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News Roundup
Whether or not the unusually destructive hurricanes that battered the 
Caribbean and the southern states of the US in September 2017 were 
the product of global warming is unclear. But the havoc created by 
Harvey, Irma and Maria was another reminder of the ruinous social and 
economic impact of environmental disasters – whatever their cause. 
According to a report published by the Environmental Defence Fund 
(EDF) in September, the three hurricanes wiped out an estimated 
$200 billion of economic valuei.

The good news is that recognition of the urgent need 
to address the issue of climate change is strengthening 
across the global fi nancial community. One of the most 
visible indications of this is the continued expansion of 
the Green Bond market, which passed a signifi cant 
landmark on September 28. This was the date on which 
the running total for global Green Bond issuance in 2017 
raced past the total of $81.6 billion raised the previous 
year, according to numbers compiled by the Climate 
Bond Initiative (CBI)ii. There are, however, many Green 
Bond databases, and some, including HSBC’s – which 
reconciles data from CBI, Bloomberg, Dealogic and 
Environmental Finance – report fi gures even higher 
than this.

Continued robust supply across the green capital 
market in the fi rst half of 2017 encouraged a number of 
market commentators to make upbeat projections on 
the prospects for issuance in 2017, even if these 
forecasts have been slightly scaled back from those 
made at the start of the year. The CBI, for example, 
believes issuance in 2017 could reach $130 billion, 
compared with $82 billion in 2016iii. 

Much of the immediate potential of the global Green 
Bond market, believe the CBI and other analysts, will 
be driven by an increase in sovereign issuance. 
Following ground-breaking benchmarks from Poland 
at the end of 2016, France in early 2017, and Fiji in 
October 2017, there has been widespread press 
coverage forecasting that Nigeria will be the next 
sovereign to issue a Green Bond. 

For the time being, expectations of rising volumes and 
increased diversifi cation in the Green Bond market seem 
to have been validated by recent issuance trends. A 
€600m eight-year issue from the utility, SSE, launched 
at the end of August, for example, was the largest Green 
Bond issued by a UK company. Priced at the lowest 
coupon the borrower had ever achieved for a senior 
bond, this also bore witness to the strength of demand 
for labelled Green Bonds.

Another recent landmark Green Bond from a European 
corporate was a €750 million transaction from the 
French railway infrastructure company, SNCF Réseau 
in July. This 30-year trade was the company’s third 
Green Bond in less than a year, and was notable for 
being the longest-dated Green Bond ever priced in 
euros. Another recent issuer of Green Bonds in the 
European railway infrastructure space was Spain’s ADIF 
Alta Velocidad which came to the market in July. 

Elsewhere in Europe, recent months have seen debut 
Green Bonds from banks such as Intesa Sanpaolo in 
Italy and Nordea Bank in Norway (both in June). 
Underlining the increasing diversifi cation of the broader 
sustainable market, meanwhile, Spain’s Tradebe 
launched the world’s fi rst green syndicated term loan 
in June, raising €265 million in an innovative 
multicurrency facility certifi ed by Sustainalytics.

Also in June, contributing to the geographical diversity 
of European issuance  was an Sfr75 million deal from 
Helvetia Environnement which was the fi rst green 
issue from a Swiss borrower outside the Schuldschein 
market.

A highlight from Central and Eastern Europe (CEE), 
meanwhile, was a €300 million 10 year benchmark in 
July from the Lithuanian utility, Lietuvos – borrower.

Outside Europe, US municipalities such as King County 
in Washington State and City of Long Beach in 
California have built on their environmental action plans 
by issuing Green Bonds. Continued robust issuance 
volumes in the US Green Bond space is encouraging, 
because it suggests that authorities at the state and 
municipal level are more alive to the threat posed by 
climate change than the White House. 

The Asia-Pacifi c region has also taken important steps 
to deepen its green capital market in recent months. 
The Asian Development Bank (ADB), for example, 
which plans to increase its annual climate fi nancing to 
$6 billion by 2020iv, built on its successful Green Bond 
issuance in August with a dual-tranche $1.25 billion 
transaction.
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In Taiwan, state-owned oil refi ner CPC Corp 
announced plans to issue NT$3 billion ($99 million) of 
green bonds, in the fi rst transaction of its kind from a 
Taiwanese public sector company.

Singapore, meanwhile, remains committed to promoting 
its credentials as a hub for green bond issuance. The 
Green Scheme, recently launched by the Monetary 
Authority of Singapore (MAS), off ers a cash grant to 
cover the costs of an independent review for non-
sovereign borrowers issuing bonds of S$200 million or 
more with proceeds channelled into environmentally 
benefi cial projects. Among individual borrowers, DBS put 
its weight behind the development of the market in July 
by launching Singapore’s fi rst Green Bond from a 
fi nancial institution, a $500 million fi ve year deal.

Elsewhere in the Asia-Pacifi c region, New Zealand’s 
second largest electricity generator, Contract Energy, 
gained climate bonds certifi cation in August for a 
NZ$1.8 billion ($1.3 billion) green loan borrowing 
programme. New Zealand has also recently seen the 
launch of its fi rst kauri Green Bond, a NZ$100 million 
10 year deal in July from the IFC, which has pioneered 
green issuance in a range of currencies in recent years. 

Growth in emerging markets is being encouraged by 
continuing support from regulators for their green capital 
markets. Issuance in India, for example, has gathered 
fresh momentum since the publication at the end of May 
by the Securities and Exchange Board (SEBI) of its Green 
Bond guidelines, which focus principally on strengthening 

disclosure and transparencyv. Soon after this 
announcement, India’s Green Bond market was given a 
stamp of approval by the IFC, when it announced that it 
had invested INR6.67 billion ($103 million) in a transaction 
from L&T Infrastructure Finance in July. The fi rst 
Indian Green Bond offi  cially approved by SEBI, the 
proceeds from the L&T issue are earmarked for 
investment in solar power projects.

