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Introduction 
& Overview
The Green Bond Market goes from Strength to Strength

Issuance of green bonds continues to go from strength to strength, 

with some of the market’s most passionate cheerleaders forecasting 

that new issue volume may reach the magic $100 billion level in 2016. 

Moody’s is more circumspect, reporting in October that issuance 

between July and the end of September reached a quarterly record 

of $26.1 billion, meaning total volumes YTD have reached $72 billion, 

compared with issuance of $42.4 billion for the whole of 2015. Based 

on this trajectory, Moody’s forecasts that issuance volumes in 2016 

could exceed $80 billion1, while HSBC Fixed Income Research expects 

full year 2016 green bonds issuance to come out at the top end of 

its USD55 to USD80 billion estimate, made in January 20162. 

To put these numbers into perspective, total green/social/sustainability 

bond issuance still accounts for less than 1% of total holdings of 

global institutional investors. While this doesn’t appear to be due to 

a lack of willing investors, it does explain why market participants 

welcome the clear progress that continues to be made with respect 

to the growing depth and diversity of the green bond market. 

As in previous quarters, emerging markets in general – and China in 

particular – continued to lead the way in terms of issuance volumes in 

Q3. China accounted for 50.7% of global issuance, according to HSBC 

Research3 with rising volumes driven by landmark transactions from 

borrowers such as Bank of China, CECEP, Three Gorges, Modern Land 

and others. The quarter also saw the fi rst green corporate ‘Panda’ 

bond – an RMB-denominated bond from a non-Chinese issuer – 

printed by the Hong Kong-listed Beijing Enterprises Water Group.

India has also been an increasingly important contributor to rising volumes 

in the global green bond market in 2016, with borrowers including National 

Thermal Power Corporation (NTPC) and ReNew recently launching 

highly successful transactions, the proceeds of which are earmarked for 

investment in green infrastructure. The INR20 billion NTPC issue was 

notable for being the fi rst green ‘masala’ bond and fi rst green bond from 

an industrial corporate, listed both on the London and Singapore stock 

exchanges. The proceeds of the transaction are earmarked for investment 

in the solar sector, which is in line with the government’s ambitious targets 

for increasing the overall share of renewables in India’s energy mix. 
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China and India are not alone in championing the development 

of green capital markets in emerging regions. In Latin 

America, Mexico added to the diversity of the market by 

issuing two $1 billion green bonds as part of the financing 

for the new airport in Mexico City. Brazil has also made 

significant progress in building its green capital market, 

with a number of major local investors representing assets 

of some BRL1.6 trillion signing the first Brazil Green Bonds 

Statement in October4. This marks a key commitment to 

“the development of a robust green bonds market that 

makes a real contribution to addressing climate change.”

A number of Africa’s largest economies have also affirmed 

their support for green bonds. In early November, Morocco’s 

Agency for Sustainable Energy (Masen) announced the 

launch of its first climate bond. Further south, Nigeria 

has expressed its commitment to issuing a sovereign 

green bond, and Kenya is reported to be finalising its 

plans for implementing a green bond policy in 2017.

Europe’s market for green bonds has also continued to 

expand. France, for example, has continued to build on 

the leadership it established through hosting the COP 21 

summit in Paris in December 2015. While borrowers such 

as EDF and Societe Generale have added to the diversity 

and liquidity of the market, the French government is 

believed to be in pole position to issue the first sovereign 

green bond from a developed market in 2017. Although a 

number of other developed and emerging governments are 

said to be readying debut green bonds, France has officially 

announced plans to issue €3 billion annually in 2017, 2018 

and 2019 to support its Future Investment Programme. 

Elsewhere in Europe, Luxembourg has recently 

strengthened its credentials as a hub for sustainable 

financing by launching the Luxembourg Green Exchange, 

a new platform which applies strict standards for issuers 

and investors looking to finance green projects. 

In a number of other leading European economies, 

significant issuance activity has been driven by banks, 

with Berlin Hyp of Germany printing its first senior bond 

in green format, building on its 2015 Green Pfandbrief. In 

the Netherlands,  Rabobank accessed  the green bond 

market for the first time in early October, having launched 

an innovative combined Green and Sustainability Bond 

Framework. Among Nordic issuers, meanwhile, MuniFin 

has recently become the first borrower from Finland to 

list a green bond on the London Stock Exchange, while 

Kommuninvest of Sweden has issued the largest SEK-

denominated green bond, raising SEK5 billion in October.

Third quarter highlights from issuers in other developed 

markets ranged from the debut green transaction from 

the Port of Los Angeles in the United States to the first 

green bond from an Australian semi-sovereign, issued 

by the Treasury Corp of Victoria (TCV) in July. It is to be 

hoped that both these transactions will act as important 

benchmarks for other borrowers in their respective markets.

