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Greenwashing in financial services

KPMG ESG Voices podcast

Host intro:

Hello and welcome to another episode of ESG voices. This 
podcast series addresses the opportunities and challenges 
within ESG through interviews with ESG specialists from KPMG 
and beyond. Throughout this series, we will discuss a broad 
range of environmental, social and governance issues aiming to 
support governments, businesses and communities in creating 
an equitable and prosperous future.

Greenwashing may not be making headlines like it used 
to, but it remains a significant risk, particularly for financial 
services. Today we're joined by three KPMG legal leaders who 
will unpack the latest trends surrounding greenwashing and 
explain why it continues to be a pressing concern for financial 
institutions. We'll also cover practical steps to help your 
organization steer clear of greenwashing pitfalls and explore 
how technologies like AI and data analytics are changing 
the game. 

Our guests are Pilar Galan, Partner KPMG in Spain and Global 
Head of ESG Legal; Matthijs Bolkenstein, Partner, Banking and 
Finance, in the KPMG legal team at Meijburgin the Netherlands; 
and Walter Jacob, Senior Counsel, Banking and Finance, KPMG 
Law in Belgium. 

Pilar, Matthijs, and Walter — thanks for joining us today.

Let's dive in. Pilar, perhaps you can start by reminding us: what 
is greenwashing?

Pilar:

Greenwashing refers to claims about environmental or 
sustainability performance that are misleading or that are 
exaggerations or unsubstantiated. These claims can relate to 
products, services, investment strategies, corporate policies, or 
even long-term commitments like net zero targets.

But two things that are important: One is that greenwashing 
does not require bad faith or intent, so companies that believe 
their claims to be accurate, if they cannot substantiate them, 
they could be accused of greenwashing.

And second, very important, greenwashing risk goes beyond 
marketing slogans. Regulators are increasingly focusing on 
aspirational statements that lack credible transition plans or 
inconsistent disclosures across reports, websites, investor 
communications. Soin short, greenwashing today is more 
about credibility, being precise and being able to prove what 
you are claiming.

Host:

Thanks, Pilar. Are there shared rules for greenwashing in 
different jurisdictions or regions? How are you seeing this play 
out around the world?

Pilar: 

The approach in the different jurisdictions is different from a 
legal point of view. 

The European Union has forced companies and financial 
institutions to operate within predefined sustainability 
frameworks. On the other hand, we have for example the 
UK, where the approach is more conduct based and with a 
supervisory approach. That means that they are focusing on 
how firms communicate sustainability characteristics or the 
sustainable claims in order to have flexibility for the regulator 
to intervene quickly. 

In the US, greenwashing is not regulated as a standalone 
concept. The enforcement is exposed and case driven so that 
the risk profile is shaped not so much with rules, but more with 
litigation exposure and enforcement discretion. 

And then to give another example, we have Asia Pacific region, 
where regulators are positioning greenwashing as a credibility 
and competitiveness issue. So the emphasis is on having clear 
labeling standards, about avoiding reputational damage to the 
national markets. So globally what we are seeing is that there 
is not uniform rules, but there is convergence on expectations 
that claims must be specific, claims must be provable, and 
claims must reflect the reality.

Host:

Interesting. And how does this change compliance around 
greenwashing for organizations?

Pilar:

It matters a lot, specifically for multinational firms, because the 
strictest standard increasingly is setting the global baseline for 
them so that no matter where the claim is made, they need 
to take into account the different jurisdictions where they 
have operations.
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Matthijs:

If I may add on that, we're now talking about regulations, but 
obviously one of the main risks is reputational risk, especially 
for multinationals. What we see in the Netherlands is, 
reputational risk always is linked to the media. Greenwashing 
is not that sexy anymore, so the newspapers are not on top of 
it. But that's just for the Netherlands. So what we hear from 
clients is, yeah, well, greenwashing, it's less important now or 
the enforcement will not be that strict. I think we still see an 
increase of enforcement, but the media is not picking it up. 

So I think that's an important element as well that if you look at 
reputational risk, that's also different all around the globe. Soin 
other countries it might be more in the news than here, but the 
risk is there.

Host:

Thanks, Matthijs. All three of you are lawyers who specialize 
in the financial sector. Why do you think financial services 
organizations are especially at risk? Let's come back to you on 
this, Matthijs. Then perhaps we can hear from Walter and Pilar.

Matthijs:

I think the main risk especially in the financial sector is that it 
can have an effect from two sides. So it's internal effect but 
also external effect.

And I think there's a lack of awareness of how the 
greenwashing can impact financial institutions, because it's on 
the one hand their own regulations that apply so they can act 
in non-compliance with certain regulations by marketing their 
funds as green funds that at the end turn out not to be that 
green. But there's also a risk that for instance for banks that are 
providing sustainable finance to companies that on paper are 
very sustainable but in practice turn out not to be sustainable 
cannot only affect the ability to repay loans by such borrowers, 
but it might also have an impact on, for instance, capital 
requirements —which then can have an impact on the ability to 
grant other loans for banks. SoI think an important element is 
training and awareness.

Walter:

I would also add to that, that Matthijs already referred to it, the 
fact that banks and financial institutions, they offer financial 
products which they then label and market as sustainable. In 
doing that, financial institutions are increasingly dependent 
and relying on data that comes from underlying companies, 
meaning the company, the investee companies, the companies 
in which funds are, financial products are investing.

There is a really a tension point there that of course financial 
institutions need to make sure that the quality of that 
sustainability information is up to standards, is sufficient, 
because if that is not the case, that can of course lead to 
mislabeling of these or misqualification of these financial 
products, which ultimately will be considered the responsibility 
of the financial institution. So having sound policies and 
procedures in place to verify the quality of the information is 
also key.

