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A. Countries’ climate change priorities
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Presentation Notes
On the public side, the left-hand graph shows that the largest amount of climate finance, or around 45% of public sources, is provided by national development finance institutions, shown in RED. These are e.g. China Development Bank, Vietnam Development Bank, etc. This share is continuing to grow. Due to data limitations, these estimates do not capture the value of public budgets dedicated to domestic climate action beyond some national DFIs’ commitments and financing tracked in project-level assessment of BNEF (2015a). As a rough estimate, domestic public budget for climate-related development not captured by these data could reach US$ 60bn a year (based on national estimates for a small number of countries) and range between 0% and 15% of national budgets, or 7.5% of total national capital formation. The bulk of these investments is directed toward adaptation projects. Next, multilateral development banks, e.g. IBRD/World Bank Group, or ADB, made up roughly one-third of public sources (PURPLE). Bilateral development banks (GREEN), e.g. KfW, made up 12 per cent. Governments also funded climate projects directly, including through their bilateral aid agencies as ODA (DARK BLUE). This amounted to ten per cent of public sources, mainly aimed at low- or middle-income countries. This has been growing in absolute terms and as a proportion of total bilateral ODA. The proportion of climate related ODA in 2014 made up approximately 19 per cent of total bilateral ODA (up from 5% in 2005). The share of adaptation related ODA to overall ODA is estimated at 10% for 2014. Finally, climate funds (TURQUOISE) made up only 1 per cent of the total but, in the light of the scale-up of the GCF, this will soon grow larger.Turning to private climate finance, on the right-hand side graph, almost two-fifths of the total private finance was provided by project developments, shown in BLUE. It is estimated that just under half of this project development finance originated from, and was invested in the Asia Pacific region, mainly for wind projects. A quarter of private climate finance came from corporates (RED), just under one-fifth each from commercial banks (PURPLE) and households (GREEN). Private equity, venture capital, infrastructure funds and institutional investors made up only one per cent of the total (TURQUOISE). Due to data gaps, these estimates do not include private investments into energy efficiency, transport, land use and adaptation, which can be significant. The share of institutional investments (only around US$400m) is very small compared to the scale of their global assets, estimated at US$ 93 trillion. There is recognition that more needs to be done to unlock some of these assets and pressure on these investors to divest their fossil fuel holdings is increasing and has yielded some positive results. Asia-Pacific region attracted around 40-45% of US$ 391bn and around half of adaptation funding
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93% of total climate finance directed toward mitigation (of which, 4/5 to renewable energy)CPI estimates adaptation finance only about US$ 25bn (17% of public climate finance), half to Asia-Pacific regionDFIs (national) dominant source of this finance (88%), ODA ‘direct’ (9%), climate funds (1%)Mainly through concessional loans (52%) and grants (16%)Focus sector: water supply/management and AFOLUAdaptation finance is underestimated due to different accounting approaches used for tracking finance tracking gaps for domestic budgets (national and local) and for private investment.
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▸Major instrument to finance transition to low 
carbon, climate-resilient infrastructure 
▸CBI tracked a global total of US$ 895bn from 
3493 green bonds by 1128 issuers
▸To date, still mainly mitigation-related 
(transport, energy)
▸Huge growth potential, for adaptation, and 
region

Green bonds
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It’s important to note that bonds have been utilised more in some sectors than in others. This is based on the maturity of the technology and the suitability of assets to bond financing. Rail assets, for example have been financed using bonds for decades (hence their large presence in our data), while relatively few bonds are issued by companies within the agriculture and forestry sector. As renewable energy technologies mature, we expect to see more bonds from the Energy theme.



Very few bonds have 
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The Least Developed Countries (LDCs) and Small Island Developing Countries (SIDS) of the Asia Pacific region do not have sufficient economic, political and structural frameworks that are strong enough to ensure that a foreign debt will be repaid in a timely manner. By acting as a group, with the help of public guarantors, they will be able to collectively achieve a better outcome than individually. For example, if several countries, each of which is economically undiversified (e.g. high dependenceon agriculture, fishing, tourism, forestry, etc…), pooling them will achieve a more diversified basket of risk, something that international investors will be much more willing to accept, than if they considered each country individually.
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Only 8 out of 25 countries have issued standard Sovereign bonds. But there are some signs and reasons to be hopeful. Another 13 countries have got a public rating by at least one rating agency. Some of the remaining countries have already contracted some loans with supranational lenders or through a syndication with some foreign banks, which can be seen as a prelude to the next step of issuing a publicly listed bond.  Once a Sovereign bond has been issued, it becomes easier for the quasi-sovereign entities (national development banks, guarantee agencies, state-owned enterprises, national pension funds, etc…) to raise funds on these same markets. Then, private borrowers will be able to also come to the market and expand their financing channels.