1  Moody’s Research: https://www.moodys.com/research/Moodys-Green-bond-volume-for-third-quarter-points-to-another--PR_356970?WT.mc 
id=AM%7eRmluYW56ZW4ubmV0X1JTQl9SYXRpbmdzX05ld3NfTm9fVHJhbnNsYXRpb25z%7e20161024_PR_356970

2 HSBC Research: Global Green Bonds: Outlook for 2016 https://www.research.hsbc.com/R/10/pkklkVmNtfOK
3 HSBC Research: https://www.research.hsbc.com/R/10/qKSlwbkNtfOK
4 For more details see www.climatebonds.net October 21 2016
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With great uncertainty 
comes great responsibility!
Ulrik Ross, Global Head of Public Sector and Sustainable Financing, Debt Capital Markets

Early 2016 saw the Fixed Income market 

impacted by high volatility1, until the 

10th March ECB announcement. The 

Market then rallied post announcement, 

creating new challenges for investors 

and opportunities for issuers. 

Expectations around lower yields for 

longer and deep pools of cash, further 

stimulated returns in the long end 

and for jumbo deals. Investors were 

constantly looking to add value to their 

investment strategies, with Green and 

Social Bonds demonstrating a good fit. 

Expectations in the Green bond 

market had already been set high, with 

Governments putting forward impressive 

commitments as to how they see their 

economies transitioning from high carbon 

to low carbon over the next decade at 

COP212. The final outcome being the 

Paris Agreement, which recently entered 

into force, taking us closer to the two 

degree target but is this close enough?

COP22, which has just finished, 

focused predominantly on the 

implementation of the Paris Agreement, 

with great emphasis on the capacity 

of sustainable financing.  This was 

also the focus of this year’s UK-China 

Economic and Financial Dialogue. 

Voices are growing for clearer strategic 

action by the public sector, specifically 

Governments, to create a flight path 

towards the targets set out in the Paris 

Agreement. Meanwhile, the Private 

sector is continuing to bring ESG / 

Sustainable finance into the mainstream; 

the buy-side has been mobilised for 

a while and is increasingly making 

sustainable investment commitments 

or strategies to divest away from 

fossil fuel heavy sectors/ issuers.

Currently though a lot of focus is 

spent across the public-private sector, 

discussing the need for regulations, 

incentives and harmonisation. This 

is a welcome discussion, but lacks 

one crucial element: Ambition. One 

of the key questions to be answered 

is how ambitious are Government’s 

plans, globally, on building a sizable 

Green Bond capital markets?

If we are to continue to grow the market 

organically, balancing the roles of the 

public and private sector in a similar 

manner to how it exists today, we do 

not foresee any significant changes, or 

leaps, in the growth rate or mobilisation 

of sustainable financing or associated 

sustainable project investment.

However, if Governments see a need 

to move faster, or have the ambition 

to reach the scale required, to execute 

on the Paris Agreement, there will 

need to be significant changes 

to the way we access financing 

and risk capacity – which means 

a structural change is needed.

A number of solutions present 

themselves. Firstly, incentivising our 

way to a significantly larger green bond 

market. This could be done via national 

fiscal incentives or with potential 

changes to regulations. Secondly, the 

public sector take further steps to crowd 

in the private sector by providing them 

with access to low cost funding and, or, 

providing increased risk taking capacity 

to sustainable projects. This could be 

done primarily via the MDBs, but to 

facilitate this, an adjustment to their 

Mission Statements and capital structure 

might be needed to create scale.  

Finally, there is a growing focus from 

Sovereigns to enter the Green Bond 

market and to pave the way for the 

private sector through benchmark 

issuance. We have recently seen 

announcements from France, Nigeria 

and Kenya that are open to enter 

the green bond market, as well as 

announcements from several countries 

explaining their developing strategies for 

how to become sustainable financing 

hubs for their respective region.

In conclusion, the sustainable product 

solutions are there, but we still have to 

see the public sector set the ambition 

for financing going forward. With the 

focus still on Brexit and Trump’s rhetoric 

on energy security and wavering 

commitment to the Paris agreement, 

uncertainty will undoubtedly remain. 

Leadership can take many forms, 

however political actions appear 

likely to again shape the future.

1https://www.pimco.com/insights/economic-and-market-commentary/global-markets/asset-allocation-outlook/altitude-adjustment
2http://www.cop21.gouv.fr/en/185-countries-have-committed-to-reducing-their-greenhouse-gas-emissions/
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China and India –  
Raising the Bar
China: The “Hangzhou Consensus” points the way 

forward for Green Bonds

If issuance volumes in the global green bond market breach 

the psychologically important $100 billion barrier in 2016, the 

principal drivers will be China and India. Traditionally considered 

as two of the world’s polluters-in-chief, these giants of the 

emerging market universe are now recognised for raising 

the bar in sustainable finance. China alone accounted for 

about a quarter of total new supply in the global green bond 

market in the first half of 2016, and issuance accelerated 

in the third quarter. This was driven by borrowers such as 

Bank of China, which followed its giant $3.03 billion five-

tranche green bond in July with a covered green transaction 

mandated at the end of October. HSBC is one of the three 

joint global co-ordinators for this innovative transaction, which 

is secured by a portfolio of Chinese climate-aligned bonds.

