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ESG CRITERIA, MAIN IMPLICATIONS AND PERSPECTIVES FOR 

REAL ESTATE OPERATORS 

by Michael Panfili 

 

 

Environmental, Social & Governance (ESG) and sustainable investments are among the recent priorities of the real estate 

industry. Sustainability brings with it a change that will also significantly impact the real estate industry, given that a 

quarter of emissions within the EU come from the building sector. 

 

1. Transparency obligations in the real estate sector under the SFDR Regulation 

With regard to the transparency obligations of the SFDR Regulation  real estate operators will have to disclose - and already 

have to partially - on their website their strategy including sustainability risks in their investment decisions and financial 

advisory to third parties. For example, if their real estate portfolio includes buildings with low energy efficiency or 

buildings used for the extraction, storage or transport of fossil fuels. 

The above applies only in the event that the real estate fund or asset management company in question has not opted out  

in view of the size, nature and breadth of its activities and the type of financial products currently managed. 

It should be noted that at present, as a precautionary measure, the practice of real estate funds and asset management 

companies tends to be to adhere to the opt-out principle, on the one hand because they generally comply with the size 

limits set for this purpose (having fewer than 500 employees), and on the other because some technical delegated acts have 

not yet been issued and therefore they feel that they cannot consider the negative effects of their investment decisions on 

sustainability factors at present. 
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They will therefore be required to provide a clear and reasoned statement in their periodic reports on the financial products 

they manage as to why they do not take into account the negative effects of investment decisions on these sustainability 

factors. 

 

2. Sustainability in real estate according to Taxonomy 

Whether a real estate economic activity is sustainable within the meaning of the Taxonomy Regulation  has already been 

defined by delegated acts for the two environmental objectives of climate change mitigation and climate change 

adaptation.  

Further delegated acts on the remaining environmental targets will have to be issued in the coming months as the 

Taxonomy Regulation becomes fully applicable from 1 January 2023. 

The real estate sector was then divided into four areas of economic activity (in the following, using climate change 

mitigation as an example): 

i. construction of new buildings: primary energy requirements at least 10 per cent below the threshold for low-

energy buildings; 

ii. renovation of existing buildings: energy savings of 30 per cent or in line with the Energy Performance of Buildings 

Directive  ; 

iii. individual measures: investments in building insulation, installation of wind turbines, photovoltaic systems, 

charging stations for electric vehicles, etc; 

iv. acquisition and ownership: the acquired building has low energy consumption. 

Real estate operators should check the sustainability of their properties and, if necessary, plan adjustments where possible 

in the coming years.  

Particularly in the building sector, sustainability goals and criteria can be achieved - and are being achieved - through state 

subsidies or tax breaks  , such as for renovation, energy and earthquake retrofitting, which will be reflected in an increase 

in property value. 

In practice for real estate funds, compliance with ESG requirements over the next three years will mean that: 

1. as far as environmental aspects are concerned, energy efficiency and decarbonisation should be pursued, i.e.: 

i. the reduction of emissions and consumption of the portfolio under management; 

ii. the reduction of emissions and consumption resulting from the construction process of new buildings; 

iii. the application of sustainability certifications in portfolio properties (such as LEED, GRESB and WELL); 

iv. the review and approval of business plans with the precise allocation of funds for the decarbonisation 

of portfolio properties; 

v. the collection of environmental sustainability data (such as drinking and non-drinking water 

consumption and municipal waste generated) of properties under direct management or leased to third 

parties; 

2. Social issues are understood to be the improvement of the quality of urban life: 

i. the reduction of consumption and emissions by discussing with the tenants of the buildings to identify 

potential interventions to reduce environmental impacts; 
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ii. social impact in urban regeneration, accompanied by social innovation initiatives, understood as the 

development of new products, services, collaborative models that meet community needs and create 

positive relationships; 

3. for transparency and governance issues envisaged: 

i. the introduction of so-called data governance and data automation, in other words, the integration of 

data management into an ESG reporting framework in order to go beyond a traditional 'regulatory 

compliance' approach, identifying in advance areas that may produce risks, even when a company is 

fully compliant on paper with current legislation. 

Finally, according to a survey of leading Italian pension funds, known to be among the most active investors in real estate, 

was published this month by Deepki  , in which 94 per cent of respondents expect commercial real estate with good ESG 

performance to provide better returns or 'green value' over the next five years. 

