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UNDERSTANDING ENVIRONMENTAL FINANCE

• More Benefits
• Green
Finance =
Green
Investments
• Public and
Private Green
Investments
• Public Policies
• Financial
Systems

• Increased profits
• Environmental
improvements
• Customer loyalty
• Higher employee
satisfaction
• Reputational
benefits; stronger
stakeholders
partnership
• Positive media
attention
• Improved license to
operate

• Avenues for
Green Finance
• Public sector budgets
• Using innovative
instruments for raising
private capital
• International
Development Finance

ENVIRONMENTAL PROTECTION AND CLIMATE FINANCE
Public Policies
Nature
Protection,
Pollution
Prevention and
Control Policy

Public Finances

Taxes/
Environmental
Levies
Russia: financing for environmental
protection
Revenue from pollution fees and fines is 0.1% of
the total direct revenues to federal budget from
natural resources and nature use (2015).
Public Expenditure decreased from 1.3%
(2003) to 0.7% (2015) of GDP

Revenue from
natural
resources and
nature use

Green
Policies

Public
Environ
mental
Expendit
ure
Private
Sector

PUBLIC SECTOR TOOLS FOR BOOSTING GREEN INVESTMENTS
Credit lines to local commercial financial institutions (CFI) for providing both senior and mezzanine
debt to projects
Guarantees to share the commercial credit risks of lending to projects and companies with local CFIs
Debt financing of projects by entities other than CFIs
Carbon finance facilities that monetize the advanced sale of emissions reductions to finance project
investment costs
Grants and contingent grants to share project development costs
Loan-softening programs to mobilize national sources of capital
Inducement prizes to stimulate R&D or technology development

Technical Assistance to build capacity of all actors along the financing chain
Private equity (PE) funds investing in private equity, often to gain control over companies to
restructure them
Venture capital (VC) funds investing risk capital in technology innovations for start-ups and small
businesses with exceptional growth potential

REDUCING ENVIRONMENT IMPACTS AND CLIMATE RISKS: POLICY
INSTRUMENTS

Emissions Trading
(Emission Cap and Trade)

Payment for
Environmental
Services
Incentive-based
mechanism, in which
beneficiaries of ecosystem
services provide certain
economic incentives to the
providers of the services
.

Compensation
payments
Financing conservation
from revenue from fines for
pollution, royalty fees for
natural resource use,
compensations for
environmental impacts, or
voluntary contributions

Biodiversity offsets
Compensation Funds
Use third party to collect
and administer fees from
developers of projects that
have detrimental impacts
on biodiversity

Project-specific offsets
involve developers setting
aside and managing an
area of land to compensate
for loss of habitats or
species to ensure “no net
loss or a net gain in
biodiversity”

Wetland Banks
A mitigation mechanism to
offset the impacts on
wetland ecosystems from
development projects.

CARBON TAX: FEATURES AND EFFECTS

A fiscal instrument for
reducing emissions,
which could generate
substantial tax revenue

Makes polluting
production more
expensive by taxing the
burning of fossil fuels

Fiscal,
Economic,
Environment and
Welfare

Presents a viable
economic solution for
encouraging
investments in energyefficiency and
renewables

When tax revenue is
recycled through
reduction of taxes and
of tax rates, it has a net
welfare gain

DEBT INSTRUMENTS FOR FINANCING SUSTAINABILITY GOALS

Green Bonds
• Forest bonds
• Blue bonds
• Green project
bonds

Forest
Resilience
Bonds

Guarantees
and Debt
Financing

• Catastrophe (Cat)
bonds

• Guarantees on
private loans
• Loans through
financial
intermediaries
• Sustainable
capital

Action Plan for a Sustainable Financial System
The (draft) Roadmap provides for governments a list of concrete and concise action plans built
upon core pillars of a sustainable financial system (Joint-UNEP-IBRD-Inquiry)
Pillar 3
• Greening capital markets – green
bonds, sustainability indexes
• Greening the banking sector – scaling
advisory support for banks
• Greening institutional investors – raise
awareness on existing platforms

Pillar 1 –
Governing
Policies

Sustainable
Financial System

Pillar 4 –
Information
&
Incentives

Pillar 6 –
Measuring
Progress
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Pillar 2 –
National
Roadmaps

• Integrating innovative technology –
Green Digital Finance Alliance

Pillar 3 –
Products,
biz models

Pillar -5 –
Public
Policy
Actions

BUT ACHIEVING THE GOALS REQUIRES
PRIVATE SECTOR INVESTMENT AS WELL;
THE INVESTMENT NEEDS ARE BEYOND
GOVERNMENT CAPACITY

GREEN BONDS are the most advanced financial instrument for investors
to engage in climate change finance
• Investment
• Takes issuer risk only – no
exposure to project risk

Climate
related
projects

Bond
Issuer

Investor
• Repayment
• Climate change impact

Transparency and Assurance Criteria
1. Criteria for use of proceeds
2. Process for project selection