However, the leadership role being played by China and 

India in the market for sustainable finance is indicated 

not just in green bond issuance statistics. Perhaps more 

important, it is reflected in the new standards that both 

markets are setting in terms of governance and efficiencies. 

Of course, both China and India still have a mountain to 

climb in terms of addressing the environmental challenges 

created by rapid industrial growth and urbanisation. However, 

in early September, China re-emphasised its commitment 

to leading the global battle against the damage caused by 

global warming, when Beijing and Washington both formally 

agreed to ratify the Paris Agreement on climate change. 

Prior to this landmark agreement, China set out its stall 

for turbocharging the growth of sustainable finance when 

seven government agencies, including the People’s Bank of 

China (PBoC), co-issued their “Guidelines on Establishing 

the Green Financial System”. According to the PBoC, these 

guidelines stress that their primary purpose is to “mobilize and 

incentivize more social (or private) capital to invest in green 

sectors, while restricting investment in polluting sectors.” 

The guidelines also standardize third party verification and 

green bond disclosure requirements, introduce more support 

for green bond issuance and recognise green bonds as a key 

component of the Chinese financial system. Their overall 

objective was summarised by Zhou Xiaochuan, Governor 

of the PBoC, when he noted that “in China, establishing a 

green finance system has become a national strategy.”

These measures are being supported at the highest 

level of government. According to the Climate Bonds 

Initiative, the meeting that signed off on the guidelines 

was, unusually, chaired by President Xi Jinping5.

Local commentators recognise that while establishing 

these guidelines is constructive, plenty still needs to be 

done if sustainable finance is to deliver on its promises in 

China. Writing in China Daily in October, Jiang Qingyun 

of the Shanghai Center for Global Trade and Economic 

Governance6 identified a number of challenges that China 

needs to overcome in the implementation of a green 

financial system. These include addressing shortcomings 

in enforcement and transparency, encouraging more 

Chinese banks to play a proactive role in developing 

green financial products, supporting more widespread 

adoption of the Equator Principles in project financing, 

and promoting large-scale private investment. 

Nevertheless, it is clear that the announcement of China’s 

guidelines on a green financial system represent another 

important step forward in its push towards addressing the 

environmental consequences of rapid industrialization. 



September’s joint declaration by China and the US, which are 

the world’s two leading emitters of greenhouse gases, came 

on the eve of the G20 Summit in Hangzhou, where China 

reaffirmed its commitment to positioning itself as a leader 

in sustainable finance. The Communiqué issued by the G20 

leaders at Hangzhou observed that “we recognize that, in 

order to support environmentally sustainable growth globally, 

it is necessary to scale up green financing. The development 

of green finance faces a number of challenges, including, 

among others, difficulties in internalizing environmental 

externalities, maturity mismatch, lack of clarity in green 

definitions, information asymmetry and inadequate analytical 

capacity, but many of these challenges can be addressed by 

options developed in collaboration with the private sector7.”

“We welcome the G20 Green Finance Synthesis Report 

submitted by the Green Finance Study Group (GFSG) and 

the voluntary options developed by the GFSG to enhance 

the ability of the financial system to mobilize private capital 

for green investment,” the Hangzhou communiqué added.

Although some have criticised the so-called “Hangzhou 

Consensus” for being short on detail, the Chinese-led 

initiative and the precedent it has set for developed and 

emerging markets alike was welcomed by UNEP chief 

Erik Solheim. “The commitment by China’s most senior 

leadership to greening the country’s financial system 

reinforces the country’s ambition to both reshape its 

domestic financial system and serve the needs of green 

inclusive development,” said Solheim at Hangzhou. “We 

hope this will encourage other nations to do likewise8.”

Others agree that the blueprint being established by China 

in the green capital market will have profound implications 

for sustainable finance the world over. Speaking at a 

seminar in October, BlackRock’s Vice Chairman, Philip 

Hildebrand, went so far as to argue that “China’s green 

finance reforms will be seen as a pivot point in the history 

of the development of the world’s financial system9.”

HSBC believes that following the publication of the 

new guidelines on accelerating the roll-out of its green 

financial system, China will intensify its efforts to 

encourage more private sector investment. This may 

involve setting up more incentive structures both at a 

national and local level through, for example, guarantee 

programmes and green development funds.10 

HSBC also expects a set of rules to be drawn up allowing 

for the issuance of local government or “municipal” green 

bonds to finance medium and long term sustainable projects11. 

With Beijing committed to promoting the sustainable 

financing of so-called “outward investment” projects such 

as the infrastructure supporting its ambitious Belt and Road 

initiative, it is probable that China will continue to lead the 

way in the green bond market for some time to come. 

To put the growth potential of the Chinese green bond 

market into perspective, total issuance by the end of 

the first half of 2016 equated to about 2% of the total 

assets of China’s commercial banks. Little wonder that 

Ma Jun, the highly respected chief research economist 

at the PBoC, has said that he expects demand for 

Chinese Green Bonds to grow twenty times12.