Among other Indian borrowers, Rural Electrifi cation 
Corp issued a certifi ed $450m transaction in June, 
the proceeds of which are for wind and solar projects. 
The renewable energy fi rm, Greenko Energy 
Holdings, meanwhile, launched a $1 billion dual-
tranche benchmark at the end of July, which was 
Greenko’s second dollar-denominated Green Bond and 
the largest to date from a corporate borrower in Asia. 
Soon afterwards, Azure Power announced the launch 
of the fi rst Green Bond from an Indian solar power 
company, a $500 million 144a deal. 

Another international landmark from India was the 
issuance at the end of September by the Indian 
Renewable Energy Development Agency (IREDA) 
of the fi rst  green Masala (off short Indian rupee) bond to 
be listed on London Stock Exchange’s International 
Securities Market (ISM). IREDA, a state owned company 
established as a non-banking fi nancial institution, 
promotes, develops and extends fi nancial assistance for 
renewable energy and energy effi  ciency conservation 
projects in India. The company provides fi nancing for 
hydro, wind and solar energy projects, new and 
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emerging technologies, and bio energy sectors. The 
money raised from its green bond will go towards 
fi nancing renewable energy projects across the country.

In China, which has been at the forefront of issuance in 
recent quarters, activity has also continued to expand. In 
June, the hydropower company, China Three Gorges, 
issued its fi rst off shore Green Bond, raising €650 million 
in a seven-year trade which was the fi rst from China to 
be certifi ed by the CBI. It was also the fi rst euro-
denominated Green Bond from a Chinese corporate. 

Perhaps the most striking recent example of innovation 
in the Asian Green Bond market has been the 
Malaysian initiative to kickstart the development of a 
market for Green sukuk – Shariah-compliant fi xed 
income instruments. Advocates of the Islamic capital 
market have long argued that there are clear similarities 
between sukuk and ESG or SRI bonds, given that 
Shariah law prohibits investment in a number of sectors 
that are also proscribed by so-called Social Bonds.

The Securities Commission of Malaysia launched the 
world’s fi rst SRI sukuk framework in 2014vi, and in July 
of this year, the local solar energy company, Tadau 
Energy, launched the fi rst Green sukuk, certifi ed by the 
Oslo-based Centre for International Climate and 
Environmental Research (Cicero). 

Elsewhere in the emerging markets universe, the 
encouraging expansion of the Green Bond market in 
Latin America was supported with a debut bond from 
Banco de Comercio Exterior de Colombia (Bancoldex) 

in August, a fi ve year, COP200 billion ($67 million) 
transaction, which was the third “bono verde” from 
Colombia. 

Mexico, which has been at the forefront of innovation in 
the region’s green capital market, has built on its track 
record in this market, by recently announcing the 
issuance of a further $4 billion of Green Bonds to 
fi nance the new airport in Mexico City. 

In the run-up to the COP23 climate change conference 
in Bonn in November, a host of initiatives have been 
announced aimed at furthering transparency in the 
Green Bond space. These have included the launch of 
an EU Green Securities Steering Committee by the CBI 
and the European Covered Bonds Council (ECBC)vii, and 
the release by the European Commission (EC) of 
updated guidance on the disclosure of environmental 
and social informationviii. 

July, meanwhile, saw the publication of the interim 
report from the EC’s High-Level Expert Group (HLEG) on 
sustainable fi nanceix (see article on px). The HLEG’s 
report identifi es two imperatives for Europe’s fi nancial 
system. The fi rst is to strengthen fi nancial stability and 
asset pricing, in part by improving the assessment and 
management of ESG issues. The second is to enhance 
the contribution of the fi nancial sector to sustainable 
and inclusive growth by supporting infrastructure 
fi nancing and accelerating the shift to a low carbon and 
resource-effi  cient economy.

I  http://www.climateactionprogramme.org/news/new-report-addresses-the-1.4-trillion-gap-in-funding-for-sustainable-infras
ii  www.climatebonds.net press release, September 29 2017
iii  www.climatebonds.net/files/files/Global_Green_Bonds_S1_Summary-2017.pdf
iv  Asian Development Bank (www.adb.org) news release, September 25 2015
v  http://www.sebi.gov.in/legal/circulars/may-2017/disclosure-requirements-for-issuance-and-listing-of-green-debt-securities_34988.html
vi   Securities Commission Malaysia (SC) Press release, August 28 2014, https://www.sc.com.my/post_archive/sc-introduces-sustainable-and-

responsible-investment-sukuk-framework/
vii  https://www.climatebonds.net/2017/07/new-eu-green-securities-steering-committee-promote-climate-finance-opportunities
viii  European Commission press release, June 26 2017
ix  https://ec.europa.eu/info/sites/info/files/170713-sustainable-finance-report_en.pdf
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Newsletter Editorial
Two steps forward, one step back? 

Considerable progress has been made since the Paris Agreement in 
December 2015, which established the goal of holding global warming to well 
below 2 degrees compared to pre-industrial levels, and of aiming to limit the 
rise to 1.5 degrees. 

At a multilateral level, important steps have been taken to 
implement the objectives set out in the 2030 Agenda for 
Sustainable Development, spearheaded by the United 
Nations in 2015, which established 17 global Sustainable 
Development Goals (SDGs). As the UNDP commented in 
October, “two years into implementation, countries are 
moving from the initial stages of creating SDG plans and 
governance models to seeing policies and partnerships 
emerge that are specifically aimed at accelerating SDG 
achievementi.”

