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Why Green Bonds? 

    What are they? 

    How can they benefit LoCARNet? 

 How to access them? 



What is a Green Bond? 

1. A green bond is a bond whose proceeds are 
used to fund low emissions projects.  
 

2. A bond is a debt finance mechanism that is  
“asset backed” to fund a project. 

1. This is very different to voluntary or regulated 
carbon finance projects. 

2. The key difference is that a project is asset backed 
and aims to achieve a profit return plus low emission 
outcomes (which could equate to carbon units or 
lower emissions from a business as usual case). 

 



History 

1. Bonds have been around for hundreds of years 
2. They were used in Renaissance Italy about 800 years ago 
3. There are claims that the Romans invented them a couple of 

thousand years ago during the time of the Roman Republic 
 

4. In 2008, the World Bank launched the "Strategic Framework 
for Development and Climate Change".  Which resulted in 
building the foundation of the current Green Bond Market. 

1. Since 2008, the World Bank has now raised USD $6.4 
billion equivalent in Green Bonds through 67 
transactions and 17 currencies. 

 
 

http://www.worldbank.org/en/topic/climatechange
http://www.worldbank.org/en/topic/climatechange
http://www.worldbank.org/en/topic/climatechange


Why are Green Bonds important? 

• Estimate $700bn  / annum of green growth 
projects to reduce climate change impacts. 

• cumulative voluntary AFOLU markets is projected 
to grow another $2.3bn by 2020. 

• Agriculture needs $83bn / annum to feed the 
population and Forestry needs $100bn by $2030 
to fund needs 

• There is a massive shortfall in voluntary funds in 
AFOLU and the private sector and institutional 
finance must be mobilised – Green Bonds could 
strongly contribute tho this. 



Green Bonds recent history 

Projected more than 2.5 time growth this year 

$USD bn 



Target market 

$500bn+ p.a.  
by 2018 
 

Take over existing issuance 
related to Climate Change: 

Renewables, Rail, Water 

$100bn p.a. 
 

2014 labelled 

$40bn+  
 

Green Bonds Growth Projection 



Development Banks and Green Bonds 

$USD bn 



Where does it go? 

Disclosed use of proceeds from World Bank projects 

Note – very small volume in AFOLU sector 



Who is buying Green Bonds? 



Greens Bonds Market 2013-2014 

Note – All AFOLU is below investment grade 

AFOLU 
investments are 
very small and all 
below investment 
grade.   
 
This will translate 
into lower 
desirability and 
lower investor 
uptake 



Date Country Participants Value Sector 

August 2014 UK UK Govt and Private sector £ 48.5 M Biomass Energy 

August 2014 Peru IFC and Peruvian Insurance USD $15 M Not specified 

August USA NRG (private investment) USD $500 M Wind Energy 

August  USA Los Angeles Country + Structured 
Finance Associates (private 
investment ) 

USD $6.9 M Buildings Energy 
Efficiency 

August India Greenko (private investment) USD $550 M (3x 
oversubscribed) 

Wind Energy 

July Taiwan Advanced Semiconductor 
Engineering (Private) 

USD $300 M (6x 
oversubscribed) 

Energy Efficiency 

July Taiwan Neo Solar Power Corp (Private) USD $120 M Energy Efficiency 

July Germany KfW € 1.5 B  (2x 
oversubscribed) 

Infrastructure 

July USA District of Columbia Water USD $350 M Water efficiency 

2 month total   Nearly $4 Billion USD  
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Climate Bond Standards 

 
 

 
 
 
 
 



 Expert Technical Working convened for each focus area: e.g. low-carbon transport, 
green property, water and now AFOLU. 

Technical Working 
Group 

• Develop brief. 

• Reviews options 
and draft criteria 

• Multiple iterations. 

• Makes 
recommendation 
to Board 

Industry/investors/e
xperts 

Industry Working 
Group 

Invited comment on 
draft criteria. 

Public consultation, 
webinars 

Climate Bond 
Standards Board 

• Signs off on criteria 

• Signs of on bonds 
to be certified 

Process for Technical Working Group 



 

Global capability and support 

• Assets not companies 

• Transparency & reporting 

Green Bond Principles – who is supporting 



Preparing for Green Bonds 

Government 

Private 

Banking 

Research 



Government Preparation 

• Policy changes toward investment 

• Landuse / land tenure reform and security 

• Low Emission Land Use Planning (LELUP) 

• Tax incentives toward investment 

• Co-partnering on projects (with research team 
as well as development teams) 

• Does the Govt raise bonds now? If so can it 
raise a green bond, National and Municipal. 



Banking Preparation 

• Do the national banking regulations open 
opportunity to participate? 

– can an MDB participate as guarantor? 

– Is there enough scale within the bank? 

• Look toward insurance companies as bond 
raise entities 

• Gauge local interest to buy a bond from a local 
bank or insurance body. 



Private Preparation 

 

• Strengthen private companies to facilitate 
design and management 

• Build companies up via standards support, FSC 
and similar 

• Use audit companies as gauge  

 



Research Preparation 

 

• Strengthen links to field projects as a tam 
member to secure additional finance 

– May need to establish commercial arms of the 
research institution to increase commercial mind 

• Research finance can come through project 
delivery   
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