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ESG

The current banking environment
makes a focus on ESG vital to growth

By Joe Myers | September 01, 2025

In today’s dynamic banking environ-
ment, sustainability has emerged as a crit-
ical focus area for banks looking to meet
evolving regulations and requirements
across the globe. Once a quiet corner of
corporate policy, environmental, social
and governance, or ESG, initiatives have
gained prominence, leading to discus-
sions about their relevance and imple-
mentation. As banks navigate changing
market conditions and look for ways to
drive efficiency improvements, they face
a more immediate and unyielding truth:
Sustainability is no longer about optics.
It’s about survival. Climate risk, digital
disruption, and shifting customer expec-
tations are converging, forcing the indus-
try to confront a sobering reality: Evolve
or be eclipsed. For banks, sustainability
is a blueprint for staying relevant in a
rapidly transforming world.

It’s essential to recognize that ESG con-
siderations are often perceived differently
across the spectrum of stakeholders. The
practical challenges facing banks, from
rising climate risk to resource volatility
and digital disruption, demand a strategic
response that transcends partisan lines.
This has been made evident by the fact that
companies are not dramatically changing
their ESG policies despite the heightened
rhetoric around the topic. A recent report
from the Conference Board found that
only 6% of companies are making signifi-
cant changes to their ESG policies.
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When banks proactively adapt to climate and societal trends, modernize
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infrastructure, and weave ESG into decision-making, they enhance
resilience and unlock new growth, writes Joe Myers, of Diebold Nixdorf.

The reality is that banks are being
pulled in multiple directions. Investors
demand long-term stability, regulators
push for transparency and customers
expect purpose-driven brands. Ignoring
ESG imperatives may appease one au-
dience but alienate others critical to fu-
ture growth. For banks, ESG is not just a
branding exercise or political statement,
but rather a strategic imperative. Sustain-
ability is not a belief system but a set of
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tools and practices that will help banks
survive the next decade.

The financial sector is undergoing a
profound transformation as climate risk,
regulatory pressure and shifting custom-
er expectations redefine the operating
environment. Physical threats from cli-
mate change now pose tangible risks to
banking infrastructure and loan portfoli-
os, forcing institutions to reconsider how
they assess and manage exposure. At the



same time, regulators around the world
are demanding greater transparency and
accountability in how firms address sus-
tainability and long-term risk.

Adding to the pressure, fintechs and
neobanks, unburdened by legacy sys-
tems and built on agile, cloud-native ar-
chitectures, are setting new benchmarks
for ESG alignment and digital-first cus-
tomer experiences. As these challeng-
ers gain traction, traditional institutions
face a critical inflection point. Without
meaningful integration of sustainability
into their core strategy, they risk not only
falling behind but becoming irrelevant in
a market that increasingly rewards pur-
pose-driven, forward-looking players.

Banks today must treat sustainability as
an adaptive, strategic journey, not just a
compliance checkbox. Investors, regula-
tors and customers now expect measurable
progress, not just promises. In practice,
this means embedding resilience into core
operations. For example, banks that invest
in climate-resilient infrastructure (from
robust IT platforms to green buildings)
can shield assets against severe weather
and capture long-term value. The World
Bank even estimates that every $1 trillion
invested in resilient infrastructure yields
roughly $4.2 trillion in benefits. In short,
forward-looking banks are turning climate
risk into an opportunity by setting clear
adaptation metrics and funding sustain-
able projects, building robustness while
unlocking new revenue streams.

At the same time, modernizing infra-
structure is a sustainability enabler. Mi-

grating legacy systems to cloud-based,
modular platforms greatly improves ef-
ficiency and lowers energy use. Banks
that have adopted cloud platforms report
up to 60% cost savings over old sys-
tems, freeing capital for innovation and
greener initiatives. Similarly, deploying
energy-efficient hardware and real-time
monitoring tools, from servers to branch
equipment, can cut power demand sharp-
ly. In practice, this means moving work-
loads to cloud data centers powered
increasingly by renewable energy and
using low-power edge devices, while
tracking carbon footprints continuous-
ly. Such digital transformation not only
shrinks the physical and carbon footprint
(for example, through paperless process-
es and smart energy management) but
also builds the data foundation for robust
ESG reporting and risk analysis.

