (hard law in the EU): since 
2017 there are stricter rules on coal financing for export credits with a repayment term of two years or more 
(OECD 2020).   

• Environmental, social and human rights (ESHR) assessment of all transactions irrespective of the credit 
period and the contract value involved (this goes beyond the requirements of the OECD). The ESHR 
assessment is based on several international standards. For projects classified as Category A – i.e., 
projects that could have significant adverse ESHR impacts – due diligence requirements are higher (Federal 
Ministry for Economic Affairs and Energy 2018). 

• In 2020, special conditions for renewable energy projects came into force (“Special Renewable Energies 
Initiative”): exports in the renewable energy sector with foreign supplies can be covered with up to 70% 
federal cover, as opposed to the standard 49%. At the same time, future guarantees for direct deliveries 
and services for coal-fired power plants and certain oil projects were excluded (Federal Ministry for 
Economic Affairs and Energy 2020c). 

• Part of international coalition “Export Finance for Future” (E3F), which adheres to a set of principles and 
committed themselves above all to end the export financing for coal for power generation (including mining 
and transport), albeit without a concrete timeline (Ministry of Economy of France 2021). 
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3. Organisational structure for the export credits business in Germany 

Since 1949, Germany's Federal Export Credit Guarantees (Hermes Covers) have been a key tool for 

promoting exports. The Federal Government has entrusted the scheme's management to a consortium 

comprising of Euler Hermes (EH) Deutschland AG and PricewaterhouseCoopers AG 

Wirtschaftsprüfungsgesellschaft (PwC). These companies have been appointed and authorized to 

make and receive all declarations pertaining to export credit guarantees and investment guarantees on 

behalf of the Federal Government (Federal Ministry for Economic Affairs and Energy 2021a). Euler 

Hermes leads this consortium which explains why the German export credit guarantees are widely 

known as "Hermes Cover". On behalf of the Federal Government, Euler Hermes supervises the short-

term and medium/long-term export credit guarantees along with whole turnover and revolving policies 

(the latter is a Federal Government guarantee for the delivery of goods or services from a German 

exporter to numerous customers in different countries outside the OECD with a maximum credit period 

of 12 months) (Federal Ministry for Economic Affairs and Energy 2020d; OECD 2021a). These Hermes 

Covers can only be utilized where private industry does not offer appropriate or sufficient insurance 

cover, particularly in connection to risky markets, which is often referred to as ‘insurance/lending of last 

resort’. Consequently, the Federal Government concentrates on export credit guarantees for emerging 

economies and developing countries (Shishlov et al. 2020). 

Box 3: Overview of Euler Hermes’ operations for 2020 

• In 2020, exports totalling EUR 16.7 billion were secured for 168 countries with export credit guarantees, 

most destined for emerging economies and developing countries. 

• Russia, Turkey, USA, China and Brazil received the highest volume of guarantees. 

• Whole turnover and revolving policies make up most of new cover guarantees, totalling 46.3% in 2020. Of 

the remaining single transaction policies (53.7%), the short-term single transaction cover with a credit period 

of up to one year amounted to EUR 1.9 billion or 11.4 %. 

• Energy constitutes 12.8% of single transaction covers, while transport and infrastructure make up over 

42.8%. 

• Total support of fossil fuel projects: EUR 1.31 billion in 2019 (only considering single transaction covers). 

Most of the projects supported were related to oil and gas. 

• Total support of low-carbon projects: EUR 1.07 billion in 2019 (only considering single transaction covers 

and only renewable energy projects). Most of the projects supported were related to wind power. 

• In 2020, six projects with an order value of EUR 1.7 billion (classified as Category A) and 22 Category B 

projects (with an order value of EUR 1.3 billion) have been processed and accepted. 

Source: Federal Ministry for Economic Affairs and Energy 2021b 

With the provision of Hermes Cover, the risk of bad debt losses is, to a large extent, transferred from 

the exporter and/or the financing bank to the Federal Republic of Germany. Export credit guarantees 

are granted in accordance with national and international regulations and are subject to fulfilment of 

specific conditions. The two principal criteria for granting a guarantee are 1) a transaction’s eligibility for 

cover, and 2) whether it can be justified on the grounds of the risk involved. 
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1. Eligibility for cover. Goods and services that serve, among other things, to secure and create 

jobs in Germany and to open up new markets are considered eligible for promotion. 