Defined by

Green Bond
Principles

3. Ring-fenced funds
4. Reporting
The potential for scaling up the green bond market is tremendous. For green financing to realize its full
potential, however, the public and private sectors need to work together. Removing fossil fuel subsidies,
introducing a meaningful price for carbon and effective environmental regulations are critical, while public
investment
also has an important role to play.
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GREEN BONDS Can be Extended Through Securitization to Finance
Smaller Project Sizes as Well
Green Funding Platform
Securitization agent
Green Infrastructure project finance

Renewable
Energy (Wind,
Solar)

Securitization agent
Retail green finance

Green Loans for Energy
Efficient Building
Modernization

Green Mortgages
Solid Waste
Utilization

Residential
District
Heating

Green Loans for
consumer products

Creating a Green Funding Platform requires a great amount of
Government policies and regulations
1. High value for GREEN PROJECT

FINANCE

 Explicit objective/motivation
participation

for

private

 Policy dialogue and execution leadership,
especially early in market development cycle
 Clear counterparty for public stakeholders
(legal & regulatory reform, muni & regional
executive branch)
 Regulatory/supervisory/corporate
standards leadership

governance

 Facilitated capture & monetization of Green
impact, regulatory & fiscal preferences
 Scale => market cycle sustainability => business
proposition for PPP / other forms of private
capital involvement
 Assured market presence vis-à-vis long term
infra project cycle
 Expertise creation, nurture & dissemination

2. Critical for retail Green Finance
 High social & consumer protection standards
to support explicit and public policy agenda
 Market product & conduct standards
(especially loan origination & servicing,
reporting, issuance structures )
 Significant market development / stakeholder
/ consumer awareness mandate
 Permanent funding needs & market presence
(planned portion of the housing stock to be
worked on every year…)
 Compelling business case for smaller/medium
lenders (origination/servicing agents)

Example:
Russia is already taking steps to establish a green finance
mechanism to upgrade its many old buildings that waste energy
Context:
70% of population in Russia live in multi-family buildings, most of which require maintenance
These buildings have a low level of energy efficiency; up to 50% heat losses. They account for up
to 25% of Russia’s overall energy consumption
Retrofitting of existing buildings is key to addressing worsening housing conditions and reducing
energy consumption in the residential housing sector in Russia. Massive investments (estimated at
US $25-$50 bln) are needed to fix this problem.

Objective:


To introduce reform in the Russia’s
housing sector in order to cut back
on the country’s GHG emissions.



to create an effective legal and
institutional platform to support
Russian homeowners and housing
management companies in getting
access to finance to improve
energy efficiency of the country's
existing housing stock.

Approach:
 Working with Regulators: consultations related to implementation of
regulation and supervision of new banking products.
 Working with Government: Ministry of Construction and Housing,
Federal government agencies (Housing Fund, etc.); Regional
governments and municipalities (capacity building, policy advisory,
regulatory reform support)
 Working with the Sector:
 Banking Sector: client level advisory and IFC working group to
engage banking community in a dialogue with the Government.
 Housing Sector: capacity building of intermediaries,
representatives of homeowners, housing management
companies, contractors, etc.

Housing Policy Reform has set the stage for billions of $ of
climate change relevant investments in Russia
The Law on Capital Repairs (adopted in 2013), a large scale housing policy reform,
established a new system for financing capital repairs of multi-family buildings in
Russia, with increased role of the private sector, leading to climate change benefits.

Results so far
26 banks (70% of the
Russian banking sector
by assets) now have
Special Accounts

80,000 buildings with
Special Accounts –
Roughly 10% of the
total, and growing

End-2016, over US$4
billion of savings in
Special Accounts.

ANNEXES

OPPORTUNITIES FOR POTENTIAL GREEN INVESTMENTS IN RUSSIA

ENERGY EFFICIENCY and
RENEWABLE ENERGY

• Energy Efficiency,
including Residential
District Heating;
• Sustainable Energy
Finance
• Renewable Energy

SUSTAINABLE CITIES

• WATER AND SANITATION:
• Solid Waste
• Waste-to-Energy

INDUSTRIAL EFFICIENCY
(MANUFACTURING)

• Automotive
• Chemicals

AGRIBUSINESS AND
FORESTRY

• Bioenergy

• TRANSPORT:
• Hybrid/Electric car loans
• Urban transport

• GREEN BUILDINGS:
• Green Buildings
• Green Mortgages

Country Mitigation Target
(unconditional) by 2030

30%
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IFC GREEN BONDS
 IFC was one of the earliest issuers of green bonds, launching a green bond program in
2010 to help catalyze the market and unlock investment for private sector projects
that support renewable energy and energy efficiency.

 As of June 2016, IFC had issued $5.1 billion in green bonds in eleven currencies.
 During FY16 alone, IFC issued 23 green bonds in public and retail format, across six
currencies, amounting to a total of $1.4 billion—the highest annual issuance since
IFC began the program in 2010.

 IFC plays a leadership role in developing guidelines and procedures for the green
bond market as a member of the Green Bond Principles Executive Committee and
the IFI Framework for a Harmonised Approach to Greenhouse Gas Accounting.
 In April 2017, IFC partnered with asset management company Amundi to launch the
world’s largest green-bond fund dedicated to emerging markets—a $2 billion
initiative aimed at unlocking private funding for climate-related projects.
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