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WE ARE FACING A CHALLENGE

2050

Global carbon neutrality

Buildings play a key role
Direct/indirect emissions, urban planning
impact on mobility emissions

€389 billion investments
To reach the regional EPC targets

Social challenges can't be dissociated
And delaying action increase costs, both for people
and public administration

Many co-benefits: health, jobs, wellbeing, ...

0000

2030 (tomorrow !)

-55% GHG emissions

Mandatory renovation calendars

Set or foreseen, they shall trigger the renovation of
the worst energy performing building

€161 billion

To be on track with the calendars

An important share of homeowners

cannot bear the financing
With existing measures and market conditions
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- Agenda -

The financing challenge to unlock a renovation wave = M

- Towards a Home Renovation Loan Scheme in Belgium ws,q &

Summary of the recommendations el JTJI
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THE DESIGN OF SUPPORT AND INCENTIVE INSTRUMENTS

SHOULD COMPLY WITH

Mandatory renovation by 20XX

Mandatory renovation after purchase

. ) B
Single-famity houses Apartments
2023 2028 2035 2040 2023 2028 2040 2045

Single-family houses & apartments
L 5
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203 2041 20486 2050

. @ |
(semi-)Detached dwellings Enclosad dwellings & apartmants
) ¢ e
2035 2040 2030 2035

) : Single-family houses & apartments
0

2026 2031 2036 2041

2036
Single-family houses & apartments
G F 1 E
2033 2043

No policies put in place
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THE DESIGN OF SUPPORT AND INCENTIVE INSTRUMENTS

SHOULD COMPLY WITH
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MOST DWELLINGS SHALL BE
TO COMPLY WITH THE RENOVATION CALENDARS

Volume of residential buildings / EPC / region

By 2050, 3.8
Million dwellings
must be
renovated for an
estimated total
cost of €278
billion

0%

Building stock to be renovated by 2050 based on

renovation calendars
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Share of regional building stock >
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THE QUESTION IS

Mandatory renovation by 20XX Mandatory renovation after purchase
: & & . ® #
(semi-)Detached dwellings Enclosed dwellings & apartments Single-family houses Apartments
) e

@ & ® B
D) Single-family houses & apartments % Single-family houses & apartments
T 1 ="
_ F A -
1(1 2031 20 o 204 "(1 .
203 36 041 2046 0

2026 203 2036 2041

Single-family houses & apartments . .
| No policies put in place
2033 2043

While renovation calendar target very large volumes,
their ambition is lower than the 2050 EPC targets

2050 EPC targets
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CLIMACT
RENOVATION FINANCIAL NEEDS B nvest

Total financing

1. Renovation financial needs for 2050 needs
389 b€




CLIMACT
RENOVATION FINANCIAL NEEDS B nvest

1. Renovation financial needs for 2050
2. Taking the renovation calendars into account

Total financing
needs
161 b€

Renovation calendars

Renovation
calendars

2022 > 2033



RENOVATION FINANCIAL NEEDS

1. Renovation financial needs for 2050
2. Taking the renovation calendars into account
3. Segmenting by renovation depth

4. ...

2022 >

Renovation

Total financing Deep
needs renovations Multi-step
161 b€ 90 b€ renovations

calendars

Homeowners
< 65y 71 b€

2033

Renovation calendars

CLIMACT

B st
Deep Multi-step
renovations renovations
142 b€




CLIMACT
RENOVATION FINANCIAL NEEDS B nvest

1. Renovation financial needs for 2050 Deep Muiti-step
. . . renovations renovations

2. Taking the renovation calendars into account

3. Segmenting by renovation depth

4. Segmenting by homeowners in 2033

Total financing Deep
needs renovations Multi-step
161 b€ 90 b€ renovations

Renovation calendars

142 b€

Renovation
calendars

Homeowners
< 65y 71 b€

2022 > 2033



PROVIDING FINANCING FOR ALL IS

+40 %

of homeowners cannot
finance a deep energy
renovation
ACESSIBILITY SCALE
Financing solutions must be There should be enough
suitable to all socioeconomic volumes available to support
profiles and all financing power the financing of
~€10 billion investments / year
until 2050

