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For more on this topic, see our 2023 working paper: “Corporate Alignment with the EU Taxonomy for Sustainable 

Activities: First Evidence from Financial Accounting Data” by Alexander Cheema-Fox, Megan Czasonis, Piyush Kontu and 

George Serafeim 

 

A look at the world’s first set of financial accounting data on firms’ 
sustainable activities 

Though sustainable investing has been popular for more than a 

decade, defining and measuring sustainability remains remarkably 

elusive. Trillions of assets have been invested according to various 

environmental criteria, such as analyst ratings, carbon emissions, and 

more. However, these measures are often insufficient, relying on 

qualitative analysis or failing to quantifiably relate to a firm’s operating 

performance. But now, for the first time, investors can analyze 

financial accounting data on firms’ sustainable activities. Based on the 

European Union’s Taxonomy for Sustainable Activities (the “EU 

Taxonomy”), these data follow standardized and transparent criteria 

for quantifying the percentage of a firm’s revenues and expenditures 

that align with sustainable activities. In our recent paper “Corporate 

Alignment with the EU Taxonomy for Sustainable Activities,” we 

explore this novel data set for ~327 European firms for fiscal year 

2022, the first year of mandated reporting.  

First, we analyze patterns in the reported data and find that:  

• The EU Taxonomy data is not predicted by existing data (such as Bloomberg estimates for eligible revenues).  

• Because of the strict technical criteria set forth by the EU Taxonomy, only a small percentage of business activities align 

with the taxonomy. Over time, we might expect this gap to shrink as companies transition their investments and products.  

• Aligned operating expenditures are associated with aligned revenues. Over time, we might expect this relationship to 

strengthen as firms translate aligned expenditures into long-term revenues.  

Then, we explore the relationship between firms’ aligned activities and fundamentals. We find that the firms with higher 

alignment exhibit no significant difference in operating performance or valuations.  However, this may change in the future, if 

product and capital markets reward alignment with sustainable activities. 

Finally, we evaluate a key objective of the taxonomy, which is to prevent “greenwashing” by firms. To that end, we evaluate the 

correlations between environmental scores (‘E-scores”), carbon intensity, and taxonomy alignment of a firm. Notably, we find 

that many firms with high E-scores have fairly low alignment under the EU Taxonomy framework.  

Overall, this suggests that investors and regulators, alike, may benefit from the EU Taxonomy data. For investors, it can help 

identify investment opportunities, support due diligence, and identify discrepancies between different sustainability frameworks. 

For regulators, it can help set better public measures and standards for “green” activities and products. 

Exhibit 1: EU Taxonomy Framework 
 

 
Note: For illustrative purposes 
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State Street Associates 

Our goal is to bridge the worlds of financial theory and practice with innovative investment research for asset 
managers and owners. We focus on two fundamental drivers of performance to help State Street’s clients exceed 
their performance goals and manage risk: 

INFORMATION ADVANTAGE:  Our extensive indicator suites provide investors with powerful and practical market 
intelligence. 

RESEARCH ADVANTAGE:  We partner with renowned academics to develop impactful new ideas for portfolio 
construction, risk management, and investment strategies. 

Learn more about our thought leadership, publications, interactive tools and indicators at   
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Where applicable, returns may increase or decrease as a result of currency fluctuations. Derivatives may be more volatile than the underlying 
instruments. Certain foreign exchange business, including spot and certain forward transactions, may not be regulated in all jurisdictions. Past 
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Services Agency of Japan and is licensed under Article 47 of the Banking Act. 
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Details of the Temporary Permissions Regime, which allows EEA-based firms to operate in the UK for a limited period while seeking full authorisation, 
are available on the Financial Conduct Authority’s website. 
 