Pilar:

And I would add just that even though the financial sector 
institutions are intermediaries, the regulator views the financial 
institutions as systemically important and as gatekeepers for 
the sustainable transition. Therefore the role of the financial 
sector has been key for the development of many of the 
transition initiatives.

Host:

Thanks, Pilar. Now if you had to map the ESG regulatory 
landscape for financial services, what are the two or three legal 
developments that legal teams should be tracking most closely? 
Let’s start with you, Walter.

Walter: 

Looking specifically at EU level, we have now very recently 
seen that regulators are perhaps taking a little bit of a step back 
and making some corrections, because they feel that in in some 
instances the regulation has perhaps gone too far. 

Investors and customers of financial institutions have now 
been given quite a lot of information about sustainability. 
But that additional information has not always led to more 
transparency in practice, in the sense that a lot of people seem 
to be confused by all the information that they are getting. And 
soI would say the most recent trend is that there is an effort 
underway to simplify the information. 

At the same time, that might also lead to the fact that then the 
information is not sufficiently granular and does not provide 
sufficient insight. Sofinding that balance between having 
too much information, not enough information and how that 
then relates specifically to greenwashing, I think that's a key 
challenge that's underway right now.

Matthijs:

Yeah, I tend to agree and what I see as well, but it's more on 
the financing side, and that’s I think not just only for the EU 
but I see it more globally, is that regulators are looking how to 
enhance the financing of the energy transition more general 
by all kind of preferable measures if financing is really for a 
transitional project, et cetera. And I think that's something that 
also is an important one, because there's also an element of 
greenwashing if the borrower at the end turns out not to be 
transitioning enough or not at all.

Host:

And how about on the investor side? How does elevated 
greenwashing risk affect the way they respond to sustainable 
financial products?

Matthijs:

In my view, it will lead to more checks and due diligence 
upfront. That's at least what we hear from investors that we 
assist, and what we see is more and more for instance in 
investment but also in M&A projects that sustainability is 
becoming more and more topic in due diligence projects. I think 
help is coming from at least here in the EU because there are 
more rules about when something is a green investment and 
when not.

And on the other hand, we also see that at least in the 
Netherlands, if you look at pension funds, we're now getting 
a debate here whether or not–must it really be all ESG, all 
sustainable, or should we also invest in other, perhaps more 
industrial funds.

Pilar:

Yeah, I think greenwashing has a direct trust erosion effect. 
So when investors perceive that the sustainability claims are 
unreliable, they lose the confidence in ESG products. That is 
why regulators are increasingly framing greenwashing as a 
market integrity issue.
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Host:

So with the stakes still high, what can legal and compliance 
teams in financial services do to avoid the pitfalls of 
greenwashing? Walter, perhaps I can come to you first.

Walter:

I think Matthijs already touched on a couple of items: having 
training and awareness. I would add to that also having policies 
and procedures in place that are up to standard. Also making 
sure that this is an ongoing exercise, that it is not just a one-off 
where you have training or create awareness, but then leave 
it as such. It needs to be a continuing exercise that is really 
engrained in the DNA of your Institution. 

Also monitor market feedback, client feedback. And what we 
also see as a quality measure increasingly in the Belgian market 
is that more and more financial products they get a third-party 
label. It is an external ESG label that financial institutions 
can obtain where then actually the financial product is being 
scrutinized upfront. And that is also I would say a good step 
forward in order tocreate the trust that Pilar referred to.

Pilar:

It's important to centralize, let's say claim governance so that 
legal, compliance, sustainability, marketing teams and so on, they 
are all aligned in order to be sure that they challenge and they 
let's say stress-test the claims in order to make sure that they 
can substantiate what they are saying and that they are reliable.

Matthijs:

Yeah. And perhaps to add and it's not just greenwashing, but 
make sure that ESG sustainability, that it's part of the board 
agenda so that it's repeatedly also at the highest level. Create 
awareness and let them understand what the risks are.

Host:

Thanks, Matthijs. These are helpful steps to address 
greenwashing and sustainability in general. Do AI and data 
analytics play a role in that regard?

Pilar:

Actually in KPMG we are already developing some of these use 
cases -for example, AI-driven claim screening in order to be able 
to identify high-risk language before publication or even after 
publication in terms of whether there are risks, in terms of the 
information and the consistency of the information that is public. 

Also in order tod o portfolio analytics in order to test whether 
sustainability claims align with actual holdings and of course 
regulatory horizon scanning in order to be able to monitor or track 
the trends and regulation that is new or that could affect the 
disclosures or the information, the claims that you are doing.

But I have to say that technology is an enabler, but it's not a 
substitute of human judgment. That is still essential, especially 
in a field where interpretation and regulatory nuance is 
involved and is key -such as interpreting and identifying the 
nuances in order to challenge claims that could be accused 
of greenwashing.

Host outro:

That’s really interesting, Pilar, thank you. Thanks also to Matthijs 
and Walter –this has been a fascinating discussion. 

And for our listeners, KPMG recently released a new report 
that shares the latest on greenwashing, which surveys the 
legal landscape in 28 jurisdictions around the world. Titled 
The Challenge of Greenwashing, it is designed to help your 
organization maintain credibility and compliance —no matter 
where it operates. You can find the report on the KPMG 
website, at kpmglaw.com.

Join us again next time for more insights from ESG leaders and 
innovators. You can also find the latest KPMG insights covering 
a range of ESG topics, by visiting KPMG.com/ESG.
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