EEEE vest CLIMACT
DN



IF PUBLIC AUTHORITIES CANNOT PROVIDE ADEQUATE FINANCING AT SCALE,

- Limi fficien
Homeowners ted Sufficient >
Flnancmg Financing Financing
power gap gap
(Depends on the
financing
diti
conditions) A . . Z Today, provides 7%
7 Public financing % 4 of the €10 billion required yearly
‘ , ' to meet the investments targets
Shall be improved Can be improved
to cover the gap to cover the gap
Fmans:mg Volumes shall Volumes shall
solutions be scaled-up be scaled-up
Can be leveraged to cover
parts of the financing gaps,
y and to limit the required scale-
o ” Private financi ([cJll Uup of public financing
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UNE PALETTE DE SOLUTIONS POSSIBLES EST A ACTIVER

POUR REPONDRE « A MOINDRE COUT » AUX DIFFERENTS BESOINS

Et réduire les codts :

e Auto-rénovation

* Rénovation collective
« Standardisation

Assurer I'acces a Réduire le capital Limiter la mensualité Etendre la durée Limiter le co(t
un logement décent a financer (a durée définie) de remboursement de financement
Logement public Subventions® Limiter la mensualité au Attacher le remboursement Taux réduit
remboursement des intéréts au batiment (transférabilité) préts hyp. verts, prét public
Prét hyp. a terme fixe, crédit bullet, on-bill, on-tax financing instruments de de-risking
Logement social pret mutation
Valoriser la plus-value Approche « services » pour Limiter le co(t
‘ ‘ sur le logement s’affranchir du cadre crédits de transaction
Bail a rénovation Prét mutation contrat de service énergétique, reprise dencours

tiers-financement

Valoriser le foncier
Transfert de propriété CLT-based Durée calibrée sur
et leasing les économies réalisées
crédit a durée variable, tiers-fin.

*Primes considérées ici comme un instrument pour financer (partiellement) les travaux a la place des ménages vulnérables, pas un incitant

15/04/2024 EEEInvest CLIMACT
B



DIFFERENTS O! DOIVENT ETRE MOBILISES
DANS UN SCHEMA GLOBAL DE FINANCEMENT

Accompagnement !

h 4

Sources de Instruments de Distributeurs et Produits & . .
Publics cibles

financement financement opérateurs mécanismes

_BH Instruments de sourcing Banques privées
Finance citoyenne Facilité de co-financement
Fondations Fonds d'investissement Banque de la rénovation
Impact investors Obligations vertes
Fonds social climat Bons de projets / crowd-financing Coopératives
Marcheé financier citoyennes

Fonds dépargne-pension Instruments de de-risking
Fonds de garantie
Mutuelle de garantie
Promesse de rachat
Promesse d’hypoteque

ESCO
(publique, publique-privée, privée)

Autres institutions de crédit
(ex: fonds du logement)
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AVEC UNE SERIE DE POINTS D’ATTENTION

« Penser « a I'échelle », tout en initiant petit si nécessaire
« A partir de la décision, l'implémentation de ces solutions prendra encore du temps

» Les solutions les plus pertinentes ne sont pas encore identifiées,
il faut « faire tourner plusieurs assiettes », monitorer, déployer ce qui se révele le plus prometteur

« Développer des solutions spécifiques aux besoins des copropriétés

15/04/2024 EEEInvest CLIMACT
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Summary of the recommendations el JTJI
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STAKEHOLDER CONSULTATION AND BEST PRACTICES
HAVE DRIVEN THE CHOICE OF TWO MECHANISMS

ILR
Instalment Loan for Renovation

Unsecured loan with maturities of up to 20
years (and possibly 30 years) designed in
conjunction with capital grants and interest
rate subsidies to enable the greatest
number of households to take on the
burden of debt (capital + interests).