Conversely, for 52 per cent the 'brown discount' will have a negative impact of 31-40 per cent on assets, while 27 per cent 

expect this impact to be 21-30 per cent, with a strong devaluation of poorly performing real estate. 

 

3. Anti-money laundering embodied in ESG principles 

It should also be noted that the Bank of Italy has also recently set out, through the Head of the Real Estate and Procurement 

Department Luigi Donato, its considerations on the relationship between anti-money laundering and ESG criteria in the 

real estate sector. 

In addition to real estate agents, several other professionals are involved in real estate trading activities; this complexity 

ends up hindering effective controls especially in the case of investments from outside the European Union or involving 

politically exposed persons. 

Among the provisions aimed at containing and prosecuting money laundering in real estate transactions is the Bank of 

Italy's provision of 24 August 2010 on the obligations to report suspicious transactions to the Financial Intelligence Unit 

(FIU). These obligations are addressed, among others, to a wide range of entities operating - directly or indirectly - in the 

real estate sector, such as banks, Italian postal services, payment institutions, investment firms, asset management 

companies, SICAVs, insurance companies, trust companies and, of course, also to their advisors such as lawyers, 

accountants, notaries and real estate agents. 

Thus, in general, the obligation to report applies to transactions with which one comes into contact if they are 

disproportionate, illogically configured, or inconsistent with the characteristics of the subject. 

With explicit reference to real estate transactions, the Ministerial Decree published by the Ministry of Justice on 16 April 

2010 set out in a special annex a list of suspicious transactions, namely: 

 (repeated) use of contracts in favour of a third party and contracts for persons to be named or trusts; 

 request to purchase or sell real estate in cash; 

 refusal to (or unwillingness to) provide precise indications as to the manner of payment of the consideration for 

a real estate purchase or sale; 

 purchase or sale of a property at a price far above its market value; 

 purchase of real estate without adequate information; 
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 purchase and subsequent sale within a narrow time span, and vice versa, especially if the second transaction is 

made for very different amounts than the initial transaction; 

 the purchaser operates in countries with an anti-money laundering regime that is not equivalent to that of the 

countries of the European Community and requests or engages in the following transactions, without providing 

reasonable grounds related to the business pursued, the group to which it belongs or particular conditions 

adequately documented: 

a. constitution or transfer, in those countries, of rights in rem over immovable property; 

b. contributions for the incorporation or capital increase - especially if made for large amounts - of companies 

having their registered office in those countries; 

c. use, as partners, of companies established under trust arrangements in the aforementioned countries; 

d. transfer of interests or rights in units or shares, or other financial instruments 

e. giving the right to acquire such participations or rights, if a foreign entity is interposed for the apparent 

purpose of concealment; 

f. receipt and/or transfer of funds. 

In conclusion, according to Dr Luigi Donato's report, the time seems propitious to start widespread awareness-raising and 

training in the real estate sector with regard to the implementation of anti-money laundering precautions and discipline; 

the new impetus arising from the affirmation of the principle of sustainable governance seems to be exploited to make a 

qualitative leap forward in terms of adherence to high ethical and legal standards, also recovering, among other things, a 

now traditional discipline, such as anti-money laundering, under the new ESG umbrella. 

 

4. The valuation of real estate securing credit exposures 

It should also be noted that on 5 April 2022, updated guidelines for the valuation of real estate as collateral for credit 

exposures were issued by the ABI and the major professional associations active in the real estate sector, such as 

Tecnoborsa, the professional orders and colleges of architects, agronomists, agro-technicians, surveyors, engineers, 

agricultural experts, and industrial experts, to name but a few. 

This update was appropriate because the EBA LOM  , transposed in July 2021 through the 36th update of Bank of Italy 

Circular No. 285 of 17 December 2013, expressly provides for the assessment of risks related to ESG factors for the purposes 

of granting and monitoring loans.  

The rationale is that a property that better responds to risks related to ESG factors on the basis of better qualitative 

characteristics attracts more potential buyers and tenants and potentially a larger pool of investors interested in buying it, 

and will therefore preserve its value more in the long term than assets that perform less well with respect to ESG factors. 

It follows, therefore, that the professional as valuer, if instructed by the bank, will be able to comment on: 

• the ability of the real estate to maintain a constant cash flow over time; 

• the risks related to ESG factors that could impact the property in relation to its market segment. 
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This document is intended to provide general information on the subject matter and is not to be regarded as legal advice or a 

comprehensive examination of every aspect of its subject matter.  
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