Transactions by small and medium-sized enterprises (SMEs) are considered particularly worthy 

of promotion. 

2. Risk-related justifiability. A transaction with risk-related justifiability has a realistic prospect 

of the export transaction requesting cover proceeding without loss or damage, and therefore 

fulfils the criterion for a guarantee. 

For this risk assumption, the policyholders pay a premium commensurate with the estimated level of 

risk. As a general rule, Hermes Cover is available to all German export companies irrespective of 

the company’s size or line of business (Federal Ministry for Economic Affairs and Energy 2021b).  

The Interministerial Committee (IMC) for Export Credit Guarantees is the central decision-making 

body for the underwriting of export credit guarantees by the Federal Government. It also determines 

the cover policy for individual countries. The IMC decides by consensus on the cover policy and the 

acceptance of an application for export credit guarantees for export transactions. In addition to the 

Federal Ministry for Economic Affairs and Energy, which heads the committee, member agencies 

include the Federal Ministry of Finance (BMF), the Federal Foreign Office (AA) and the Federal Ministry 

for Economic Cooperation and Development (BMZ). 

Box 4: Relationship between Euler Hermes and KfW-IPEX 

Euler Hermes and KfW-IPEX are institutions that have related scopes of work but differ in their roles. Euler 

Hermes is the mandated export credit agency for the Federal Republic of Germany, while KfW-IPEX is an 

investment and development bank whose instruments are available for financing exports as well as investments 

and projects abroad.  However, Euler Hermes and KfW IPEX-Bank often work together, with IPEX providing 

financing and serving as an agent, preparing applications for Hermes Cover for eligible projects (KFW IPEX 

2021). KfW-IPEX can offer financing with or without the Hermes cover. The same applies to the AKA Bank and 

the DEG - Deutsche Investitions- und Entwicklungsgesellschaft (Federal Ministry for Economic Affairs and 

Energy 2021a). 

 

Source: KFW IPEX (2021) 
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The investment guarantees of the Federal Republic of Germany have been mandated to 

PricewaterhouseCoopers GmbH Wirtschaftsprüfungsgesellschaft. These investment guarantees 

protect eligible German direct investments abroad by protecting them against political risks 

(Investitionsgarantien 2021). However, the volume of investment guarantees covers is considerably 

smaller than those of export credit guarantees (investment guarantees covered in 2020 EUR 0.9 billion 

(2019: 3.3 billion) compared to EUR 16.7 billion (2019: 21 billion) in export credit guarantees), which is 

why this study focuses on the products of Euler Hermes (Investitionsgarantien 2019; 

Investitionsgarantien 2020). 

4. Assessment of Paris alignment of Euler Hermes  

The methodology to assess the alignment of ECAs with the Paris Agreement, developed by 

Perspectives Climate Research, conceptually and practically builds on existing work by various actors 

to evaluate the Paris alignment of other financial institutions. Most notably, it builds on the structure and 

rationale of the Public Development Banks’ Climate Tracker Matrix, run by the environmental think-tank 

E3G, which, in turn, is based on the six building blocks of the Paris Alignment Working Group (PAWG) 

by major multilateral development banks (MDBs). For each assessment indicator, a set of key questions 

is formulated (between three and five key questions) which serve as the basis for the assessment. For 

each question, benchmarks are defined which, in turn, serve as the basis to allocate one out of four 

labels of Paris alignment (‘Unaligned’, ‘Some progress’, ‘Paris aligned’ and ‘Transformational’) 

corresponding to scores 0-3. Scoring is carried out by evidence-based expert judgement.  

Euler Hermes received an overall assessment score of 0.46 out of 3.00 and therefore rated as 

‘unaligned’. Further details about the methodology and its application can be accessed in our research 

paper “Aligning Export Credit Agencies with the Paris Agreement”. In the following, the background of 

each indicator as well as the justification for the evaluation of Euler Hermes are presented.  