At a national level, meanwhile, demonstrable headway is 
being made towards delivering on the nationally determined 
contributions (NDCs) agreed at the Paris talks. Described by 
the UN as being at the heart of the Paris Agreementii, these 
are a statement of each country’s long-term strategy for 
reducing carbon emissions and adapting to the impact of 
climate change. More than 150 governments have now  
put forward their proposed contributions, which the 
International Renewable Energy Agency (IRENA) describes 
as “a testament to a strong collective sense of purpose”iii. 
Specifically, IRENA reports that more than 170 countries 
have now established renewable energy targets, while 
nearly 150 have enacted policies to catalyse investments  
in renewable energy technologies.

Notable progress is also being made towards ambitious 
clean energy targets at a sub-national level. Among 
municipal authorities in the US, St Louis recently 
announced that it had become the 47th American city to 
announce its commitment to powering itself exclusively 
through renewable sources. St Louis is aiming to be 100% 
powered by renewables by 2035, although some US cities 
have already reached their renewables targetsiv.

Within the global corporate community, too, there has been 
a significant drive towards achieving a cleaner energy mix. 
Over 100 of the world’s leading companies have now 
signed up for the RE100 initiative, pledging to work towards 
a 100% renewables energy target at an operational level. 
Google, which made this commitment as early as 2012, 

recently announced that it had already reached its target, 
and has become the world’s largest corporate buyer of 
renewable powerv. This has been made possible by sharp 
declines in the cost of wind and solar power, which have 
come down by 60% and 80% respectively over the last six 
years, according to Googlevi.

The ambitious goals enshrined in the Paris Agreement have 
also been supported by the financial services community, 
with multilateral development banks (MDBs), commercial 
and investment banks, institutional investors, stock 
exchanges and ratings agencies all putting their weight 
behind the growth of a global green capital market. A 
recent indicator of the continued expansion of this market 
was the announcement in November by Moody’s that it  
had expanded its ESG team in response to investor 
requirements. “Moody’s sees investor interest in ESG 
growing with more than 1,700 asset managers and owners, 
who collectively manage over US$68 trillion of assets, 
committing to incorporate ESG issues into their investment 
analysis and decision-making processes,” the agency 
announced in Novembervii. 

The Labours of Sisyphus? 

None of these encouraging pointers, however, should be 
interpreted as a signal that the planet is winning its long-
term battle against climate change. The announcement at 
the end of October by the World Meteorological 
Organization (WMO) that concentrations of CO2 in the 
earth’s atmosphere surged to a record high in 2016viii was a 
discouraging reminder that the targets established in Paris 
may be unattainable. 

Other recent findings on environmental degradation have 
been equally disheartening. One paperix cautions, for 
instance, that coastal cities around the world could be 
devastated by rising sea levels this century unless coal-
generated electricity is virtually eliminated by 2050. 
Anotherx reports that globally, climate change alone may 
put over 1 billion people at risk of migration by the end of 
the century.  
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i  http://www.undp.org/content/undp/en/home/presscenter/speeches/2017/
statement-to-the-96th-meeting-of-the-development-committee.html

ii  UN Framework Convention on Climate Change, http://unfccc.int/focus/
items/10240.php

iii  http://www.irena.org/DocumentDownloads/Publications/IRENA_
REthinking_Energy_2017.pdf

iv http://www.aweablog.org/st-louis-100-percent
v  http://www.telegraph.co.uk/connect/better-business/business-sustainability/
businesses-serious-about-100-per-cent-renewable-energy

vi   https://www.theclimategroup.org/news/re100-member-google-set-reach-
100-renewable-electricity

vii www.moodys.com November 1 2017
viii  www.bbc.co.uk/news/topics/e6369e45-f838-49cc-b5ac-857ed182e549/

climate-change&link_location=live-reporting-story
ix  Published by Alexander Nauels of the University of Melbourne – see The 

Guardian, October 26 2017
x The Lancet Countdown Report, www.lancetcoutdown.org
xi www.unenvironment.org/resources/emissions-gap-report November 2017

The most disquieting recent summary of the magnitude 
of the environmental challenges faced by the planet was 
spelt out in the UN Emissions Gap Reportxi published in 
November. This warns that “there is an urgent need for 
accelerated short-term action and enhanced longer-term 
national ambition if the goals of the Paris Agreement are 
to remain achievable.” Ominously, this added that “the 
NDCs that form the foundation of the Paris Agreement 
cover only approximately one third of the emissions 
reductions needed to be on a least-cost pathway for the 
goal of staying well below 2 degrees Celsius. The gap 
between the reductions needed and the national pledges 
made in Paris is alarmingly high.”

Against this backdrop, in some respects the task of 
achieving the Paris goals look Sisyphean. The good news, 
however, is that there is plenty more that can and should be 
done if the world is to slow or even reverse the current rate 
of global warming. Existing and planned investment in 
renewable energy, for example, still falls well short of what 
is desirable and possible against a backdrop of falling costs. 
According to IRENA, even if all current national plans are 
implemented in full, the share of renewables in the total 
global energy mix will rise only slightly, from 18.3% to 21% 
by 2030. 

IRENA says that this is a striking measure of the unexploited 
potential of renewables, and is calling for a more aggressive 
pursuit of renewable energy options, resulting in a doubling 
of their share to 36% by 2030. Aside from its likely impact on 
climate change, IRENA calculates that this has the potential 
to create 24.4 million jobs, generate an additional $1.3 trillion 
of GDP and save up to $4.2 trillion annually on avoided 
expenditures related to climate change and air pollution. 