India’s Growing Commitment to Green Financing

India, meanwhile, which accounts for around 6%13 

of total global greenhouse gas emissions, has also 

continued to make rapid progress in adding to the depth 

and liquidity of its green bond market and strengthening 

the structure and governance of the market. 

It is easy to see why India is prioritising the development 

of its green capital market as a means of limiting the 

environmental fallout from rapid industrialisation and 

population growth. India has highly ambitious and far-

reaching plans for infrastructure development, which 

call for investment of some $1.5 trillion over the next 10 

years14. At the same time, the government plans to increase 

renewable energy capacity from 37 gigawatts today to 175 

by 2020, and to generate at least 40% of its energy mix 

from clean sources such as wind and solar by 203015. 

 E issued 

The Communiqué issued by  
the G20 leaders at Hangzhou, 
observed that

“   we recognise that, in order 
to support environmentally 
sustainable growth globally, it 
is necessary to scale up green 
financing. The development of 
green finance faces a number 
of challenges, including, among 
others, difficulties in internalising 
environmental externalities, 
maturities mismatch, lack of clarity 
in green definitions, information 
assymetry and adequate analytical 
capacity, but many of these 
challenges can be addressed by 
options developed in collaboration 
with the private sector. ”

6



7

If India is to deliver even partially on these goals, 

substantial infl ows of private sector investment will be 

needed, given the country’s high fi scal defi cit. A growing 

proportion of this investment is likely to be raised through 

the capital market, with the local and international green 

bond market an obvious source of support for projects 

meeting more rigorous environmental standards. 

An increasingly diverse range of Indian borrowers is 

already responding to the funding opportunities open to 

them in the green bond universe, with issuers such as 

Yes Bank, ReNew Power and the utility, NTPC Power, 

all examples of recent visitors to the new issue market. 

A fl urry of issues this year had made India the world’s 

seventh largest green bond market by the end of October. 

As in the Chinese market, however, perhaps the most 

signifi cant recent development in the Indian sustainable fi nance 

space has been the commitment to the long term growth of 

the green bond market among local policymakers, banks, 

investors and other market participants. October marked 

the fi rst meeting of the Green Bond Market Development 

Council, a joint initiative of the Federation of Indian Chambers 

of Commerce and Industry (FICCI) and the Climate Bonds 

Initiative (CBI). The Council, which brings together a who’s-

who of senior representatives from commercial and investment 

banks, insurance companies, stock exchanges 

and public and private sector companies, will draft a national 

blueprint and provide guidance to the government on the 

further development of the Indian green bond market.

5 Climate Bonds Initiative blog, October 22 2016
6 www.chinadaily.com.cn October 11 2016
7 http://www.unep.org/newscentre September 5 2016
8 http://www.climatechangenews.com/2016/09/06/chinas-top-ministries-commit-to-green-fi nance-drive/
9 Climate Bonds Initiative blog, October 22 2016
10 The Green Finance Race, HSBC Research September 29 2016
11 The Green Finance Race, HSBC Research September 29 2016
12 www.chinadaily.com.cn.en/business July 9 2016
13 http://edgar.jrc.ec.europa.eu/news_docs/jrc-2015-trends-in-global-co2-emissions-2015-report-98184.pdf 
14 http://economictimes.indiatimes.com June 26 2016
15 Bloomberg, July 3 2016

7
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Marrakech maps  
climate course
Zoe Knight, Global Head, Climate Change Centre of Excellence, HSBC Global Research 

In November around 22,500 negotiators, 

investors, corporates and civil society 

organisations descended on Marrakech 

for the 22nd annual round of climate 

talks – known as the conference of 

the parties. The climate goal is to limit 

temperature rises to less than 2°C versus 

pre-industrial times, or preferably 1.5°C. 

2016 was a year of strong momentum 

for action on climate change. The rapid 

number of ratifications brought the Paris 

Agreement into force on 4 November, 

far quicker than the climate community 

expected. So far, 112 countries covering 

c75% of Global Greenhouse Gases 

have ratified the deal, with 10 countries 

formally joining during the talks. 

Now the goal is to finalise the rulebook 

on implementation of the climate aims. 

A lot of this is related to measuring, 

monitoring and verifying whether 

countries are doing what they said 

they would in relation to the climate 

pledges that were put forward before 

the Paris Agreement was adopted. The 

key points are for more guidelines on 

Greenhouse Gas accounting, establishing 

mechanisms to help with collective 

action, transparency and consistency. 

 

There is still a lot of work to do to 

keep temperatures down. A report 

published by the UN Environment 

programme during the talks found 

that if the unconditional pledges put 

forward by countries are delivered, 

temperatures will still be 3.2°C higher 

than pre-industrial levels (1850-1900) 

by 2100, far short of the 2°C aimed 

for1. There was therefore a lot of focus 

on how to raise the ambition levels of 

countries in addressing climate change. 