4.1. Indicator 1: ‘Financial and non-financial disclosure and transparency’ 

Indicator 1 is underpinned by four key questions regarding the transparency of financial and non-

financial disclosure of the ECA. Transparency of financial and non-financial disclosure is a crucial 

prerequisite to evaluate the Paris Alignment of ECAs, especially since these public finance institutions 

were found to be particularly lacking transparency in the past (Shishlov et al. 2020). Moreover, it is 

essential for holding governments accountable for supporting businesses abroad against their 

commitments under international treaties, such as the Paris Agreement.  Euler Hermes was rated as 

‘unaligned’ with an indicator sub-score of 0.25/3.00. Besides Q1.2 (targeting in how far the share of 

fossil fuel finance over total portfolio can be assessed), Euler Hermes was rated ‘unaligned’ in all 

remaining questions.  

Q Nr. Indicator 1 – key questions Rating 

1.1 To what extent can the GHG intensity of all activities supported by the ECA be 

assessed based on publicly available data? (Non-financial disclosure) 

Unaligned 
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Q Nr. Indicator 1 – key questions Rating 

1.2 In how far can the share of fossil fuel finance over total portfolio be assessed? 

(Financial disclosure) 

Some 

progress 

1.3 In how far can the share of climate finance over total portfolio be assessed? (Financial 

disclosure) 

Unaligned 

1.4 To what extent does the institution adhere to the Recommendations and Supporting 

Recommended Disclosures of the Task Force on Climate-related Disclosure (TCFD)? 

Unaligned  

Q1.1: To what extent can the GHG intensity of all activities supported by the ECA be assessed 

based on publicly available data? (Non-financial disclosure)  

According to the publicly available information, Euler Hermes does not have holistic GHG accounting 

on a portfolio level with which the GHG intensity of all activities supported by the ECA could be 

assessed. One can assess the GHG emissions of the Category A projects (Federal Ministry for 

Economic Affairs and Energy 2021c). However, these only cover a marginal fraction of the total portfolio 

and is mandatory as per the OECD “Common Approaches” (Federal Ministry for Economic Affairs and 

Energy 2018; OECD 2021b). However, this may change in the future; according to a press release in 

May 2020, there was a pilot phase until end of 2020 "to evaluate which international benchmarks are 

most suitable for assessing the climate impacts of federally covered transactions”. The results of the 

pilot phase are planned to be incorporated into the Climate strategy of the Federal Government for 

export credit guarantees, which is supposed to be released in autumn 2021 (Federal Ministry for 

Economic Affairs and Energy 2020e). If Euler Hermes were to operate a GHG accounting system, this 

would significantly increase its transparency and therefore its score in the Paris alignment assessment 

tool at hand. One frontrunner in this field is bpifrance, the export credit agency of France, which has 

recently released a first comprehensive GHG accounting (Scope 1-3 emissions) of six asset classes in 

its portfolio (civil engineering, naval construction, aeronautics constructions, energy and spatial) 

(Gondjian and Merle 2020), demonstrating that it is feasible to implement GHG accounting for ECAs. 

Q1.2: In how far can the share of fossil fuel finance over total portfolio be assessed? (Financial 

disclosure)  

Euler Hermes discloses the development of single transaction covers in the energy sector by energy 

source and region. Data is available for 2011 until 2019 (Federal Ministry for Economic Affairs and 

Energy 2020f). For this reason, the ECA was rated with ‘some progress’ for Q1.2, as opposed to the 

other questions constituting this indicator. It is important to note that the single transaction policies 

represent only about 70% (60% in 2020) of the newly covered exports in 2019 and no information is 

available on the share of energy sector-related covers for whole turnover and revolving policies. 

Moreover, Euler Hermes publishes some basic data (exporter’s name, buyer country, order value 

according to size categories, credit periods as well as the result of the assessment of environmental, 

social and human rights issue) of all projects having an order value of more than EUR 15 million, 

irrespective of their environmental relevance (Federal Ministry for Economic Affairs and Energy 2020g). 

Publication is subject to the consent of the exporter, and for some of the project information reviewed, 

only parts of the basic information outlined are provided. Furthermore, under German Law, information 

on all export transactions covered under Federal guarantees can be requested, but access to the 
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requested information can be restricted for certain reasons (Federal Ministry for Economic Affairs and 

Energy 2020h). For a transition from ‘some progress’ to ‘Paris-aligned’, Euler Hermes ought to publish 

fossil fuel financing volumes for the entire portfolio in full at the project level, as well as outline a 

definition of fossil fuel finance. 