In clean energy and other sectors of sustainable 
development, however, the general consensus is that 
resources within the public sector are inadequate to address 

the long-term menace of global warming, and that the 
private sector is not yet suffi  ciently engaged in supporting 
sustainable development. As the UNDP notes, “overall, 
today’s global fi nancial system is not channelling savings 
towards investments to support long-term sustainable 
development objectives. This needs to be addressed 
through policy interventions aimed at incentivizing greater 
SDG investments.”

It is widely recognised that there is still ample scope 
for attracting more private sector capital to support 
investment in sustainable development. Growth in the 
Green Bond market, for instance, which still represents no 
more than a tiny fraction of the global fi xed income market, 
could be turbocharged by initiatives ranging from tax 
incentives to enhanced standardisation and a commonly 
observed taxonomy.

More broadly, increased fl ows of private sector capital could 
be mobilised through a greater focus on risk-sharing among 
public sector institutions, led by multinational development 
banks (MDBs). Foremost among initiatives aimed at 
leveraging public sector resources to transform billions of 
dollars of investment into trillions are the so-called Hamburg 
Principles, or the MDBs’ strategy of crowding-in private 
sector fi nance for growth and investment. These Principles 
are based on a three-pronged strategy of strengthening 
investment capacity and policy frameworks at national and 
sub-national levels, enhancing private sector involvement and 
prioritizing commercial sources of fi nancing, and enhancing 
the catalytic role of MDBs themselves. 

Given the scope of the challenges that lie ahead, it is easy to 
see why the agenda at high-level events such as the COP23 
meeting in Bonn in November and the Paris Climate Summit 
in December focus intensively on the urgent need for 
increased private sector investment in support of the 
continued fi ght against climate change.

“...there is an urgent need for 
accelerated short-term action 
and enhanced longer-term 
national ambition if the goals of 
the Paris Agreement are to 
remain achievable.”
UN Emissions Gap Report, November 2017



Mind the gapi

The role of blended fi nance in infrastructure investment to tackle 
climate change  

While arguments continue over precise numbers, everyone agrees on two 
things: that the amount of infrastructure investment needed to tackle climate 
change is very large; and that the gap between what’s needed and what’s 
happening currently is still too wide. 

According to McKinsey, if we are to deliver on the 2015 
Paris Agreement and limit temperature rise to two degrees 
or less, we need to fi nd at least another $1 trillion for new 
infrastructure every year between now and 2030.

Much of this new infrastructure is needed in emerging 
markets, where the risks of doing business are often higher 
– creating a possible disincentive for private sector 
involvement. Various eff orts are being made to reduce 
these risks and to mobilise the vast sums of private 
investment that are potentially available. So-called “blended 
fi nance” – in which the risks of projects are shared between 
the private sector and the multi-lateral development banks 
(MDBs) and other development fi nancial institutions (DFIs) 
– off ers a possible solution. 

For a major project fi nance bank like HSBC, with a focus on 
emerging markets, closing this infrastructure gap off ers the 
prospect of fi nancing more projects in more countries – 
including in sectors and regions where currently our risk 
appetite and those of our clients may be limited.  

The Multilateral Development Banks (MDBs) are central 
to this ambition. They have committed to bringing “billions” 
to catalyse the “trillions”, largely from the private sector. 
At the G20 Hamburg Summit this year, they adopted 
principles and proposed a common framework for 
“crowding-in” private sector fi nance1. HSBC is keen to 
support this work and to help develop blended fi nance 
techniques that will crowd-in more private fi nance that 
is currently searching for yield. When government bonds 
and other mainstream assets classes are generating very 
low returns for investors, accessing alternatives like 
infrastructure off ers the prospects of better yields and 
the benefi ts of matching long-term assets with long-term 
liabilities like pensions. For this to happen at scale, the risk 
return profi le of infrastructure investment will need to 
change as other entities like the MDBs take on some of the 
risks. Understanding what risks are typically associated 
with large-scale infrastructure projects and why the private

8



i This article is based on a longer paper from Group Public Aff airs to the Argentine G20 Presidency of Oct 2017. 
1 MDBs’ Joint Principles and Ambitions on Crowding-In Private Finance (“Hamburg Principles and Ambitions”). 

sector fi nds them diffi  cult to take on its own is key to 
understanding where blended fi nance needs to be applied. 

Common examples will include the risks associated with 
the political and policy environment of the host country. 
For example, concerns around the political stability of the 
government, the reliability of its legal framework and the 
specifi c contracts drawn up for the project to go ahead may 
be suffi  cient to act as a disincentive for the private sector.  
These may be exacerbated by judgments on the economic 
fundamentals of the country and the volatility of its currency 
– which can seriously undermine the economic viability of 
the project.

Other risks will be more project-specifi c – associated 
with its design and construction phases. These typically 
include risks of cost overrun or delay which can be highly 
detrimental to a project. Sometimes these will be linked 
to the credibility of the winning consortium for the project. 
Sometimes they are more fi nancial in nature. Will the 
promised returns materialise – and will the terms of the 
concession scheme generate the revenues from users 
necessary to repay investors?  

Ensuring these risks are picked up may require provision of 
guarantees or credit enhancement facilities. The key 
question for policy makers is how to bring scale and a 
degree of simplifi cation to what are often complex and 
bespoke transactions.  

In HSBC’s view three things need to happen for blended 
fi nance to fulfi l its potential as a solution. 

First, create a toolbox of instruments specifi cally tailored to 
meet common fi nancing impediments found in project 

fi nance. This requires a systematic analysis leading to 
development on an agreed taxonomy across: 

• the diff erent types of risks as set out above;

• the diff erent sources of fi nance (pension, insurance, 
Sovereign Wealth Funds), and the risk/return 
characteristics required for each to invest; and

• the appropriate intervention in terms of risk mitigation or 
credit enhancement that can crowd-in that fi nance, 
without of course reducing risk / returns to below the level 
that would make it worth investing!