1. Adopt Green Bond Principles at the regional level
2. Adopt Green Bond Principles at the domestic level
3. Establish local Green Bond Market Committees
4. Reduce the barriers of local capital markets
5. Reduce disclosure costs and offer tax breaks
6. Encourage adequate disclosure on green impact
7. Build analytical capabilities for bond tracking
8. Standardize bond/loan documentation

1. Issuer-level guarantee
2. Project-level guarantee
3. Credit Rating subsidy
4. Subsidize issuance costs
5. First-loss guarantee for securitized 

transactions (e.g. SMEs)

1. Priority list of green projects
2. Set parameters for financial viability
3. Ensure transparency of pipeline
4. Establish a collaborative platform
5. Strategic issuance by public entities
6. Review mechanism in the region
7. Credit Enhancement techniques
8. Create a data warehouse

1. Reduce investment costs
2. Public issuance: Signaling effect
3. Global investor targeting
4. Market-led initiatives
5. Workshops
6. Educational material
7. Capacity building
8. Bond Documentation fast tracking

1. Regional Green 
Bonds standards
2. Regional Issuance
3. Domestic network
4. International 
networking

Improve Market Structure for Green Bonds Grant Facility for Green Bonds

Pipeline of Green projects Develop Demand for Green Bonds Collaboration

How to 
support the 
emergence 
of Green 
Bonds?
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Several areas of action:GB PrinciplesIt would also be important to establish a grant facility mechanism to offer some guarantees at the issuer or project level, subsidize credit rating and other issuance costs. The cost of issuing a bond may not be much for large bond issuers, or example for a Sovereign entity, yet it may be significant for a smaller, private, corporate issuers. As such, in order to help develop the market of Green Bonds in Asia Pacific, in particular among non-public entities, which are the most likely to have the ability to find attractive, viable projects, it is necessary to support their efforts and provide some financial support. The most direct costs include financial reporting and corporate governance disclosure, credit ratings, legal costs, documentation, use of proceeds monitoring and reporting, as well as marketing costs. As the market develops, some additional instruments may appear, such as securitized transactions, for example of Small and Medium-Size Enterprises, which may require some specific support, like for example financial guarantees, “first-loss” protection or political insurance. Pipeline of projects: A transparent pipeline of green projects must be created and made available to global investors. Public entities can foster strategic issuance of green bonds acting as “signaling agents” in the market place. Private issuers will be more likely to be able to raise green bonds if there are some public entities that have already issued bonds and created some awareness among the broader investment community.Global investors need to be engaged to raise their awareness on Green Bonds from issuers from the Asia Pacific region. Through some targeted market initiatives (participation in global investor meetings, workshops, articles, educational material, marketing actions), it will be able to directly contribute to the increase in the demand for Green Bonds.UNESCAP can promote regional collaboration across its countries to share their experiences, foster best practices, build local expertise and increase the international network around Green Bonds. 



 Sustainable Stock Exchanges (SSE) initiative: peer-to-peer 
learning platform for exploring how exchanges, in collaboration 
with investors, regulators, and companies, can enhance 
corporate transparency on ESG (environmental, social and 
corporate governance) issues and encourage sustainable 
investment

 Key driver relates to demands of international institutional 
investors, and desire to demonstrate international best practice 
in corporate governance

 Guidance identifies ESG metrics for exchanges to incorporate 
into disclosure guidance to listed companies, laying out 34 key 
performance indicators

Green equity



 Many countries in region 
are mainstreaming 
sustainability through 
their banking systems

 Sustainable Banking 
Network established in 
2012: 31 countries, most 
of which have launched 
national 
policies, guidelines, princ
iples, or road maps for 
sustainable banking

 Mix of voluntary and 
mandatory guidelines

Green banking

Country Guidelines and instruments

Cambodia Sustainable finance principles (under development; will lead to voluntary 
industry environmental and social lending standards)

Philippines MEMBER of SBN

Bangladesh Guidelines on Environmental and Social Risk Management for Banks and 
Financial Institutions in Bangladesh (2017)

Lao PDR MEMBER of SBN

Mongolia MEMBER of SBN

Sri Lanka MEMBER of SBN

China Green Credit Guidelines (2012) and Green Credit Key Performance Indicators 
(2015)

Philippines MEMBER of SBN

India MEMBER of SBN

Mongolia Mongolia Sustainable Finance Principles and Sector Guidelines (2014)

Georgia MEMBER of SBN

Nepal MEMBER of SBN

Indonesia  Sustainable Finance Umbrella Policy (2017)

Fiji MEMBER of SBN

Pakistan Green Banking Guidelines (2017)

