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Rachel Reeves MP 
Chair of the Business, Energy and Industrial Strategy Committee 
House of Commons 
London 
SW1A 0AA 

12 April 2019 

Dear Ms Reeves, 

Thank you for your letter of 29 March to our Group Chief Executive António Horta-Osório 
about our role in providing energy efficiency tailored products for the owner occupier 
residential sector. I am replying on his behalf. 

Lloyds Banking Group has a unique position within the UK economy with a purpose of 
Helping Britain Prosper. The successful transition to a sustainable, low carbon economy that 
is resilient to the impact of climate change and uses resources sustainably is, therefore, of 
strategic importance to us.   

Following a Board level review of our approach to environmental sustainability, we have 
developed a new sustainability strategy which focuses on the opportunities and threats 
related to climate change and the need for the UK to transition to a sustainable, low carbon 
economy. 

Our goal is to be a leader in supporting the UK in this transition. We have set ourselves 
seven ambitions anchored to the goals laid out in the UK Government’s Clean Growth 
Strategy, as these align closely to our business priorities: 

 Business: become a leading UK commercial bank for sustainable growth, supporting our

clients to transition to sustainable business models and operations, and to pursue new

clean growth opportunities.

 Homes: be a leading UK provider of customer support on energy efficient, sustainable

homes.

 Vehicles: be a leading UK provider of low emission/green vehicle fleets.

 Pensions & Investments: be a leading UK pension provider that offers our customers

and colleagues sustainable investment choices, and challenges companies we invest in

to behave more sustainably and responsibly.

 Insurance: be a leading UK insurer in improving the resilience of customers’ lives against

extreme weather caused by climate change.

 Green Bonds: be a leading UK bank in the Green/Sustainable Bonds market.

 Our Own Footprint: be a leading UK bank in reducing our own carbon footprint and

challenging our suppliers to ensure our own consumption of resources, goods and

services is sustainable.
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There are a number of challenges in fulfilling our ambition related to home energy efficiency.  
While there is more that needs to be done with regard to available green finance specifically 
targeted at households, energy efficiency financing products alone cannot address all of the 
barriers that are holding back the market.   
 
A coherent combination of policy, supply chain and financing measures will be necessary to 
unlock the potential of residential energy efficiency. In addition to private finance, this could 
involve more regulations on minimum energy efficiency requirements; tax, stamp duty or 
loan interest rate incentives for energy efficient properties; and accredited energy efficiency 
products and installers.   
 
The Group is discussing these points with Government and other relevant parties and have 
had initial conversations with representatives from the Department of Business, Energy and 
Industrial Strategy and the Scottish Government. I have attached a briefing document which 
provides more detail on Lloyds Banking Group’s position on each of the questions that you 
raised in your letter of 29 March. I do hope that you find it useful. 
 
Once again, thank you for your letter. We are keen to continue to work with Government and 
your Committee to find a long term solution to address this challenge. Please let me know if 
you require any more information. 
 
 

 
 
 
FIONA CANNON 
Group Responsible Business, Sustainability & Inclusion Director 
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BUSINESS, ENERGY AND INDUSTRIAL STRATEGY 
COMMITTEE INQUIRY INTO ENERGY EFFICIENCY  

 

QUESTION 1  

What energy efficient tailored products are you currently offering, for example in the personal 
loan, home improvements and green mortgage sectors? What is the consumer uptake of these 
products? Do you actively market energy efficiency products to customers? 

We are currently carrying out customer research to understand the demand, awareness levels and 

customer attitudes to explore what energy efficient lending products could look like. 

We offer access to customers on how to make their home more energy efficient through our Halifax 

website and will continue to grow and enhance this information available to customers throughout 2019.  

Energy efficiency tailored finance products are currently available within our Commercial Banking 

proposition, which include: 

 Our £1 billion commitment to green loans that help Commercial Real Estate clients to improve the 

energy efficiency of their estate. This was launched in 2016, and by the end of 2017, we had 

committed over £0.5 billion of finance which improved 5 million square feet of estate. As a result, we 

refreshed our public target to improve the energy efficiency of a further 5 million square feet of 

Commercial Real Estate in our 2018 to 2020 Helping Britain Prosper Plan, and we were ahead of 

target at the end of 2018.  

 Our £2 billion Clean Growth Finance Initiative that offers discounted finance to help Commercial 

Banking clients’ transition to a more sustainable future. Our funding can support a broad range of 

investments in sustainability – from small improvements in environmental impact right up to large-

scale renewable energy infrastructure. 