Second, simplify access to these risk mitigation instruments 
– by standardising and “industrialising” them to promote 
take-up. HSBC recommends that a series of facilities are 
set up at regional or global level. These facilities might be 
run and part-funded by MDBs, but funding could also 
come from philanthropic organisations and national 
development agencies. 

Third, construct the pipeline of projects that will be able to 
use these instruments. HSBC is already engaged at country 
level and with individual non-state authorities on how to 
turn the commitments made towards delivering the Paris 
Agreement into an achievable pipeline of bankable projects. 

Working with project sponsors, government departments, 
municipal authorities and private sector clients, HSBC can 
work alongside other institutions to establish best practice 
in project development and to help design the blended 
fi nance solutions that are tailored towards the risk profi le of 
specifi c projects – turning the ambition of the Paris 
Agreement into reality. 

9
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Infrastructure:  
Meeting climate goals while 
unlocking productivity and 
delivering growth



Governments, corporations, the financial system and 
civil society are all key stakeholders in the fight against 
climate change. Infrastructure investment decisions  
will play a key role in this fight – and they have the 
potential to lay the path to more prosperous growth at 
the same time.  
The challenge is twofold: we need to scale up infrastructure around the globe to unlock 
productivity and deliver growth, but do so in a way that minimises future carbon emissions. 

The societal need for new infrastructure is obvious: evolving economies and growing 
populations mean more energy, transport and housing. But addressing the climate problem 
at the same time means extra costs: an estimated US$100 trillion will be needed over the 
next 15 years to have a two-thirds chance of keeping global temperature rises below 2°C 
compared to pre-industrial times. 

Clearly, the way forward is to invest in infrastructure that enables a transition to a lower-
carbon world.

This means projects that deliver environmental benefits or reduce adverse impacts on the 
environment – for example, projects that help cities adapt to climate change, improve air and 
water quality, and that conserve biodiversity. 

But the most urgent climate need is to revamp the energy system: power and transport 
systems as well as real estate need to reduce emissions and at the same time become more 
resilient to more extreme weather events and other impacts of climate change. 

An easy win is to update aging power systems by making them more energy-efficient, and 
de-carbonising the supply. For instance, the World Bank estimates that in 2014 around 8.0% 
of global electricity output was lost during transmission and distribution. Disappointingly, 
this level of loss has not improved significantly since the 1960s. 

Investment trends are moving in favour of greater energy efficiency, though. Global 
investment in energy-efficiency-related activities rose 9% in 2016, reaching US$231 billion. 
The building sector was the key beneficiary: it was on the receiving end of US$133 billion of 
finance from households, corporations and the private sector.

Meanwhile, investments in renewable energy sources reached almost US$300 billion in 
2016, more than double the amount invested in coal, gas and oil power capacity, according 
to the International Energy Agency.

Public-sector funding won’t be enough to deliver new and upgraded energy systems.  
But private investor appetite for low-carbon opportunities is strong. 

Earlier this year, HSBC commissioned a survey of 1,000 corporate issuers and institutional 
investors, to gain an insight of how corporates and investors are positioned for sustainable 
finance more broadly. 

The good news is that on a global basis 68% of investors plan to increase their climate-
related investment. Within Europe, that figure is almost unanimous, at 97%.

The bad news is that 79% of investors think there are barriers to increasing climate-related 
investment. A lack of credible investment opportunities was the most frequently cited 
reason. 

Green infrastructure can solve two problems at once, by providing opportunities for 
investors while simultaneously addressing climate change. The financial decisions that the 
public and private sector make today will shape the speed and scale of the low-carbon 
transition and lay the groundwork for prosperous growth.

11



A Decade of Green Bonds
When the European Investment Bank (EIB) launched its 30 year €1bn climate 
awareness bond in June, it was a landmark for two reasons. First, the EIB’s 
2047 benchmark was the longest Green Bond ever issued by a sovereign, 
supranational and agency (SSA) borrower. Second, the issue coincided more 
or less exactly with the anniversary of the fi rst Green Bond ever launched, 
which was an €600m transaction, also from the EIB.

Since that inaugural transaction, the EIB itself has issued 
over $20 billion of Green Bonds, which between them have 
fi nanced about 160 renewable energy and energy effi  ciency 
projects in almost 50 countries. While the EIB remains the 
largest Green Bond issuer in the world, an increasingly 
diverse community of issuers has helped a dynamic asset 
to take discernible shape over the last decade. This has 
played a pivotal role in supporting the objectives for climate 
action agreed at the historic COP21 summit in Paris in 
December 2015. 

By September 2017, according to the most recent State of 
the Market report from HSBC and the Climate Bond 
Initiative (CBI)i, almost 3500 issues from over 1,100 
borrowers in 40 countries across all habitable continents 
had raised $895 billion in climate-aligned bondsii. 

More signifi cant than the absolute numbers, however, has 
been the continuous increase in diversity, innovation and 
liquidity across the market over the last 10 years. Following 
the EIB’s curtain raiser in 2007, the World Bank launched its 
inaugural Green Bond – in Swedish kroner – in 2008, and in 
the early days of the market’s development, issuance 

remained dominated by multilateral development banks 
(MDBs). IFC unveiled its Green Bond programme in 2010, 
and EBRD launched its fi rst Environmental Sustainability 
Bond the same year. Others SSA heavyweights such as the 
African Development Bank (AfDB in 2013), KfW (in 2014) 
and the Asian Development Bank (in 2015) also put their 
weight behind the global expansion of the market. 