Vietnam Directive on Promoting Green Credit Growth and Environmental and Social 
Risks Management in Credit Granting Activities (2015)



Blended finance

Blended Finance Taskforce: “the use of 
public/philanthropic funds to mobilize multiples of 
additional private capital” 
 Focused on concessional capital
 Blended finance tools allow to transfer different risks 

that prevent private investments, including political 
risks, technical and physical risks, commercial risks 
(currency and off-taker), and other investor-related 
barriers

 Macroeconomic risks such as currency risks or off-
taker credit-worthiness can be transferred to another 
party at project level through the use of the blended 
finance tools



Blended finance 
instruments

Source: Climate Policy Initiative (2018). Blended Finance in Clean Energy: Experiences and Opportunities



Context

•Only 10% of the 
population of Papua 
New Guinea (PNG) is 
connected to the 
electric grid. 

•For the vast majority of 
the population who are 
off grid, access to low-
quality energy 
sources, such as 
kerosene, is 
associated with high 
recurring costs.

•Limited access to 
electricity affects their 
access to digital 
services

Blended Finance

•Australian Department of Foreign 
Affairs and Trade (DFAT) is 
working with Digicel, the largest 
telecommunication provider in the 
Pacific, to improve access.
•Established a Business 
Partnership Platform to create 
links with business to adress 
challenges. 
•DFAT will provide of AUD 500,000 
grant funding to Digicel
•Digicel will invest AUD 1.037 
million to increase access to 
sustainable energy sources and to 
enable better access to digital 
connectivity. 

Results

The partnership is 
expected to:

• Decrease the recurring 
energy expenditures of 
rural households and 
small businesses in PNG;

• Enhance their access to 
and connection with the 
digital economy (e.g. via 
mobile 
phones, smartphones and 
laptops); and 

• Improve health and safety 
by reducing indoor air 
pollution and the risk of 
fires from candles and oil 
lamps.

Example: 
Improving 
access to 
affordable, cl
ean energy 
and digital
communicati
on services in 
PNG
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Improving access to affordable, clean energy and digital communication services Official institution: Australian Department of Foreign Affairs and Trade (DFAT) Blending partner: Digicel Asia Pacific Challenge: Only 10% of the population of Papua New Guinea (PNG) is connected to the electric grid. For the vast majority of the population who are off grid, access to low-quality energy sources, such as kerosene, is associated with high upfront and recurring costs. While 90% of the PNG population have access to mobile phone services, limited access to electricity affects their access to digital services via smart phones and laptops (DFAT, 2016). Solution: DFAT is working with Digicel, the largest telecommunication provider in the Pacific, to improve access to affordable and reliable solar energy solutions for off-grid households and small businesses in PNG. DFAT is working through its Business PartnershipsPlatform (BPP), which is establishing partnerships with businesses to address development challenges in the Indo-Pacific region. DFAT provides grants that are matched one for one by businesses, with business investment occurring first in order to ensure its commitment. In PNG, DFAT will provide of AUD 500 000 grant funding to Digicel and Digicel will invest AUD 1.037 million to increase access to sustainable, cost-effective and environmentally friendly alternatives to current costly and inferior energy sources and to enable better access to, and connection with, the digital economy. The initial term of the partnership is 18 months. Partnering on this initiative through the BPP will also allow Digicel and DFAT to determine whether there are potential opportunities to partner in other countries or activities. Impact: The partnership, which began in mid-2016, is expected to substantially decrease the recurring energy expenditures of rural households and small businesses in PNG; enhance their access to and connection with the digital economy (e.g. via mobile phones, smartphones and laptops); and improve health and safety by reducing indoor air pollution and the risk of fires from candles and oil lamps. In the SDG framework, this project contributed to SDG 7 (affordable and clean energy), and SDG 9 (industry, innovation and infrastructure).



Context

•Government targets: 
restore 2 million ha of 
peatland by 2020, reduce 
GHG emissions by 
between 29% and 
41%, increase 
renewables mix from 6% 
to 23% over next 5 years

•Tropical Landscapes 
Finance Facility 
(TLFF), Tropical 
Landscapes Bond (TLB) 
designed to provide long-
term financing for 
projects that improve 
access to rural 
electricity, reduce 
GHGs, enhance 
smallholder livelihoods

Blended finance platform

•GCF readiness funding used 
for design of TLFF and TLB 
and to structure initial projects 
to mitigate credit risks

Benefits

•Will connect 
private, public, philanthro
pic investors

•Ensure TLFF and TLB 
early stage funding 

•Will enable bankable 
project 
pipeline, supporting 
selecting projects to 
achieve intended impact 