Through our Commercial Banking business, we also support many house builders, and clients who 

supply energy and services to homes and businesses. We have also committed to support infrastructure 

transactions that will power the equivalent of 5 million UK homes from 2018-2020. 

 

QUESTION 2 

What steps are you taking to develop energy efficiency tailored products for the self-funding 

householder market? Is there a viable business case for providing these products? 

To develop energy efficiency products we need to ensure that we understand customer demand and 

attitudes. In addition, there are a number of commercial complexities which need to be understood. We 

have therefore started a range of research activities including: 

 Engaging with the European Energy Efficient Mortgage Action Plan to understand the link between 

energy efficient properties, lower borrower default rates and enhanced property values.  
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 Working with the London School of Economics (LSE) and UN Environment Programme Finance 

Initiative (UNEP FI) to investigate the link between actual energy use measured by smart meters and 

rates of default. 

 Engaging with the Department for Business, Energy and Industrial Strategy and the Scottish 

Government to discuss potential green lending pilots that would focus on the retrofit market when 

consumers are already in the process of making home improvements. 

 Consumer research to identify which consumers offer the warmest opportunity for potential energy 

efficient tailored products. The survey will address consumer awareness, attitudes and behaviours. 

Any solution will likely require initial Government support to cover the additional costs associated with 

energy efficiency finance products, such as energy audits, energy monitoring, etc. Once sufficient data 

exists on the relationship between home energy efficiency, property value and default rates, additional 

commercial solutions may become available. There may also be a need for fiscal incentives to increase 

initial uptake and address consumer inertia. 

 

QUESTION 3 

What barriers are deterring you from offering a greater range of energy efficiency tailored 
products? 

Understanding customer demand and attitudes are crucial to being able to design the right financial 

solution that will encourage action from our customers. In addition, understanding customer awareness 

levels of what energy efficiencies are available to them and the perceived barriers also play an important 

factor to product design. 

Retrofit solutions in the home can be expensive and consequently attract long pay back periods which 

contribute towards customer inertia.  

There are other challenges within the supply chain, such as understanding which companies can provide 

retrofit solutions, and to what standard, in order to reduce carbon emissions in the home. 

Finally, there are many layers of commercial complexity in building and managing an energy efficiency 

financial solution, which we are exploring at this stage. We are happy to continue discussions with 

Government and your Committee as these findings evolve.  

 

QUESTION 4 

What steps do you take to value and monitor the performance of energy efficiency investments? 

We do not have any residential energy efficiency finance products currently available. We are exploring 

how we value and monitor performance as part of our work to understand the commercial complexities. 

For our energy efficiency tailored finance products within the Commercial Banking business, we monitor 

performance in different ways depending on the product. For Commercial Real Estate, loan covenants 

are agreed at the time of loan origination and monitored through the life of the loan. For our Clean 

Growth Financing Initiative, loans need to meet the eligibility criteria at the point of loan origination and 

the client signs a side letter committing to the purpose of the funding and the expected environmental 

benefits. 
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QUESTION 5 

How could Government work with the finance industry to stimulate commercially viable and 
attractive energy efficiency financing? 

We believe there is a need for an end-to-end consumer proposition for residential energy efficiency that 

addresses the main barriers of consumer awareness of energy efficiency solutions and their benefits; 

consumer inertia; availability of suppliers; and availability of attractive financing terms. 

The Government could help to stimulate commercially viable and attractive energy efficiency financing 

by helping to address the barriers in the following ways: 

Energy efficiency awareness and benefits 

 Improve clarity for lenders on the types of energy efficiency improvements that should be prioritised 

to better focus green lending efforts on the right energy efficiency solutions. 

 Improve access to information allowing consumers to understand the options for improving energy 

efficiency of properties and their associated benefits. 

 Subsidise energy audits during retrofits to ensure high-quality audits are performed to identify correct 

improvements required and limiting extra cost to home owners. 

Consumer inertia 

 Explore types of regulation that may help to increase demand for energy efficiency. 

 Introduce subsidies and incentives to improve consumer demand (see finance below). 

Approved suppliers 

 Develop accredited suppliers, technology solutions and a process to validate improvements. 

 Help lenders focus on green lending efforts which target the right energy efficient solution.  

Finance 

Offer subsidies that could focus on: 

 Encouraging more lenders with lending to enable banks to develop and offer energy efficiency 

products, similar to the approach which the Term Funding Scheme offered banks. 

 Stamp duty tax exemptions for property purchases that include energy efficiency improvements. 

 Other fiscal measures such as tax incentives for landlords financing energy efficiencies. This will 

support renters reduce energy consumption and carbon emissions generated within the home whilst 

reducing energy bills. 