Issuance from MDBs has also supported the diversifi cation 
of issuance across a broad range of currencies. The EIB, for 
example, has now printed Green Bonds in 11 currencies, 
while IFC has pioneered issuance in currencies such as 
RMB, issuing its fi rst RMB-denominated Green Bond in 
June 2014. The following year, it issued the fi rst Green Bond 
in the off shore rupee market. By June 2017, IFC had issued 
Green Bonds worth $5.8 billion in 12 currenciesiii.

By 2013, issuers from beyond the SSA sector were also 
taking note of the opportunities presented by Green Bonds, 
adding diversity to the market. In the US, Massachusetts 
launched the fi rst green muni bond in March 2013, and later 
the same year Gothenburg became the fi rst European city 
to issue in green format. 2013 also saw the fi rst corporate 
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issues, with borrowers including Electricité de France 
(EDF), Vasakronan AB and Hannon Armstrong. The fi rst 
green high yield bond followed in September 2014, issued 
by the Spanish renewable energy services company, 
Abengoa Greenfi eld. 

While corporate issuance of Green Bonds across the credit 
spectrum has been expanding ever since, a range of 
structures has also injected more diversifi cation to the 
green capital market. Toyota issued the fi rst green asset-
backed transaction in May 2014, Berlin Hyp welcomed 
Pfandbrief investors to the green market in May 2015 and 
Nordex issued the fi rst green Schuldschein in March 2016. 
Other structural innovations have included the world’s fi rst 
sustainable tier 2 issue from the Turkish bank, TKSB, and 
the fi rst ever green hybrid bond launched by the 
transmission system operator, TenneT Holding, both of 
which were issued in March 2017. More recently, Malaysia’s 
Tadau Energy structured the fi rst green ‘sukuk’ in July 2017.

In terms of volume and liquidity, the most important 
recent milestones in the market’s growth have been the 
debut sovereign issues from Poland (in December 2016) 
and France (with its Jumbo €7 billion 22 year deal in 
January 2017). 

The expansion of the market over the last 10 years would 
not have been possible without the support it has been 
given by governments, regulators, stock exchanges, index 
providers, ratings agencies and other key market 
participants. Pivotal to the growth of the green capital 
market have been initiatives such as the Green Bond 
Principles, drawn up in January 2014, and the publication of 
individual countries’ guidelines on issuance, such as those 
drawn up by China in December 2015, and Japan (March 
2017) and India (May 2017). With further expansion to Social 
Bonds Principles (July 2016) co-drafted by HSBC, Credit 
Agricole and Rabobank. 

Nor would the market’s growth been possible without the 
rapid expansion of the investor base, most notably 
underpinned by the Principles for Responsible Investment 
(PRI), originally signed in 2006. This has now attracted over 
1750 signatories controlling assets of about $70 trillioniv. 

The growth of the investor base has also been underpinned 
by a rising number of Green Bond funds, currently there are 
20 dedicated green bond funds available. 

Stock exchanges have played their part in supporting the 
development of the market by establishing dedicated lists or 
segments for Green, Sustainable and/or Social bonds. The 
Oslo Stock Exchange began this process in January 2015 
and has since been followed by Stockholm (in June 2015), 
London (July 2015), Mexico (August 2016), Luxembourg 
(September 2016) and the Borsa Italiana (March 2017). 

Among index providers, in March 2014, Solactive launched 
the fi rst green bond index. S&P followed suit later the same 
year with the launch of the S&P Green Bond Index and the 
S&P Green Project Bond Index. Other providers introducing 
green bond indices in 2014 included Bank of America 
Merrill Lynch in October, and Bloomberg in collaboration 
with MSCI and Barclays in November. 

While the Green Bond market has made commendable 
progress since the EIB kick-started issuance in mid-2007, 
to put its growth into context, it still represents less than 
4% of the global bond marketv. If the market is to rise to the 
challenge of being in the vanguard of the fi ght against 
climate change over the next 10 years, it will need to guard 
against abuse (in the form of greenwashing). It will also 
need to co-ordinate the eff orts of regulators, issuers and 
investors to agree on common and transparent standards, 
eligibility criteria and terminology. If it can do so, the 
expansion of the Green Bond market should accelerate 
further over the next 10 years. 
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I Bonds and Climate Change, www.climatebonds.net September 2017
II  According to Climate Bonds Initiative (CBI – September 18 2017), Bonds 
labelled as ‘green’ by the issuer and are financing green assets and 
projects and form the basis of green indices, while the Climate-aligned 
bonds label is increasingly used to refer to bonds that are financing green/
climate assets that help enable a low carbon economy, but have not been 
labelled as ‘green’ by the issuing entity.

III  www.ifc.org/wps/wcm/connect/corp_ext_content/ifc_external_
corporate_site/about+ifc_new/ifc+governance/investor+relations/
grnbond-overvw

IV https://www.unpri.org/about
V Bonds and Climate Change www.climatebonds.net September 2017



High-Level Expert 
Group (HLEG): 
Turning Words 
into Actions 
As work to agree standards for green bonds and 
other aspects of green fi nance continues, much 
more needs to be done to deliver a more integrated 
and transparent green capital market. Now the role 
of private fi nance in delivering the Paris Agreement 
on climate change is increasingly acknowledged as 
being crucial, the work of the EU’s High Level Expert 
Group on Sustainable Finance (HLEG) – now nearing 
completion – has the potential to move the dial in 
fi nancial regulation and mobilise Europe’s markets.  