At the same time, during COP 22, the 

World Meteorological Organisation 

issued a provisional statement that 

2016 is very likely to be the hottest 

year on record, which would be the 

second consecutive year that this has 

been the case. Global temperatures 

for the January to September 

period were approximately 1.16°C 

above pre-industrial levels2.

These two points meant there was a 

lot of emphasis on raising ambition for 

decarbonisation. The country climate 

plans are for actions between 2020 and 

2030. Between now and 2020 is a critical 

time to avoid locking-in high carbon 

energy infrastructure. In addition some 

countries focused on long term goals by 

publishing mid-century low greenhouse 

gas emissions development strategies. 

The end result of the conference was 

the Marrakech Action Proclamation, 

adopted by all the Parties of the 

UN umbrella body - UN Framework 

Convention on Climate Change. The 

proclamation highlighted a “call for 

the highest political commitment to 

combat climate change, as a matter 

of urgent priority”. Such a statement 

has not come out of a COP before. 

In addition, Marrakech carried on the 

emphasis of Paris on the work that is 

coming from so-called non state actors 

– corporates, investors, cities and civil 

society. The Marrakech Partnership 

for Global Climate Action focused on 

the need to deliver on more ambitious 

and faster climate action before 2020. 

The initiative focused on financing by 

highlighting the need to scale up support 

and investment in climate solutions; 

translate country climate pledges into 

investment-ready vehicles and scaling 

up investment in infrastructure. 

The Marrakech COP was the ‘making 

it work’ COP. It made good progress 

on developing the rule book for 

implementing the Paris Agreement 

and reiterated the momentum behind 

efforts to tackle climate change. 

1 https://wedocs.unep.org/bitstream/handle/20.500.11822/11206/EGR_2016_presentation.pdf?sequence=1&isAllowed=y
2 http://public.wmo.int/en/media/press-release/provisional-wmo-statement-status-of-global-climate-2016
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The Quarter in Review
A recurring theme this quarter has been the unavoidable connection between governmental politics and the Socially 

Responsible Investment market. There was anticipation of greater international cooperation at the COP22 meeting in 

Marrakech but now also the potential threat to cooperation that a new American agenda could fuel. Regardless, the green 

bond market has continued to be bolstered by more innovation in use of proceeds, structures and types of issuers.

The Election of Donald Trump raises uncertainty for the 

path of SRI globally but investors and COP delegates 

plan to progress regardless. The United States has chosen 

a President-elect whom it is anticipated will place ESG 

policies low on the agenda, and furthermore will have the 

support of a Republican dominated Senate and Congress in 

enacting or amending policy such as the Clean Power Plan.

President-elect Trump’s rhetoric on prioritising 

American energy security over   environmental issues 

leaves little room for the ESG agenda which the 

United States had previously come to lead on. 

A key ESG area exposed to upheaval is energy. Trump 

has pledged to cancel the landmark Paris Agreement and 

supports the coal industry, having stated he will “Save 

the coal industry” during an energy policy speech in 

May and as part of his “America first energy plan”1. 

The United States still owes the $2.5bn it pledged to the UN 

Green Climate Fund and there is contention as to the ease 

with which it can withdraw from the Paris Agreement, which 

was progressed this month at COP22. Indeed, Scientific 

American has suggested that leaving after having committed 

to the pledge could be breaking international law2.

Nevertheless, leaving the Paris agreement could 

take four years3 (if it did even happen) and early 

statements from socially responsible investors already 

show hope that private investment will galvanize 

in the absence of government incentives4.

The Financial Stability Board (FSB) Taskforce on 

Climate-related Financial Disclosures progress through 

the phase II report and recommend that companies 

reveal how they will be affected by policies introduced 

to restrict global warming to no more than 2°C5.

Taskforce members received the draft of the phase II report 

in October and returned their comments on November 4th.

The phase II report was discussed at an FSB board meeting 

on 18 November and will be issued in early December 

for a 60-day public comment period. It is available at 

the publications section of the FSB’s website6. 

Updates will be presented to the meeting of G20 

finance ministers in the first quarter of 2017.

The scenario analysis suggested in the phase II Report 

specifically refers to disclosing the change in value of 

assets, capital expenditure, acquisitions, disposals and 

profits in relation to fluctuations in climate.  This will 

build upon phase I’s recommendations encouraging 

the comparability and clearness of disclosures. 

1https://www.donaldjtrump.com/press-releases/an-america-first-energy-plan
2https://www.scientificamerican.com/article/could-trump-simply-withdraw-u-s-from-paris-climate-agreement/
3https://research.uk.hibm.hsbc/R/10/KsJsBWhWGnLL
4https://newsletters.briefs.bloomberg.com/document/cEOJrBXItr-T9hINQRzRlQ--_9ez1yfsoojsz13is89y
5https://www.environmental-finance.com/content/news/fsb-taskforce-will-require-companies-to-perform-2oc-scenario-analysis.html
6https://www.fsb-tcfd.org/publications/
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The 22nd COP, took place in Marrakech from the 

7th – 18th November under the context of greater 

political uncertainty and concern regarding cooperation 

of a key member, the United States. Of course also 

on the agenda was the implementation of targets of 

the Paris Agreement set at COP21 last year7. 

