
 

 

 

 

 

 

A Growing Focus on Sustainability - 
Recent Developments and the 
Sustainability Linked Loan Principles 

Whilst the value of banking transactions falling under the ‘sustainability’ 

umbrella is difficult to determine, it is clear that financing with some form of 

sustainability focus is in the ascendancy. Various stakeholders have driven 

this change, resulting in a range of initiatives. Examples include the Paris 

Agreement, the UK Government’s Clean Growth Strategy and the EU’s Action 

Plan on financing Sustainable Growth, to name but a few. Social momentum 

has also featured prominently, as London was so aptly reminded by the 

Extinction Rebellion demonstrations in April 2019. 

This shift in attitudes is reflected in polling and financial data. A recent YouGov poll reported that millennial 

savers are twice as likely as older generations to want their pensions invested in a sustainable manner1, and 

the money has followed suit: according to figures from Hargreaves Lansdown, the fund broker, money held in 

ethical funds has risen from £4.5bn in 2008 to £16.7bn in 20182.  

In light of such developments, and driven by the desire to create consistent standards in this emerging market, 

the Loan Market Association (LMA) has published, following its issue of the Green Loan Principles, the 

Sustainability Linked Loan Principles (SLLPs). This is in line with the LMA’s desire to promote the 

development of sustainability linked loan products by providing a framework for application by lenders and 

borrowers.    

SLLPs – What are they? 

SLLP loans are loan instruments or contingent facilities which incentivise the borrower’s achievement of 
ambitious, pre-determined sustainability performance targets (SPTs). These objectives will be “sustainable” if 
they facilitate and support objectives conducive to environmentally positive or socially sustainable economic 
growth and activity. A loan is deemed “sustainable” under the SLLPs if the borrower has established an 
overarching sustainability or social responsibility strategy at a corporate level and the facility is applied to 
achieving these objectives. It can be differentiated from the Green Loan Principles in this regard as the SLLPs 
focus on the on-going sustainability profile of a borrower over time rather than the delivery (and maintenance) 
of a specific green project.  

                                                                            

 

1 More young savers ‘want ethical pensions’, BBC news, 8 October 2017 
2 UK ethical funds surge in popularity, Financial Times, 28 September 2018 
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Fundamentally, it is for the borrower to set SPTs (which are agreed with the lender) by reference to key 
performance indicators, external ratings and/or equivalent metrics by which the borrower’s sustainability profile 
can be tracked for the purpose of the loan. 

Core Components – what do the SLLPs require? 

The four key elements which the LMA consider should feature in a sustainability linked loan are as follows: 

1. Relationship to Borrower’s overall CSR strategy – the borrower should have clear sustainability 
objectives and a CSR strategy that provides context to the SPTs that have been set.  

2. Target setting: measuring the sustainability of the borrower – the SLLPs direct that the SPTs should 
be “ambitious and meaningful to the borrower’s business”, linked to an identified target benchmark and 
bring about “positive change”. These benchmarks can either be identified internally by reference to a 
framework devised by the borrower or externally assessed using established rating criteria. Where 
validation of the benchmark is to be undertaken internally, the borrower must demonstrate that it has 
appropriate internal expertise and methodologies to perform this function.   

3. Reporting – as would be expected with a loan, the borrower is expected to (a) keep information on its 
sustainability performance current, (b) available on request and (c) report on the same annually to the 
Lenders, and ideally, also publicly (subject to competition and confidentiality constraints).  

4. Review – external reviews of the borrower’s sustainability performance are likely to be periodically required 
where the borrower does not have the necessary internal expertise to do so. External reviewers may be 
auditors, sustainability consultants or rating agencies.   

Benefits of Borrowing under SLLPs  

The benefits to be derived from SLLP compliant loans are yet to be fully ascertained, however, the likely 

“advantage” for borrowers is the positive public profile associated with such products and the potential to attract 

sustainability-oriented capital. Margin ratchets may be another positive of sustainability compliant loan 

products, with some lenders offering ‘positive incentive loans’ that reduce margin in recognition of meeting 

sustainability targets (subject to the individual constraints and policies of each lender). 

With the link between prospective economic growth, financial stability and the need for sustainability becoming 

ever more apparent, we expect sustainable loan products to continue expanding and the use of SLLPs and 

green loans to become more common.  

CMS has taken an active role in championing and advising on the transition to sustainable finance & 

responsible investment, with insight and commentary on key developments published frequently. For more 

information, click here. 

Contacts: 

 

Chinyelu Oranefo 

Senior Associate – Real   Estate Finance 

T +44 20 7524 6932  

E chinyelu.oranefo@cms-cmno.com                 

 

Liviu Giuran 

Trainee Solicitor 

T +44 20 7367 3630  

E liviu.giuran@cms-cmno.com 

   

https://cms.law/en/GBR/Insight/Sustainable-Finance-Responsible-Investment
mailto:chinyelu.oranefo@cms-cmno.com
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CMS Legal Services EEIG (CMS EEIG) is a European Economic Interest Grouping that coordinates an  

organisation of independent law firms. CMS EEIG provides no client services. Such services are solely 

 provided by CMS EEIG’s member firms in their respective jurisdictions. CMS EEIG and each of its 

member firms are separate and legally distinct entities, and no such entity has any authority to bind any  

other. CMS EEIG and each member firm are liable only for their own acts or omissions and not those of   

each other. The brand name “CMS” and the term “firm” are used to refer to some or all of the member  

firms or their offices. 

 

CMS locations:   

 

Aberdeen, Algiers, Amsterdam, Antwerp, Barcelona, Beijing, Belgrade, Berlin, Bogotá, Bratislava, Bristol, Brussels, 

Bucharest, Budapest, Casablanca, Cologne, Dubai, Dusseldorf, Edinburgh, Frankfurt, Funchal, Geneva, Glasgow, 

Hamburg, Hong Kong, Istanbul, Kyiv, Leipzig, Lima, Lisbon, Ljubljana, London, Luxembourg, Lyon, Madrid, 

Manchester, Mexico City, Milan, Monaco, Moscow, Munich, Muscat, Paris, Podgorica, Poznan, Prague, Reading, Rio 

de Janeiro, Riyadh, Rome, Santiago de Chile, Sarajevo, Seville, Shanghai, Sheffield, Singapore, Skopje, Sofia, 

Strasbourg, Stuttgart, Tirana, Utrecht, Vienna, Warsaw, Zagreb and Zurich. 
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The content in this document is for general purposes and guidance only.  It  does not constitute legal or  

professional advice and should not be relied on or treated as a substitute for specific advice relevant to particular 

circumstances. For legal advice, please contact your main contact partner at the relevant CMS member firm.  
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