Established by the European Commission in September 2016, the HLEG, comprising 20 policy 
leaders from civil society, the fi nance sector and academiai, was tasked with drawing up 
recommendations for “a comprehensive EU strategy on sustainable fi nance” as part of Capital 
Markets Union and helping the Commission to determine how to integrate sustainability 
considerations into the EU’s fi nancial rule-making. Only by greening the fi nancial sector, will 
Europe be able to deliver on the EU’s 2030 Agenda for sustainable development and on the 
Paris Agreement on climate change,”ii.

HLEG is due to publish its fi nal recommendations by early 2018iii. Its fi rst interim report in July 
2017 indicated the direction of its thinking.  In addition to its call for a European standard and 
label for green bonds, the interim report recommended rapid development of a classifi cation 
system – a so-called “taxonomy” – for sustainable assets, and clarifi cation that the fi duciary duty 
of investors to their clients encompasses longer-term sustainability. It also proposed improved 
disclosure from fi nancial institutions and companies (building on the important work of the FSB 
Taskforce on Climate-related Financial Disclosure) on how sustainability is factored into decision 
making, and the establishment of a “sustainability test” for relevant EU fi nancial legislation.iv 

For the fi nancial sector and the wider economy, the challenge for the HLEG will be whether it 
can achieve suffi  cient political agreement to turn its ideas into reality. Even if the Commission 
throws its weight behind them, they will still need the support of the Member States and 
MEPs for the recommendations to become EU law. Once the HLEG fi nal report is out, the 
Commission has promised to launch a sustainable fi nance action plan on 22 March and has 
indicated that it will include the “taxonomy”v; clarifi cation about fi duciary duty for investors; 
and possible support for changes to the capital framework that will positively favour fi nance 
for sustainability. The latter will likely be in the form of a “green supporting factor” along the 
lines of a previous supporting mechanism for small and medium-sized enterprises (SMEs) 
which Europe incorporated into legislation implementing the Basel 2 capital framework. Such 
a proposal may prove highly controversial – especially with prudential regulators – who may 
question whether this is an appropriate use of a risk based capital framework. Although the 
green supporting factor has some support in the European Parliament, it is likely to be diffi  cult 
to persuade the EU 27 (assuming the UK will have left the EU by then) to support this kind of 
incentive. And it remains to be seen just how eff ective the HLEG will have been in “greening” 
Europe’s capital markets.  

I  For further details on the 
Composition on the Sustainable 
Finance HLEG see the EC’s Press 
Release on  September 14 2016 
http://europa.eu/rapid/press-release_
IP-16-3001_en.htm and December 
22 2016

II  http://europa.eu/rapid/press-
release_IP-16-4502_en.htm

III  http://europa.eu/rapid/press-
release_IP-17-4481_en.htm

IV  https://ec.europa.eu/info/
publications/170713-sustainable-
finance-report_en 

V  http://europa.eu/rapid/press-
release_MEMO-17-5224_
en.htm?locale=en
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Centre of Sustainable 
Finance
We are establishing our Centre of Sustainable Finance (‘Centre’) to shape and 
share thinking and innovation both within HSBC and across the fi nancial 
sector. This will help unlock the capital fl ows needed to address the world’s 
major sustainability challenges.

The Centre will have three main priorities: 

• Develop proprietary content from both in-house and external partners  as a resource to inform sector activity

• Act as a resource centre for our global businesses to support client engagement 

• Drive the sustainable fi nance agenda through HSBC’s infl uence across industries and wider networks

Through our Climate Business Council (‘CBC’), senior executives represent each business segment and provide a co-ordinated 
and strategic approach to increasing our support for customers to mitigate or adapt to climate change. We have established 
dedicated sustainable fi nance forums in key markets. These include a regional forum in Asia and country forums in Canada, 
China, France, Hong Kong, India, Singapore, UK and US. We will encourage our clients to reduce carbon emission by improving 
energy effi  ciency, using more renewables and enhancing resilience of their operations/supply chains.
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Mobilising
climate-friendly
private capital
Standardise global rules, increase 
investment supply

By Christian Deseglise, Global Head of Central Banks and Co-Sponsor of 
Sustainable Finance at HSBC

Transport contributes 15 per cent to annual 
greenhouse-gas emissions with traffi  c-
congested cities a key contributor to pollution. 
It’s right, then, that the sector is looking at 
how it can decarbonise to provide sustainable 
mobility through innovation, artifi cial 
intelligence and by employing green fi nance. 

An estimated $80tn-$90tn of investment is needed over the next 15 years 
to mitigate the impact of man-made climate change and limit global 
warming to two degrees Celsius.

Damage caused by Hurricanes Harvey, Irma and Maria in August and 
September  is expected to exceed $70bn according to insurers. The 
prospect of more frequent extreme weather events illustrates the growing 
fi nancial risks associated with climate change.

The growth of the green fi nance market aims to address this challenge by 
integrating environmental, social and governance principles into 
investment decision-making. However, the green bond market remains in a 
relatively embryonic state, with issuance expected to be no more than 
$200bn during 2017, comprising just 0.2% of the total number of bonds 
outstanding. A green bond market study by HSBC, published in August, 
reveals how boardrooms are adapting to these conditions. The number of 
corporate issuers with a strategy in place to reduce their environmental 
impact grew, albeit slowly, to 53% from 49% between 2016-17.

Demand for green assets is growing, but supply continues to lag. The 
public sector must play a sizeable role in bolstering green investments to 
realise the benefi ts derived  not only from mitigating climate change, but 
from fostering economic growth and future job creation.