Greater detail and specificity of plans emerging from 

discussions at COP22 provided significant clarity for countries 

and businesses in taking concrete measures to reduce negative 

environmental impacts of business. This was however, 

made a little ambiguous by the United States’ change of 

government, as it is the second largest emitter of CO2 globally. 

COP22 highlighted the capacity of finance to incentivise 

change with measures such as taxes, carbon credits and 

subsidies which are increasingly realised by governments, 

while the demand from investors supports this. 

UK government sets up unit to develop policy on 

social investment and responsible business.

The UK government announced in October a new 

Inclusive Economy Unit that will develop policy on 

social investment and responsible business8. 

The new unit will build on the existing Social Investment 

and Finance Team in the Office for Civil Society by 

strengthening the social investment market and social impact 

bonds, expanding public service mutuals, and supporting 

mission-led business. In particular there will be a focus on 

encouraging private investment and business to provide 

financing for expanding employment opportunities9.

This unit will be staffed by an existing team previously 

working on social investment policy, partnering with 

government and business to implement goals.

The announcement of the departure of Bank of 

England Governor Mark Carney in 2019 represents 

a potential loss of recent policy support for 

green finance and climate disclosure.

Carney, has previously championed green finance, publicising 

the investment risks of climate change, serving a chairmanship 

of the Financial Stability Board and being crucial in the creation 

of the Task Force on Climate Related Financial Disclosures.

Mark Carney is credited with having provided a platform 

for the discussion of climate change and its impact on 

financial stability on an economic policy level. While 

there have been few public indications of who Carney’s 

replacement will be, socially responsible investors will 

undoubtedly closely observe who his successor might be10.

7https://research.uk.hibm.hsbc/R/10/SFKlXTDWGnLL
8https://www.responsible-investor.com/home/article/uk_government_sets_up_unit_to_
develop_policy_on_social_investment_and_respo/
9https://www.gov.uk/government/news/government-announces-inclusive-economy-unit
10https://www.responsible-investor.com/home/article/ri_comment_carneys_departure/

10
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Key facts & figures – 
Including deals and state of the market
Q4 2016 has continued the trend of stellar year-ends, 

generating deal value of over USD12bn with a month still to 

go. Just under USD75bn worth of green bonds have been 

issued YTD (as at November 15th) from c. 110 transactions. 

The surge in green bond issuance this year has been 

particularly pronounced in the second half with USD41bn 

issuance which dwarfs 2014 and 2015 H2s at nearly 

USD16bn and USD25bn respectively, this even with 

a further month of potential issuance to come. 

That said, Q3 2016, with several particularly large 

deals, remains the quarter of greatest issuance at 

almost USD29bn, as issuers sought to pre-empt 

key macro-economic calendar events in Q4, and this 

will be hard to beat, but we are confident overall YE 

issuance volume will surround the USD85bn mark.

Deal Pricing Date 

by Quarter 

Deal Value $ 

(Proceeds) (m)

Number of deals % rise (value of deals) % rise (volume 

of deals)

2016 YTD 74,863 110 63% 9%

2015 45,954 101 71% 31%

2014 26,820 77 _ _

2016 2Htd 41,241 73 64% 16%

2016 1H 33,622 37 62% -3%

2015 2H 25,217 63 58% 5%

2015 1H 20,737 38 91% 124%

2014 2H 15,990 60 – –

2014 1H 10,830 17 – –

2016 Q4td 12,297 27 -31% -31%

2015 Q4 17,723 39 87% 15%

2014 Q4 9,477 34 – –

2016 Q3 28,945 46 286% 92%

2015 Q3 7,493 24 7% -8%

2014 Q3 7,013 26 – –

2016 Q2 14,231 22 33% 5%

2015 Q2 10,684 21 132% 320%

2014 Q2 4,613 5 – –

2016 Q1 19,391 15 93% -12%

2015 Q1 10,053 17 62% 42%

2014 Q1 6,217 12 – –
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Following on from last years’ position as top 3 

underwriting bank for Green Bonds, HSBC has acted as 

Green Structuring advisor on  many of the innovative 

transactions in 2016, some of which are noted below, but 

if you are interested in any other transaction, please do not 

hesitate to get in touch with the team and find out more.

Mexico City Airport makes history by launching 

the first green bond to ever finance an airport and 

the largest Latin American green bond issued 

to date. As green structuring adviser HSBC was 

instrumental in Mexico City Airport transaction 

achieving Moody’s highest level of green accreditation, 

GB1 and Sustainalytics Second Opinion.

Mexico City Airport Trust issued a USD2bn dual tranche 

(USD1bn 4.25% 10yr & USD1bn 5.5% 30yr) on the 

22nd September. Ambitions to become the 16th carbon 

neutral airport outside Europe, as well as managing 

the requirements of a large number of environmental 

covenants placed on the existing loans granted, provided 

a natural fit for the issuance of a green bond.