Q1.3: In how far can the share of climate finance over total portfolio be assessed? (Financial 

disclosure)  

Regarding the reporting on climate finance (Q1.3), Euler Hermes was rated as ‘unaligned’, because it 

does not present a clear definition of climate finance. The institution reports on the renewable energy 

sector by source and by region and mentions in the Annual Report on Export Finance 2020 “other 

businesses which serve climate projection” but does not elaborate further on it (Federal Ministry for 

Economic Affairs and Energy 2021b). A clear definition on, as Euler Hermes calls it, “climate-friendly 

exports” and reporting beyond renewable related exports would be desirable.  

Q1.4: To what extent does the institution adhere to the Recommendations and Supporting 

Recommended Disclosures of the Task Force on Climate-related Disclosure (TCFD)?  

No evidence or plans were found showing that Euler Hermes adheres to or plans to adhere to the Task 

Force on Climate-related Financial Disclosures (TCFD), which is why Q1.4 was rated as ‘unaligned’. 

That ECAs can adopt these recommendations is shown by the Swedish export finance institutions SEK 

and EKN, which committed to report according to TCFD as of 2022 at the latest (EKN 2020). 

4.2. Indicator 2: ‘Ambition of fossil fuel exclusion or restriction policies’ 

Indicator 2 is underpinned by three key questions regarding the ECA´s (or its government´s) ambition 

of fossil fuel exclusions and/or restriction policies in the export credit business. As found in a previous 

study by Perspectives Climate Research (Shishlov et al. 2020), very few countries make explicit 

commitments and put in place policies that may affect the portfolios of their ECAs with regards to their 

support for fossil fuels. While, for example, most MDBs have committed to fossil fuel phase out, most 

of the reviewed ECAs only make broad statements and commitments related to social and 

environmental sustainability – mostly through their corporate social responsibility strategies and reports.  

Euler Hermes was rated as ‘some progress’ with an indicator sub-score of 0.67/3.00. Besides 

Q2.3 targeting the ECAs ambition regarding exclusions or restrictions for support of natural gas and its 

related value chain (‘unaligned’), Euler Hermes qualified for ‘some progress’ in all remaining questions.  

Q Nr. Indicator 2 – key questions Rating 

2.1 Coal: How ambitious is the ECA regarding exclusions or restrictions for support of coal 

and related value chain?  

Some 

progress 

2.2 Oil: How ambitious is the ECA regarding exclusions or restrictions for support of oil 

and related value chain?  

Some 

progress 

2.3 Natural gas: How ambitious is the ECA regarding exclusions or restrictions for support 

of gas and related value chain?  

Unaligned
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Q2.1: How ambitious is the ECA regarding exclusions or restrictions for support of coal and 

related value chain?  

Euler Hermes has exclusion and restriction policies for coal-related business. The institution adheres 

to OECD Coal-Fired Electricity Generation Sector Understanding (CFSU) rules which prohibits OECD 

ECAs from supporting coal plants unless they use ultra-supercritical technology or are smaller plants in 

the poorest countries (less than 300 MW for subcritical and less than 500 MW for supercritical). In 

addition, the IMC for Export Credit Guarantees has decided that from May 2020 onwards, direct 

supplies and services for the construction of new coal-fired power plants or the expansion of existing 

ones will no longer be covered under federal cover. However, no further information or explanation for 

their choice of restriction scope was provided and coal mining and coal related value chains are not 

mentioned. Moreover, Germany is part of the international coalition “Export Finance for Future” (E3F), 

which adheres to a set of principles and committed themselves above all to end the export financing for 

coal for power generation (including mining and transport) (Ministry of Economy of France 2021). The 

critical point here is that the E3F principles do not indicate when the coalition will stop funding fossil 

fuels (ModernGhana 2021). Euler Hermes therefore scores ‘some progress’. 

Q2.2: How ambitious is the ECA regarding exclusions or restrictions for support of oil and 

related value chain?  

There are no similar Sector Understandings for oil (nor gas) projects from the OECD. However, the IMC 

for Export Credit Guarantees in May 2020 also decided that new applications related to routine venting 

and flaring of associated gas during oil production will no longer be covered under federal cover from 

May 2020 onwards. However, no further information or explanation for their choice of restriction scope 

was provided and the oil-related value chain is not mentioned. Euler Hermes therefore scores ‘some 

progress’. 

