Moving at the right pace of the climate transition
- a shared responsibility

Achieving a CO,-neutral economy is a major task and a shared
responsibility across society, and both public and private actors
have a critical role to play. Success depends on coordinated
action, a willingness to take and share risk and, crucially, a
stable and credible policy environment.

For businesses, this means reducing emissions from their
operations or developing technologies that support the
transition. For policymakers, this means creating the right
business conditions through clear regulation, targeted
incentives and effective use of subsidies and taxation. This
requires substantial investment, and the European Commission
estimates that annual investment in the EU energy transition
requires EUR 660-695 billion towards 2040.*

In addition to climate policy targets, the climate transition is
also driven by energy security concerns. Accordingly, the tran-
sition has in recent years become increasingly connected to the
objectives of eliminating reliance on imported fossil fuels and
protecting the economy from market volatility, e.g. in the form
of increased energy prices triggered by geopolitical events.

A stable policy environment drives the transition

For individual businesses, aligning business models with net-zero
ambitions is complex. Success depends on several external fac-
tors beyond the control of the businesses themselves, including
infrastructure, technology, access to raw materials, regulation,
consumer demand and financing. Success also depends on how
and when these factors develop together. These conditions are
shaped by both public and private action, often in combination.

Danske Bank

Public policy is central in shaping the operating environment
for businesses. Direction is set through policy tools such as
taxation, subsidies and regulatory standards, which create
incentives and influence demand.

In the Nordic countries, a stable and ambitious policy framework
at both EU and national level has played a key role in the climate
transition. National climate targets range from 55% to 70%
reductions in greenhouse gas emissions by 2030, compared with
the EU-wide target of 55%. This has provided predictability and
clear incentives, thereby enabling Nordic businesses to plan and
invest in the transition.

At a broader level, these policy frameworks have contributed

to renewable energy becoming the main source of electricity
consumption, and the electric vehicle market has surged, with
battery electric vehicles now accounting for around 52% of new
registrations in the Nordic countries, against an EU average of
15%.2 The development has been supported by policy measures
such as tax incentives and support for charging infrastructure,
strengthening demand.

At EU level, the transition is supported by ambitious emission
reduction targets and a range of regulatory frameworks. In addi-
tion to supporting the climate transition, they are an important
factor in EU businesses’ competitiveness as the clean energy
transition is a driver of growth. A central element of policy is the
EU Emissions Trading System (ETS), which puts a price on carbon.

1 EU Commission: Clean Energy Investment Strategy
2 European Energy Agency: Newly registered electric cars


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52026DC0116
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:52026DC0116
https://www.eea.europa.eu/en/analysis/indicators/new-registrations-of-electric-vehicles/newly-registered-electric-cars

The predictability and transparency provided through the
ETS have enabled businesses to make long-term investment
decisions and commit to decarbonisation.

As an example, automotive manufacturers will have based
their production on expectations of stronger demand for
electric vehicles across the EU. This is partly linked to the
extension of EU emissions pricing to transport, which will
increase the cost of fossil fuel-powered transport and
improve the relative competitiveness of electric vehicles.

Similarly, other industrial businesses aiming to electrify their
processes are affected by regulation that shapes the competi-
tiveness of low-carbon versus high-carbon products. The EU’s
Carbon Border Adjustment Mechanism plays a role in this by
putting a carbon price on carbon-intensive imports. This helps
create a more level playing field for EU businesses and strength-
ens demand for low-carbon products such as low-carbon steel.

Because of the capital-intensive nature of the energy transition,
the stability of such frameworks is essential. Many businesses
have already made significant investments based on assump-
tions about the direction of policy. Sudden changes that alter
these assumptions - whether triggered by competitiveness
concerns or to provide short-term relief for some businesses -
can lead to additional costs for individual businesses as well

as the wider economy, if the changes undermine trust in the
long-term policy direction and erode the predictability that is
essential for making investment decisions.

For the climate transition to succeed, and for the businesses
driving the climate transition to succeed, it is imperative to have
a stable and credible policy framework. Having such a framework
provides confidence in the direction of policy and enables busi-
nesses and banks to commit capital and assume risk.

Banks as an enabler of the transition

At Danske Bank, we recognise that the climate transition takes
place in the real economy, and we can best support the climate
transition by providing the capital needed for investment and by
engaging with customers on their transition plans.

As a lender, this means assessing customers on the basis of risk
and financial viability, so that the financing we provide supports
commercially viable businesses and activities. Doing so requires
us to have a thorough understanding of our customers and the
environment in which they operate, including economic condi-
tions, regulatory developments and sector-specific dynamics,
and it also requires a long-term perspective.

Transforming business models to alignh with net-zero
ambitions takes time, often many years, particularly across
entire industries and value chains. We take these longer time
horizons into account.

For large customers in high-emitting sectors, we include a
transition risk assessment as part of a broader ESG risk
assessment in the credit process.

We recognise that decarbonisation is particularly challenging in
some sectors, and that each business will follow a different path.
To address this, we have developed an approach?® that enables
us to continue financing such businesses - including those

with critical roles in enabling value chains - provided they have
initiated a transition and can demonstrate progress towards a
credible transition plan. This includes setting emission reduc-
tion targets aligned with net-zero pathways, developing capital
expenditure plans and articulating a strategy to deliver on those
targets. As part of this effort, we aim to provide DKK 100 billion
in financing by 2028.
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3 Danske Bank’s Approach to Financing the Climate Transition


https://danskebank.com/-/media/danske-bank-com/file-cloud/2025/5/approach-to-financing-the-climate-transition.pdf?rev=c19bedce791c425d98636323b31bcad4
https://danskebank.com/-/media/danske-bank-com/file-cloud/2025/5/approach-to-financing-the-climate-transition.pdf?rev=c19bedce791c425d98636323b31bcad4

Disclaimer

This publication has been prepared by Danske Bank A/S
(“Danske Bank”) and is provided for informational purposes
only. It does not constitute or form part of, and shall under

no circumstances be considered as, (i) an offer to arrange or
finance transactions of any kind, or (ii] an offer to purchase or
sell or a solicitation of an offer to purchase or sell any relevant
financial instruments.

This publication is an overview of the trends in the market and
is not intended to be and does not constitute or form part of
any advice. This publication has been prepared independently
and solely on the basis of publicly available information which
Danske Bank considers to be reliable. Whilst reasonable care
has been taken to ensure that its contents are not untrue or
misleading, no representation is made as to its accuracy or
completeness, and Danske Bank, its affiliates and subsidiaries
accept no liability whatsoever for any direct or consequential
loss, including without limitation any loss of profits, arising
from reliance on this publication.
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risks and uncertainties that could cause actual outcomes

to differ materially.
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to the rules and regulation of the relevant regulators in all
other jurisdictions where it conducts business. Danske Bank
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Bank upon request.
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is protected by copyright and is intended solely for the
designated addressee. It may not be reproduced or distributed,
in whole or in part, by any recipient for any purpose without
Danske Bank’s prior written consent.