Use of proceeds will ultimately fund construction of 

the new site, including: the lower carbon terminals and 

control tower buildings, on-site solar PV installation 

(to renewable energy power to the site) and waste 

& water management treatment facilities.
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Issuance progression by sector

2006-2016YTD issuance currencies 2006-2016YTD issuance currencies

Issuance progression by region

36% 35%

37% 28%

3%

1%

11%

24%

4% 4%
9% 8%USD 

EUR 
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CNY 

SEK 

OTHER 

USD 
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Supported by a strong credit profile, 

HSBC’s structuring advice to NAICM 

provided a transparent and robust 

framework which reinforced investor 

confidence in the green credentials of 

the trade. The transaction attracted 

sizable tickets from a number of new 

high-quality Asian, European and 

American investors, ending in North 

America (52% and 45.7% of demand for 

the 10yr and 20yr tranches respectively) 

followed by Europe(27.3% and 32.7% 

for the 10yr and 20yr respectively)  

and Asia (10.6% and 13.6% for 

the  10yr and 20yr respectively).

NTPC issued the first green masala 

bond. HSBC utilised its green market 

expertise to assist NTPC with 

structuring the first green masala 

bond from an industrial corporate with 

an independent certification. NTPC 

issued an INR20bn 5yr 7.48% green 

masala bond on the 3rd August.

NTPC, the largest power company in 

India, required funding to finance and 

refinance 10,000MW of renewable 

energy projects by 2022. The SRI 

market is particularly analytical of 

industrial corporates involvement in 

the green bond market, but HSBC’s 

consultation with NTPC, second party 

reviewers and investors culminated in 

a framework that inspired considerable 

confidence from the global investor 

base, with distribution split 70% Asia 

and 30% Europe (while final price 

guidance reduced to 7.5% from 7.6%).

MTR became the first Asian rail 

corporate to issue a green bond 

with an external review. Acting as 

green structuring adviser, HSBC 

brought unprecedented demand 

to this first-of-its-kind green bond 

issuance. The rail corporate issued 

its inaugural USD600m 10yr green 

bond on the 24th October 2016.

MTR Corporation, the sole railway 

operator in Hong Kong, is committed 

to rail transport as a low carbon travel 

alternative. The issuance of a green 

bond perfectly matched MTR’s funding 

needs with the positive environmental 

impacts of encouraging rail use. 

Use of proceeds will be low-carbon 

transportation (such as electric rail), 

energy efficiency (including installation 

of computer sensors for emissions 

monitoring and control), pollution 

prevention (including technologies that 

increase air circulation and filtration) and 

real estate (ensuring rail related buildings 

reach third party environmental standards 

such as LEED, BEAM and BREEAM).

A robust framework and transparent 

second opinion supported considerable 

demand as reflected in a 2.3x 

oversubscription level which allowed the 

reoffer spread to tighten considerably 

to T+80bps from IPTs of T+95bps.

OTHER NOTABLE DEALS
Bank of China:    First green covered bond 

USD500m 1.875% Nov 2019 
(second green deal)

SNCF Reseau:    First green bond issued by a 
mainland European transport 
company, EUR900m 1% Nov 
2031, (Inaugural deal)

Modern Land:    First green bond from High 
Yield Corporate in Asia, 
USD350m 6.875% Oct 2019, 
(Inaugural deal)

Rabobank:    First of its kind dual Green 
and Sustainability Bond 
framework,  EUR500m 0.125% 
Oct2021, (Inaugural green deal) 



ICMA and the 
Green Bond 
Principles
An interview with Nicholas Pfaff, Senior Director and Secretary to the  

Green Bond Principles.

Since the creation of the Green Bond 

Principles (GBP) in early 2014, the 

International Capital Market Association 

(ICMA) has played a pivotal role in 

the evolution and governance of the 

Green Bond market. The Green Bond 

Principles, which are a voluntary 

framework for issuers accessing this 

fast growing market, now has over 

200 members and observers, drawn 

from across the entire community of 

stakeholders in the bond market. 

Each year, these members select 

an Executive Committee, which 

is currently made up of 24 market 

participants divided equally 

between issuers, intermediaries 

and investors. The Committee’s key 

responsibility is the publication of 

the annual update of the Green Bond 

Principles based on a consultation 

of its members and observers. 

“As it is based on an interactive 

dialogue with stakeholders throughout 

the market, the GBP has established 

itself as a de facto standard for the 

international Green Bond market,” 

says Nicholas Pfaff, Secretary of the 

Green Bond Principles and a Director 

in Market Practice and Regulatory 

Policy at ICMA. Pfaff’s previous roles 

as an investment banker at Goldman 

Sachs and BNP Paribas, and as a 

senior banker at the European Bank 

for Reconstruction and Development 

(EBRD), mean that he brings a wealth 

of private and public sector experience 

to the Executive Committee.

The Committee’s most recent update 

to the Green Bond Principles, published 

in June, contains several amendments. 