Main backing initiatives: Irish scheme.
Signals from the stakeholders that alternative
third-party financing models (on-bill, tax-
based financing, ...) while of undeniable
interest, are still in their infancy

FTML
Fixed Term Mortgage Loan

Secured loan with maturities up to 20
years (and possibly 30 years) designed to
address households with a mortgage
capacity and a solvency limited to the
payment of interest

Main backing initiatives: SEIF, PAR (Prét
Avance Renovation), strong focus on
accurate targeting and adherence to FSMA
regulatory framework
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THE HOME RENOVATION LOAN SCHEME (HRLS)

LEVERAGES INSTRUMENTS TO OPTIMIZE THE COSTS OF FINANCING

CO-FINANCING
Co-financing with retail financial institutions INSTRUMENT Co-financing with retail financial institutions

(on a pari-passu 50% basis in the simulation) (on apar-passu 50% basis in the simulation)

COUNTER-GUARANTEE
INSTRUMENT
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=z o Counter guarantee rate of 80% (on RL loans

w m °_,5 only) with a first loss piece aligned with market &
p= = participating retail financial institutions risk rating
| <
T 8 z \ 4
e c GUARANTEE
= <ZE Guarantee rate of 80% on aloan-by- INSTRUMENT Guarantee rate of 75% on a loan-by-
< - loan basis with a provision for losses set A loan basis with a provision for losses set
O é at 3% of originated loan portfolio based Access tothe at 5% of originated loan portfolio based
= Ll on historical default rates for instalment guarantee on a conservative default rate applied in
% % loans instrument France for similar loans
O x A\ 4 Y \4 Y
'_
< @ ILR LOAN PARTICIPATING RETAIL FTML LOAN
5 PORTFOLIO Financial FINANCIAL INSTITUTIONS Financial PORTFOLIO
> due diligence A due diligence Y
'&J Debt Loan Certificate of eligibility to Loan Debt
ot servicing Agreement the guarantee (and co- Agreement servicing
= financing) instrument(s)
@) Technical assistance Technical assistance
T HOUSEHOLDS & due diligence AUTHORISED & due diigence HOUSEHOLDS

(with mortgage & interest only
repayment capacities)

(with capital & interest ONE-STOP-SHOPS

repayment capacity)

—

<Z( (2’) A

[O)a ‘ Capital & )

o=z Debt burden Ca_p\tal growth loans Debt burden Ca_pltal

IS:J E relief relief relief relief
INTEREST INVESTMENT REGIONAL INTEREST INVESTMENT

SUBSIDIES GRANTS INVESTS SUBSIDIES GRANTS




THE CHALLENGE OF ACCESS TO

INCREASED LOWER INCREASED
GRANTS INTEREST RATES MATURITY
Lower the amounts to be Reduce the monthly Reduces the monthly
loaned, thereby increases repayment AND the cost of repayment BUT increased
financial access to deep financing the cost of financing

renovation and reduces
financing costs for HO
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Grants:

Limited grants Increased grants
Interest rate: 4% 3% 2% 4% 2%
Maturity (years): 20 25 30 25 20 25 30 20 25 30 20 25 30
FTML 12% 1% 14%
[0)
LR 6% 29% N — 24%
51%
0,
68% 8% 75%
18%
No access to 76%
financin 85%
g FRrA 74%
Limited
grants
(5.7% for
20 years)

18% 2%

Guarantee scheme:
Interest rate limited

Limted  Limited
grants grants
(0% for (0% for
20 years) 25 years)
Interest rate Increased grants: Combination of the 3:
bonification: Down to Significantly balance the Ensures access
to 4% increases the 2% allows to cover FTML and ILR market financing to most
access 80% of the market reach
tofinancing with a segments, the higher
high share of FTML

homeowners, with a
high penetration of ILR
the maturity the better
the access to ILR
B



A FULL LOAN PORTFOLIO HRLS WOULD TRIGGER 20 BILLION INVESTMENT
AND CUT PUBLIC SPENDING BY €9,3 BILLIONS

| currentmareeT HRLS FULL PORTFOLIO

INVESTMENTS TRIGGERED b€ 6,7 b€ 20,1 (+300%)

PUBLIC SPENDING b€ 31,4 b€ 22,1 (-30%)

CO-FINANCING
INSTRUMENT

m€
205

COUNTER-GUARANTEE
INSTRUMENT

m€
462

COMBINED

A
GUARANTEE

INSTRUMENT
b€ b€
3,2 4,95
1 1
1 U
ILR LOAN b€ PARTICIPATING RETAIL be o FTML LOAN
PORTFOLIO 3,2 FINANCIAL INSTITUTIONS 4,95 PORTFOLIO
N

b€  bE 3 b€
89 64 99 17,3
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HOME RENOVATION LOAN SCHEME