•Enhanced capacity 
building, including in 
monitoring of impact of 
projects

Example: 
Convergence 
platform in 
Indonesia
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Convergence, the first and only platform exclusively focused on blended finance, announced it will award a grant to ADM Capital and ADM Capital Foundation (ADMCF) for the design of a Tropical Landscapes Finance Facility (TLFF) and Tropical Landscapes Bond (TLB), which in partnership with UNEP, ICRAF, and BNP Paribas, will provide long-term financing for projects that improve access to rural electricity, reduce greenhouse gas emissions, and enhance smallholder farmers’ livelihoods in Indonesia. The design grant is part of Convergence’s efforts to surface the next generation of blended finance models and foster market-wide learning to drive the field forward. Convergence will award a minimum of CAD 10M in design grants over the next five years, and this initial funding is provided by the Government of Canada.ADM Capital will use the Convergence proof of concept funding to help finalize the overall design of the TLFF – which will include a loan fund and a grant fund – and structure initial projects that will be funded by the TLFF. ADM Capital anticipates that the loan fund will benefit from contingent funding commitments from development finance institutions and aid agencies to mitigate credit risks of the underlying projects.Convergence is an independent institution that helps public, philanthropic, and private investors find and connect with each other to co-invest in blended finance deals in emerging markets. Convergence offers grant funding for practitioners to design innovative blended finance instruments that address a key development need but would otherwise be too risky or complex to pursue. 



Context

•Only 7% of rural 
households have 
access to piped 
water services

•Limited access to 
finance is key factor 
preventing private 
operators from 
expanding and 
improving services 

Blended Finance

•Combination of non-sovereign 
concessional 
lending, guarantees, grants, and 
technical assistance has been used to 
leverage local commercial finance and 
equity investments so as to accelerate 
access to piped water supply
•Concessional line of credit was 
provided Cambodian commercial bank 
to enable them to extend more 
attractive loans to small- and medium-
sized water service providers
•Output-based investments grants have 
been used in a complementary way as 
incentives for private water operators to 
connect poor households

Results

•Total of 32 projects to 
receive funding identified 
representing a total 
requested loan of 
US$8.7m

• Commercial bank 
incorporated value of 
water infrastructure 
assets, and part of the 
value of future cash 
flows in assessing 
collateral requirements

Example: 
Facilitated 
Access to 
Finance for 
Domestic 
Private 
Water 
Operators in 
Cambodia
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Approach to Blended Finance: A combination of non-sovereign concessional lending, guarantees, grants, and technical assistance has been used to leverage local commercial finance and equity investments so as to accelerate access to piped water supply. A concessional line of credit was provided by AFD ( Agence Française de Developpement ) to the Foreign Trade Bank (FTB), a Cambodian commercial bank, to enable them to extend more attractive loans to small- and medium-sized water service providers, mostly active in small towns and rural areas. Output-based investments grants have been used in a complementary way as incentives for private water operators to connect poor householdsLessons Learned: Introducing new lending practices/loan products requires a combination of different instruments and close support to local banks. Although various activi- ties were organized to stimulate interest in the water sector at the level of other local and regional banks, this did not yet lead to significant changes in observed lending practices, with respect to tenors or collateral requirements. When different lending terms are required to match water sector needs, such as in Cambodia, technical assistance, a partial risk guarantee and a source of concessional credit proved necessary to initiate such changes, combined with the strong interest of a specific commercial lender. The concessional nature of the credit offered through FTB, with an attractive interest rate to operators proved essential to motivate operators to comply with other conditions set by the project. Optimizing technical assistance to operators requires close alignment with local bank practices, consistent communication, and enforcement of technical standards. The attrition rate of operators— those who joined and later dropped out—has been gradually reduced since the project started. This was achieved through upfront involvement of FTB in the pre-financing stage and intensive communication on the eligibility criteria and conditions, such as the requirement for operators to finance consultants for detailed design and construction supervision. This not only protects the bank from the risk of sub-standard investments and consequent problems in operations, but also helps strengthen operators over time



Capacity-
building

 UNESCAP is implementing a project on climate finance 
instruments across Asia-Pacific region that aims to increase 
private investment for climate change mitigation and adaptation

 ADFIAP, ICC, UNFCCC, UNDP, WWF and others are our partners

 Provide support to financial institutions – especially DFIs – to build 
their capacity to mainstream climate change into operations 
through training workshops and e-learning modules that are soon 
going to be on-line

 ADFIAP questionnaire distributed to its member banks and other 
commercial banks in Asia-Pacific to assess baseline of how DFIs 
take into account climate risks and their green product offering

 Sponsoring a voluntary Green Finance roadmap that DFIs can sign 
up to

 Have worked to catalyse private sector blended-finance structures
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