Q2.3: How ambitious is the ECA regarding exclusions or restrictions for support of gas and 

related value chain?  

No information was found on existing or planned restriction or exclusion of natural gas, hence receiving 

a rating of ‘unaligned’.  

The adoption of ambitious fossil fuel exclusion policies can signal strong leadership of governments 

that ratified the Paris Agreement and lead - in coordination with like-minded governments - to renewed 

joint policy commitments, e.g., in the OECD Arrangement, which so far only foresees a lenient goal of 

restricting coal-fired electricity generation to most efficient technologies. A frontrunner in this field is the 

UK, which announced an end to all public finance for all fossil fuel projects overseas, including export 

finance, in December 2020.  Also, the US issued Executive Orders focused on ending US public finance 

for fossil fuels, including finance provided by US EXIM Bank in January 2021. These are significant 

shifts in policy and political sentiment and create potential for accelerating global climate action (E3G 

and Oil Change International 2021). 
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4.3. Indicator 3: ‘Climate impact of and emission reduction targets for all activities’ 

Indicator 3 is underpinned by three key questions regarding the climate impact and emission reduction 

targets for all ECA activities. To achieve the objectives of the Paris Agreement, not only rapid fossil fuel 

phase out is required, but other sectors also need to drastically reduce absolute emission levels (IEA 

2021). Thus, the GHG intensity of all sectors supported by export finance institutions should be included 

in the Paris alignment assessment of an ECA.  

Euler Hermes was rated as ‘unaligned’ with an indicator sub-score of 0.00/3.00. Euler Hermes 

qualified for ‘unaligned’ in all key questions constituting this indicator. The lack of publicly available 

information is the main reason for this result. As highlighted for Indicator 1, transparency is a crucial 

prerequisite to evaluate the Paris alignment of ECAs. Climate-related disclosure is necessary to answer 

the questions comprising this indicator.  

Q Nr. Indicator 3 – key questions Rating 

3.1 Can a declining trend in GHG intensity of the total portfolio be observed? (tCO2e/US$, 

Scope 1-3 emissions)  

Unaligned 

3.2 How significant is the fossil fuel financing relative to total energy-related portfolio? 

(average of the last three years of available data, where available) 

Unaligned 

3.3 To what extent do all emission-relevant sectors have targeted GHG reduction targets 

and in how far are GHG reduction targets in line with benchmarks of acceptable 1.5°C 

pathways? 

Unaligned

  

Q3.1: Can a declining trend in GHG intensity of the total portfolio be observed? (tCO2e/US$, 

scope 1-3 emissions)  

As Euler Hermes does not operate a GHG accounting system, the trend in GHG intensity cannot be 

determined. It was therefore rated as ‘unaligned’. 

Q3.2: How significant is the fossil fuel financing relative to total energy-related portfolio? 

(average of the last three years of available data, where available) 

Due to Euler Hermes’ reporting on energy-related financing by energy source, it was possible to assess 

the fossil fuel financing relative to total energy-related portfolio (Q3.2) which amounted on average to 

42.3% from 2017 until 2019 but without a visible declining trend (2017: 44.8%, 2018: 28.2%, 2019: 

54.1%) which resulted in the ‘unaligned’ rating. 

Q3.3: To what extent do all emission-relevant sectors have targeted GHG reduction targets and 

in how far are GHG reduction targets in line with benchmarks of acceptable 1.5°C pathways?  

Sectoral GHG emission reduction targets could not be identified. It was therefore rated as ‘unaligned’. 

It is important to note at this point is that apart from the ECA of France, no ECA reports its GHG 

emissions with the level of detail necessary to provide a comprehensive and comparable assessment 

of this indicator. Yet, as awareness grows, pioneering ECAs may start disclosing relevant non-financial 
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information, so the above stated benchmarks can be seen as guidance towards best practices in the 

future. 

4.4. Indicator 4: Climate finance: ‘Sustainable development contribution’ 

Indicator 4 is underpinned by five key questions regarding an ECA’s contribution to climate finance and 

sustainable development. Rapidly ramping up and improving climate finance is crucial to achieve the 

objectives of the Paris Agreement and contribute to a green and just post-COVID recovery. The export 

finance system can play an important role; the independent expert group on climate finance finds that 

the benefits of shifting ECA finance away from fossil fuels and towards clean energy could be "very 

substantial" (Averchenkova et al. 2020). 