HOUSEHOLDS HOUSEHOLDS
(with capital & interest ONAIEEJ;'F'OOFSEIE%)PS EEE—— (with mortgage & interest only
repayment capacity) repayment capacities)

b€ b€

1,5 '| 2,4 '|

INTEREST INVESTMENT REGIONAL INTEREST INVESTMENT
SUBSIDIES GRANTS INVESTS SUBSIDIES GRANTS

REGIONAL
FUNDING
=




A 5 BILLION LOAN PORTFOLIO HRLS WOULD INCREASE INVESTMENT
TRIGGERED BY 15% AND CUT COSTS TO HOUSEHOLDS BY €1,6 BILLION

| currentmariET HRLS 5 BILLION

INVESTMENTS TRIGGERED b€ 5,4 b€ 6,2 (+15%)
HOUSEHOLDS COSTS b€ 9,6 b€ 8,0 (-16%)
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MAIN OUTPUTS

: Preliminary
?rg‘rﬁg\?,'é'ﬂ? considerations of

instruments design

Roadmaps for the
mechanisms
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SUMMARY OF THE RECOMMENDATIONS

Quickly
leveraging
financing

at scale

Required

complementary
actions

If governments can afford it, massive public financing (grants and lower-cost capital)
would better ensure the conditions for a fair transition

Alternatively, improve homeowner’s access to private financing
by developing the Home Renovation Loan Scheme

Federal action should target instruments to lower the interest rate, enable extended maturities and reduced
requirements for assessing the consumer’s creditworthiness, while regional action should target the reduction of credit
needs

Refine the design and build a solid implementation roadmap of these instruments

Develop further socioeconomic knowledge on Belgian household typologies

Keep investigating and experimenting innovative financing solutions and mechanisms

Reform the grant administration processes

Strongly develop OSS renovation services, key enabler for the upscale of deep energy renovation financing

Financial barriers must not overshadow the many obstacles to energy renovation
BEREE vest  CLIMACT



DOWNLOAD THE REPORT
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Upscaling the financing
of Residential Renovation in Belgium

DOWNLOAD
THE REPORT
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www.climact.com/en/sfpim-study-reno-residential E

EEEEvest CLIMACT




	Default Section
	Slide 1

	1
	Slide 2: We are facing a very ambitious challenge
	Slide 3
	Slide 4: the design of support and incentive instruments should COMPLY WITH Renovation calendars
	Slide 5: the design of support and incentive instruments should COMPLY WITH Renovation calendars
	Slide 6: Most dwellings shall be deeply renovated to comply with THE RENOVATION CALENDARS
	Slide 7: THE QUESTION IS NOT ANYMORE IF, BUT RATHER HOW ?
	Slide 8
	Slide 9
	Slide 10
	Slide 11
	Slide 12: PROVIDING FINANCING FOR ALL IS A DOUBLE-SIDED CHALLENGE
	Slide 13: If public authorities CANNOT provide adequate financing at scale,  private finance must be leveraged
	Slide 14: Une palette de solutions possibles est à activer  pour répondre « à moindre coût » aux différents besoins
	Slide 15: Différents outils doivent être mobilisés  dans un schéma global de financement
	Slide 16: Avec une série de points d’attention 

	2
	Slide 20
	Slide 21: Stakeholder consultation and best practices  have driven the choice of two mechanisms
	Slide 22: THE HOME RENOVATION LOAN SCHEME (HRLS) leverages instruments to optimize the costs of financing
	Slide 24: The challenge of access to financing for all
	Slide 25
	Slide 38: A full LOAN PORTFOLIO HRLS would trigger 20 BILLION investment  and cut public spending by €9,3 billions
	Slide 39: A 5 BILLION LOAN PORTFOLIO HRLS would increase investment  triggered by 15% and cut COSTS to households by €1,6 billion

	3
	Slide 40
	Slide 41: Main outputs
	Slide 42: Summary of the recommendations
	Slide 43: DOWNLOAD THE REPORT