Pfaff highlights four of these, each of 

which are aimed at strengthening and 

clarifying governance standards and 

safeguarding the integrity of the market.

The first is an online transparency 

initiative, named the GBP Resource 

Centre, which was fully launched in 

November and creates two sets of 

templates hosted by ICMA. One of 

these allows issuers in the Green Bond 

market to explain how they believe their 

issuance programme is aligned with 

the Green Bond Principles. The other 

template is designed for second and 

third parties to give a more detailed 

summary of the external reviews – 

ranging from audits to environmental 

expertise – they provide for issuers.

The second key update outlined in 

June expanded to nine the number 

of categories for the eligible use of 

proceeds from green bonds. Perhaps 

more important, it provides significantly 

more detail about each category. 

A third amendment in the June update, 

says Pfaff, aims to inject more clarity 

into the definition of green bonds, 

by drawing a distinction with so-

called pure play issues and the wider 

universe of climate-aligned bonds. As 

Pfaff says, there is a clear difference 

between green bonds as defined by 

the GBP and pure play issues  by, for 

example, companies dedicated to the 

development of renewable power, 

which may nonetheless provide funding 

for more general corporate purposes.

The fourth update highlighted by Pfaff 

is also designed to provide more clarity 

by issuing guidelines on the definition 
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of Social Bonds, and sustainability 

instruments where the use of proceeds 

may be a mix of social and green 

projects. “The market for pure Social 

Bonds is a much smaller universe than 

the market for Green Bonds,” says 

Pfaff. “But as it is a universe with plenty 

of potential, it is important to have 

clear guidelines on their definition.”

Ulrik Ross, Global Head of Public Sector 

and Sustainable Financing, Debt Capital 

Markets, HSBC adds, “We realised, at 

an early stage, the potential importance 

of the social aspect of financing and as 

a result we were one of the co-writers 

of the ICMA Social Bonds - Guidance 

for Issuers. It was clear to us that 

investors, especially over the last 18-24 

months, were integrating a more holistic 

approach to ESG implementation across 

multi-asset classes and portfolios. That 

meant that we not only saw increased 

investment demand for Green Bonds 

but also for Social Bonds. Based on 

this, we worked closely with the 

market, especially ICO, to develop 

the social bond market, which we see 

going from strength to strength”.

Challenges Ahead

The updates published in June 

represent another important step 

forward for the Green Bond market. But 

as Pfaff says, there are still plenty of 

challenges that need to be overcome if 

the market is to deliver on its potential. 

OECD studies suggest that based 

on the capital mix for a typical green 

project, annual issuance of between 

$620 and $720 billion needs to be 

reached by 2035 if global warming is 

to be restricted to below 2 degrees 

as agreed in the COP21 talks. This 

compares with a projected issuance 

total of about $80 billion in 2016.

“At the current rate of growth we 

could reach that target within the 

next five years,” says Pfaff. “But 

to maintain current growth rates 

several things need to happen.”

The first of these, says Pfaff, is that the 

corporate sector in developed countries 

needs to embrace the concept of Green 

Bonds with the same enthusiasm that 

has been shown by other borrowers, 

such as multilateral development 

banks, national development agencies 

and some municipalities. While a 

rising number of investment grade 

corporates, especially in Europe, 

have been exploring the potential of 

green bonds, many remain hesitant 

about the lack of credible investment 

opportunities and lack of relevant 

analysis. In order to mainstream 

issuance among corporate borrowers, 

says Pfaff, it may be necessary to 

provide specific incentives for issuance 

of, and investment in, Green Bonds 

over their conventional counterparts.

A second prerequisite for ensuring 

that issuance volumes continue to 

expand, adds Pfaff, is the promotion 

of the Green Bond market across the 

emerging market universe. “There have 

been some very real success stories in 

China, and more recently in markets like 

India, Mexico and Brazil. But I believe 

that ICMA can have a real impact on 

the further internationalisation of the 

market by supporting its growth in 

other emerging markets,” he says.

As a consequence of the emerging 

new markets for Green Bonds, ICMA 

established a New Markets Task 

Force with the aim of supporting 

developmental initiatives linked with 

market expansion, innovation or 

supervision. “With the heightened 

global political attention and resources 

dedicated to execute on the COP21 

2C target, we clearly saw the 

need to create a group that could 

support especially governments, 

regulators, Stock exchanges and 

other market building stakeholders 

seeking guidance on best market 

practices. We encourage everybody 

to reach out to this group should 

you need more information and 

guidance on best practices” says 

Ulrik Ross, Joint-Coordinator of the 

ICMA New Market Task Force.    

Third, it is essential that all practitioners 

in the Green Bond universe continue to 

ensure that the integrity of the market 

is protected against being undermined 

by a loosening of governance standards 

or compromised by opacity over the 

use of proceeds – which is why this 

year’s updates to the Green Bond 

Principles are so significant. “One of 

the key aims of the 2016 updates is 

to maintain the integrity of the market 

by making sure that a Green Bond 

remains a Green Bond,” says Pfaff. 
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