Looking ahead, adaptive risk and port-
folio management should be among banks’
key strategic priorities. They should in-
corporate climate and ESG factors into
credit approvals, stress tests and capital
planning. For example, by assigning clear
resilience and transition metrics to loans
and investments. Leading banks find that
proactively funding climate-resilient proj-
ects and monitoring extreme-weather sce-
narios help safeguard portfolios and tap
new lending opportunities.

Banks should also prioritize technolo-
gy and operational transformation, mod-
ernizing IT and branch networks to be
lean and energy efficient. Migrating to
cloud-native architectures can drastical-

ly cut IT energy and costs, while digital
channels reduce the need for energy-in-
tensive branch infrastructure. They can
also deploy low-energy hardware and
real-time monitoring to track usage, and
shift workloads to greener data centers.
These steps both shrink the bank’s car-
bon footprint and improve agility in
launching innovative financial services.

Another necessity is a focus on gover-
nance and culture change by embedding
sustainability in corporate governance.
Banks should establish clear ESG targets
(aligned with frameworks like the U.N.’s
sustainable development goals or climate
accords) and tie them to executive per-
formance. According to industry surveys,
the vast majority of C-suite leaders now
see no conflict between business success
and social purpose. Banks should view
this as a mandate: Align product devel-
opment, lending criteria, and reporting
processes with ESG goals, reward long-
term outcomes, and transparently com-
municate progress.

In practice, these evergreen strategies,
not any single product pitch, will ensure
sustainability is a lasting business advan-
tage. When banks proactively adapt to
climate and societal trends, modernize
infrastructure, and weave ESG into deci-
sion-making, they enhance resilience and
unlock new growth. Ultimately, sustain-
ability becomes a strategic imperative:
Those institutions that act now will build
stronger portfolios, healthier balance
sheets and greater stakeholder trust over
the long run.

Posted with permission from the September 01, 2025 issue of American Banker ® www.americanbanker.com. Copyright 2025. All rights reserved.
For more information on the use of this content, contact Wright’s Media at 877-652-5295. (2615513)


http://www.americanbanker.com
http://www.wrightsmedia.com



Accessibility Report



		Filename: 

		2615513.pdf






		Report created by: 

		Adrian Smith


		Organization: 

		





 [Personal and organization information from the Preferences > Identity dialog.]


Summary


The checker found no problems in this document.



		Needs manual check: 0


		Passed manually: 2


		Failed manually: 0


		Skipped: 0


		Passed: 30


		Failed: 0





Detailed Report



		Document




		Rule Name		Status		Description


		Accessibility permission flag		Passed		Accessibility permission flag must be set


		Image-only PDF		Passed		Document is not image-only PDF


		Tagged PDF		Passed		Document is tagged PDF


		Logical Reading Order		Passed manually		Document structure provides a logical reading order


		Primary language		Passed		Text language is specified


		Title		Passed		Document title is showing in title bar


		Bookmarks		Passed		Bookmarks are present in large documents


		Color contrast		Passed manually		Document has appropriate color contrast


		Page Content




		Rule Name		Status		Description


		Tagged content		Passed		All page content is tagged


		Tagged annotations		Passed		All annotations are tagged


		Tab order		Passed		Tab order is consistent with structure order


		Character encoding		Passed		Reliable character encoding is provided


		Tagged multimedia		Passed		All multimedia objects are tagged


		Screen flicker		Passed		Page will not cause screen flicker


		Scripts		Passed		No inaccessible scripts


		Timed responses		Passed		Page does not require timed responses


		Navigation links		Passed		Navigation links are not repetitive


		Forms




		Rule Name		Status		Description


		Tagged form fields		Passed		All form fields are tagged


		Field descriptions		Passed		All form fields have description


		Alternate Text




		Rule Name		Status		Description


		Figures alternate text		Passed		Figures require alternate text


		Nested alternate text		Passed		Alternate text that will never be read


		Associated with content		Passed		Alternate text must be associated with some content


		Hides annotation		Passed		Alternate text should not hide annotation


		Other elements alternate text		Passed		Other elements that require alternate text


		Tables




		Rule Name		Status		Description


		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot


		TH and TD		Passed		TH and TD must be children of TR


		Headers		Passed		Tables should have headers


		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column


		Summary		Passed		Tables must have a summary


		Lists




		Rule Name		Status		Description


		List items		Passed		LI must be a child of L


		Lbl and LBody		Passed		Lbl and LBody must be children of LI


		Headings




		Rule Name		Status		Description


		Appropriate nesting		Passed		Appropriate nesting







Back to Top
