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BACKGROUND NOTE ON MARKET STANDARDS 
FOR GREEN BONDS  

What is a green bond? 

A green bond is any type of bond instrument where an amount equivalent 

to the proceeds will be exclusively applied to finance or re-finance, in part 

or in full, new and/or existing eligible green projects/expenditures.  

What is the EU Taxonomy? 

The EU Taxonomy intends to create a common classification of what can 

be defined as environmentally sustainable economic activities based on 

detailed and comprehensive criteria. So far, a common language for sus-

tainable economic activities has not existed. The EU Taxonomy defines six 

climate and environmental objectives: 

• Climate change mitigation 

• Climate change adaptation 

• The sustainable use and protection of water and marine resources 

• The transition to a circular economy 

• Pollution prevention and control 

• The protection and restoration of biodiversity and ecosystems 

For an economic activity to be considered sustainable, it must meet a num-

ber of requirements: 

• The activity must make a significant contribution to at least one of 

the six objectives, which requires compliance with the applicable 

technical screening criteria (TSC) in the EU Taxonomy.  



 

• The activity cannot cause significant harm to any of the other five 

objectives. The EU Taxonomy defines so-called do no significant 

harm (DNSH) criteria that economic activities must comply with.  

• The activity must meet minimum standards for human rights and 

labour rights (OECD Guidelines for Multinational Enterprises and UN 

Guiding Principles on Business and Human Rights). 

The EU Taxonomy is implemented through delegated acts, and the first 

delegated act setting out criteria for the climate change mitigation and 

adaptation objectives was adopted in June 2021. The green expenditures 

under Denmark’s Green Bond Framework contributes to the objective of 

climate change mitigation and has been evaluated and selected on the ba-

sis of the criteria in the first delegated act1. A delegated act for the remain-

ing four environmental objectives is yet to be published.  

What are the Green Bond Principles? 

The Green Bond Principles from the International Capital Market Association 

(ICMA) are voluntary process guidelines for issuers of green bonds. The 

GBPs are globally recognised and widely used by issuers of green bonds. 

They are intended to provide issuers with guidance on the key components 

involved in launching a credible green bond to aid investors by promoting 

the availability of information necessary to evaluate the environmental im-

pact of their green bond investments. The GBPs emphasise that the infor-

mation provided by the issuer about the green bond has the necessary 

transparency, accuracy and integrity.  

The principles build on four main elements: 

1. The use of proceeds from the issuance of the green bond 

2. The process of evaluation and selection of green projects 

3. The management of proceeds from the issuance of the green 

bond 

4. Reporting on the allocation of the proceeds and the expected en-

vironmental impact 

The Kingdom of Denmark’s Green Bond Framework has been prepared in 

accordance with the guidelines in the Green Bond Principles (2021)2.  

                                                   
1
 https://eur-lex.europa.eu/resource.html?uri=cellar:e77212e8-df07-11eb-895a-

01aa75ed71a1.0001.02/DOC_2&format=PDF. 

 
2
 https://www.icmagroup.org/assets/documents/Sustainable-finance/2021-updates/Green-Bond-Principles-June-

2021-140621.pdf. 



 

What is the EU Green Bond Standard and how does it differ from existing 

market standards? 

The European Commission has proposed a regulation to establish a “Eu-

ropean Green Bond Standard”. The EU Green Bond Standard is intended 

to be a voluntary “gold standard” for green bonds, which aims to contrib-

ute to increasing confidence among investors and reduce the risk of green-

washing. The standard builds on existing market practices, but goes fur-

ther in terms of sustainability and investor protection.  

The main difference between the EU standard and other existing market 

standards is that the EU standard requires green expenditures/projects to 

comply with the definitions and criteria in the EU Taxonomy. Issuers who 

wish to use the designation “European Green Bond” must comply with all 

the requirements in the regulation.  

The standard is built around four key requirements: 

1. Taxonomy alignment: Economic activities must comply with the re-

quirements in the EU Taxonomy in order to be eligible to be fi-

nanced by green bonds.  

2. Transparency: The issuer must report on the use of proceeds and 

on the environmental impact. 

3. External review: Independent external reviewers must verify that 

the bond is aligned with the EU Green Bond Standard, including 

the EU Taxonomy.  

4. Supervision: A system will be established for registration and su-

pervision of the external reviewers to add an extra layer of secu-

rity and to ensure confidence in the assessments of the external 

reviewers.  

The final version of the EU Green Bond Standard has not been published 

yet, but the Danish central government wishes to be at the forefront of 

market developments and has therefore sought to be aligned with the pro-

posal for an EU Green Bond Standard from 6 July 20213, including the re-

porting and external verification requirements.  

 

                                                   
3
 https://eur-lex.europa.eu/resource.html?uri=cellar:e77212e8-df07-11eb-895a-

01aa75ed71a1.0001.02/DOC_1&format=PDF. 