Euler Hermes was rated as ‘unaligned’ with an indicator sub-score of 0.40/3.00. The first two 

questions regarding climate finance had to be judged as ‘unaligned’ due to the lack of data, while for 

Q4.3 Euler Hermes’s share of clean energy financing was lower than the benchmark ‘some progress’. 

Progress can be seen in Q4.4 and 4.5. 

Q Nr. Indicator 4 – key questions Rating 

4.1 What is the reported share of climate finance over total portfolio? Unaligned 

4.2 How can the quality/appropriateness of climate finance earmarks be assessed?  Unaligned 

4.3 What is the share of clean energy financing over total energy-related financing?  Unaligned

  

4.4 To what extent does the pricing structure take into account climate impacts of 

activities?  

Some 

progress 

4.5 In how far does the institution ensure positive sustainable development contributions 

of its activities?  

Some 

progress 

Q4.1: What is the reported share of climate finance over total portfolio?  

Euler Hermes does not offer a clear definition of climate finance. The institution uses the terminology 

of “climate-friendly exports” without defining the term and providing no insights beyond renewable 

energy financing. Due to the lack of clarity, Q4.1 had to be judged as ‘unaligned’.  

Q4.2: How can the quality/appropriateness of climate finance earmarks be assessed? 

As described for Q4.1, there is no definition for climate finance and consequently also no earmarking 

in this ECA, which is why Q4.2 also had to be assessed as ‘unaligned’. 

Q4.3: What is the share of clean energy financing over total energy-related financing? (average 

of the last three years of available data, where available) 

Similar to the energy-related fossil fuel financing relative to total energy-related financing (Q3.2), the 

clean energy financing could be assessed through Euler Hermes’s energy sector reporting. It amounted 

to 55.5% from 2017 until 2019 but without a visible upwards trend (2017: 50.6%, 2018: 71.2%, 2019: 
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44.4%). Euler Hermes does not meet the benchmark for 'some progress', which is a three-year average 

of 70% and increasing. Consequently, the question was rated as ‘unaligned’. It should be noted that 

due to the incentive system implemented in 2020 for renewable energy projects ("Sonderinitiative 

Erneuerbare Energien"), the share of renewables in the energy portfolio could easily exceed the 

benchmark value in the next few years. 

Q4.4: To what extent does the pricing structure take into account climate impacts of activities? 

When looking at Q4.4, Euler Hermes was rated as ‘some progress’. The reason is that Euler Hermes 

has an incentive system developed for renewable energy projects and highlights that they promote 

exports of climate-friendly technologies by listing the OECD Climate Change Mitigation and Adaptation 

and Water Projects Sector Understanding (CCSU) as a guiding principle for granting export guarantees 

(i.e., extended credit periods of up to 18 years for projects on renewable energy, climate protection and 

climate change adaptation). The former contains an adjustment to the Extended 49-plus rule and allows 

covers available under the Federal Government export credit insurance scheme for transactions in the 

field of renewable energies to include up to 70% foreign-sourced goods or services. Furthermore, the 

Special Renewable Energies Initiative provides for greater flexibility in financing local costs. Moreover, 

the German government’s pilot phase for the evaluation of climate impacts of export credits, which took 

place in the second half of 2020, examined different international benchmarks, such as the Sustainable 

Finance Taxonomy developed the European Commission to assess the climate impacts of federally 

covered transactions (Federal Ministry for Economic Affairs and Energy 2021d). For applications for 

Hermes cover, technical criteria from the Taxonomy Regulation are to be used as "best-in-class 

benchmarks" (Federal Ministry for Economic Affairs and Energy 2021e). In return, the German 

government intends to offer improved cover conditions in the climate strategy yet to be determined if 

companies prove that the criteria from the taxonomy are met. Fulfilment of technical criteria (best-in-

class) from the taxonomy can thus mean an advantage and more attractive conditions in export 

financing for affected companies (Engelbach 2020). How this approach will be executed and how much 

of the total portfolio will be covered in an EU taxonomy-compatible way remains uncertain. 

Q4.5: In how far does the institution ensure sustainable development contributions from its 

activities? 

‘Some progress’ was chosen for Q4.5 as the German ECA goes beyond the requirements of the 

Common Approaches (all transactions where a credit period of more than two years has been agreed 

and the contract value amounts to at least EUR 15 million) by subjecting every transaction that could 

have serious environmental, social and human rights risks to a risk assessment irrespective of the credit 

period and the contract value involved. Moreover, as of 2014 Euler Hermes no longer provides export 

credit guarantees for supplies and services for nuclear facilities abroad. This exclusion of cover applies 

to both new and existing plants (Federal Ministry for Economic Affairs and Energy 2014).  

Front runner ECAs in this domain are the Swedish, Dutch, and British export finance institutions, which 

support a transformation of the export finance system towards much stronger contribution to the low 

carbon and climate resilient transition, e.g., through assuming larger financial risk in climate-related 

projects, risk premium incentive structures for sustainable projects or green bonds. 
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4.5. Indicator 5: ‘Engagement’ 

Indicator 5, underpinned by three key questions, captures the broader social and environmental 

responsibility of government-backed financial institutions. The Paris Agreement emphasizes the 

"intrinsic relationship that climate change actions, responses and impacts have with equitable access 

to sustainable development and eradication of poverty" (UN 2015). Looking at broader developmental 

impacts of activities supported by ECAs thus enables us to take into account the overarching objectives 

of the Paris Agreement, rather than solely its temperature targets. The indicator also provides room for 

pro-activism/engagement of ECAs and their governments to positively contribute to the overall low 

carbon and climate resilient transition in the context of sustainable development. Euler Hermes was 

rated as having ‘some progress’ with an indicator sub-score of 1.0.   

Q Nr. Indicator 5 – key questions Rating 

5.1 To what extent does the institution itself or its government actively engage in relevant 

trade fora (e.g., OECD Arrangement, the Berne Union or the World Economic Forum) 

to liaise with like-minded for ambitious climate policies in the export finance system? 

Some 

progress 

5.2 To what extent does the institution itself or its government actively engage in reform 

processes of competition laws (national/ supranational) that hamper export product 

financing discrimination on the grounds of climate or sustainability impact? 

Some 

progress 

5.3 To what extent does the institution or its government actively engage with national 

companies to incentivize low GHG exports with no risk of carbon lock-in?  

Some 

progress 

Q5.1: To what extent does the institution itself or its government actively engage in relevant 

trade fora (e.g., OECD Arrangement, the Berne Union or the World Economic Forum) to liaise 

with like-minded for ambitious climate policies in the export finance system? 

Euler Hermes was assessed with ‘some progress’ regarding its engagement for ambition climate 

policies in the export finance system. As part of the G7 (next to Canada, France, Italy, Japan, the UK, 

and the US), Germany agreed in the latest G7 declaration of May 2021 to “phase   out   new   direct   

government   support   for international   carbon-intensive   fossil   fuel   energy   as   soon   as   possible, 

with   limited exceptions consistent with an ambitious climate neutrality pathway, the Paris Agreement, 

1.5°C goal and best available science”. In more detail, the declaration emphasises that the G7 “commit 

now to an end to new direct government support for unabated international thermal coal power 

generation by the end of 2021, including through Official Development Assistance, export finance, 

investment, and financial and trade promotion support” (Council of the EU and the European Council 

2021). Euler Hermes is also part of the Berne Union Management Committee 2020/22 as an institutional 

member and no evidence of exerting peer pressure against climate-related policy reform was found. 

Q5.2: To what extent does the institution itself or its government actively engage in reform 

processes of competition laws (national/ supranational) that hamper export product financing 

discrimination on the grounds of climate or sustainability impact? 

Germany is part of the Export Finance for Future (E3F) coalition. The E3F coalition aims to accelerate 

the phasing out of carbon-intensive projects and significantly increase the financial support to exporters’ 
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projects compatible with Paris Climate Agreement. The seven signing countries call upon all other 

countries to join the coalition and align export financing with climate objectives. While the participation 

in a coalition for fossil fuel phase out is commendable, critics of the coalition stress that “rather than 

adding new commitments, the E3F principles are simply a reiteration of what most signatories are 

already doing: not supporting the coal sector, increasing support for ‘green products’, and being more 

transparent about their support for oil and gas.” They emphasise that only an end to all export finance 

for fossil fuels would make a real difference (Both ENDS 2021). 

Q5.3: To what extent does the institution or its government actively engage with national 

companies to incentivize low GHG exports with no risk of carbon lock-in? 

The Special Renewable Energies Initiative can be considered a first step to actively engage with 

national companies to incentivize low GHG exports.  

At this point, it is important to mention that Indicator 5 is one of the less important components of this 

Paris alignment assessment methodology (weight: 0.1). Euler Hermes’s relatively good rating in this 

category may indicate the ‘distracting from the obvious’ which can also be observed in other financial 

institutions (Rainforest Action Network et al. 2021). Indeed, higher engagement does not necessarily 

lead to the reduction of support for fossil fuel projects and a broader shifting of the ECAs` portfolios 

away from fossil fuels and towards low-carbon projects. 

5. Conclusions 

This study applied a new and innovative Paris Alignment assessment methodology for ECAs to the 

German ECA Euler Hermes. This important public finance institution was found to be ‘unaligned’ with 

the objectives of the Paris Agreement, which starkly contrasts with the international climate 

commitments of Germany under the UNFCCC, as well as with its domestic climate policies. The 

German ECA rated best in Indicator 5, reflecting on the broader social and environmental responsibility 

engagements of the financial institution, and rated worst for its activities’ climate impact and emission 

reduction targets in Indicator 3. While some progress with regards to the institution’s orientation towards 

Paris Alignment can be documented (e.g., regarding its ambition of fossil fuel exclusion or restriction 

policies), the overall picture depicts the lack of ambitious action for substantial change of export 

business operations. It becomes especially apparent when one compares Euler Hermes to its peer 

institutions, of which some act as real frontrunners in specific areas: France for engaging in GHG 

accounting, Sweden for its commitment to the TCFD or the UK with their strict exclusion of all fossil fuel 

export financing. Actions that could easily change the assessment from ‘unaligned’ to ‘some progress’ 

could be a clear definition and earmarking of climate finance, adherence to the TCFD and an expansion 

of the exclusion policies to include natural gas as well as the value chains of all fossil fuels.  
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6. Recommendations 

Based on the analysis presented in this policy brief, we recommend the German government and Euler 

Hermes to:  

1. Set out an ambitious climate strategy for the federal Hermes covers based on latest 

scientific findings and best practices in the export finance system. The climate strategy 

should put an emphasis on: 

a. Ending export finance for all fossil fuels and their value chains and bringing ECA 

policies and portfolios in alignment with their respective governments’ domestic and 

international climate change commitments. 

b. Taking a leadership role for climate-friendly export promotion through the targeted 

incentive system for climate-friendly activities that can be identified, for example, 

through the EU Taxonomy on Sustainable Finance. 

2. Increase the ECA transparency, notably making publicly available the information related 

to their support to carbon-intensive activities and associated GHG emissions of their 

portfolios. Climate-related disclosures in line with the TCFD recommendations must also 

be made mandatory for ECAs. 

3. Speed up the process of aligning the ECAs with the Paris Agreement. For example, use 

international platforms to rally OECD member states and advocate for more holistic and 

ambitious reforms (e.g., expansion of CFSU to all coal-related projects and to the oil and 

gas sectors) as well as closing loopholes within the OECD Arrangement.  

At the moment, more than ever before, there is a political momentum that Germany should not miss. 

Public awareness and media attention are increasingly focusing on the activities of ECAs and 

questioning their position in the low carbon and climate resilient transition. This policy brief acts as a 

wake-up call for decision-makers in the field of export credit business and should shed light on the 

dichotomy that exists between the country’s domestic climate policies and commitments under the Paris 

Agreement, on the one hand, and its ECA activities, on the other. 

Beyond these recommendations, we suggest expanding this study to all G20 ECAs to illuminate the 

gap in alignment of ECAs with the Paris Agreement and identify potential for improvement. Once 

applied, the results of the assessments can serve as a foundation for discussions to reform the export 

finance system – both on the international level, e.g., through the OECD, and on the level of national 

ECA policies – and fully align it with the objectives of the Paris Agreement. 
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