Public-private collaboration

The fi rst task for the public sector is to help align fully the fi nancial system 
with the goals of sustainable development. This is a challenge in 
developing markets where, according to HSBC’s research, the adoption of 
environmental impact strategies and the disclosure of those strategies is 
relatively lower among corporates. Capital constraints in these countries 
need to be addressed. Access to international capital markets may be 
limited and local markets will often be under-developed, limiting fi rms’ 
ability to fi nance green investments.

“Central banks, 
regulators and 

politicians should 
collaborate with 

market practitioners 
to mobilise capital 

for sustainable 
investment.”
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Most of the required $80tn-$90tn investment will come from the private 
sector. Central banks, regulators and politicians should collaborate with 
market practitioners standardised reporting and disclosure rules to help 
reduce information asymmetry. Some progress is being made; the rating 
agencies Standard & Poor and Moody’s will publish their new 
environmental, social and governance ratings in autumn 2017. 
But progress needs to accelerate.

Ensuring market unity

Only three-fi fths of European companies disclose their environmental 
strategy. Notably, 56% of investors who participated in the HSBC study 
believe the levels of disclosure about the climate-related risks faced by 
businesses they invested in are highly inadequate. As the Financial Stability 
Board’s taskforce on climate-related fi nancial disclosure highlighted in its 
report in June this year, ‘Without the right information, investors and 
others may incorrectly price or value assets, leading to a misallocation of 
capital.’ The report set out several recommendations to improve 
disclosure, such as including climate-related fi nancial disclosures in public 
annual fi nancial fi lings.

However, while these developments are welcome in creating a new market 
framework, HSBC’s fi ndings show less than 10% of corporates believe the 
taskforce on climate-related fi nancial disclosure is a notable factor behind 
environmental impact and disclosure strategies. Instead, corporates see 
investors and international policy-makers as the primary drivers of green 
fi nancing and disclosure shifting the focus from voluntary to mandatory 
approaches. The French government has taken the international lead by 
introducing mandatory climate change reporting for institutional investors 
at thebeginning of 2016. Corporate issuers broadly welcome this top-down 
approach in helping to create greater market clarity and certainty. 

Further eff orts to stimulate demand and supply will be required; 82% of 
investors in the HSBC survey thought there was a lack of credible 
investments. Diversifying the range of green fi nancial instruments to cover 
mortgages and securitisation will help. The public sector can assist by 
‘greening’ its own investment strategies. With total holdings estimated at 
$33.8tn, public investors represent a core component of world capital 
markets and a major promoter of green investments.

Throughout 2016 and 2017 public investors have played a growing role in 
fi nancing green assets. In December 2015, Poland became the fi rst 
country to enter the green bond market with a modest €750m issue. 
France issued its fi rst green bond with a record €7bn sale in January 2017, 
paving the way for the establishment of a large-scale market in renewable 
energy bonds.

International political support 

There have been several political initiatives to address climate concerns. 
In 2015, the G7 made a commitment to phase out fossil fuels by the end 
of the century. The 2015 Paris climate change agreement introduced 
country-specifi c commitments to reduce emissions. Despite – or thanks to 
– President Donald Trump’s negative comments about the Paris 
agreement, the international community’s eagerness to address these 
issues is stronger than ever. Further initiatives are expected at the next 
United Nations climate change conference, which will be held in 
November in Bonn. With December marking the second anniversary of the 
Paris accord, President Emmanuel Macron will host a  climate change 
summit focused on fi nancing the transition to a low-carbon economy.

The international agenda must prioritise the development of capital 
markets for private funds, standardising rules on market disclosure, and 
stimulating the supply of public sector green investment. 

“Corporates 
see investors and 
international policy-
makers as the primary 
drivers of green 
fi nancing shifting the 
focus from voluntary 
to mandatory 
approaches.”
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Key facts & figures
Including deals and state of the market.

By the end of Q3 2017, green bond issuance in terms of both number of deals 
and issuance size had surpassed FY issuance in 2016. This was on the back of a 
busy September (almost two-thirds of all issuance happened in the last month 
of the quarter). Overall, compared to Q3 2016, there was more than 50% rise in 
number of deals, and an 11% growth in terms of USD equivalent deal volume.

HSBC has acted as Green Structuring Advisor and or Joint Lead Manager on 15 deals in Q3 2017, roughly 15% of 
the green, social, sustainability bond market.

We appreciate that various green bond databases exist, but our own Green/Social/Sustainable Bond database (developed from 
reconciling reports from Dealogic, Bloomberg, the Climate Bonds Initiative and Environmental Finance) as of 9 October reports 
the following statistics:

Deal Pricing Date 
by Time period 

Deal Value $ 
(Proceeds) (m)

Number of deals
Average deal 
size (USDm)

% rise (value 
of deals)

% rise (number 
of deals)

2017 Q3 32,882 99 332 11% 52%

2016 Q3 29,569 65 455 280% 171%

2015 Q3 7,791 24 325 11% 26%

2014 Q3 7,013 19 369 - -

2017 Q2 33,004 92 359 69% 51%

2016 Q2 19,536 61 320 51% 110%

2015 Q2 12,905 29 445 62% 71%

2014 Q2 7,951 17 468 - -

2017 Q1 31,450 83 379 49% 113%

2016 Q1 21,085 39 541 101% 63%

2015 Q1 10,515 24 438 18% 100%

2014 Q1 8,911 12 743 - -

2017 2H ytd 32,882 99 332 44% 27%

2017 1H 64,437 176 366 59% 76%

2016 2H 59,149 136 435 132% 202%

2016 1H 40,622 100 406 73% 89%

2015 2H 25,514 45 567 38% -2%

2015 1H 23,420 53 442 39% 4%

2014 2H 18,440 46 401 - -

2014 1H 16,862 51 331 - -

For the full year, HSBC DCM Green Structuring team think that USD120-130bn issuance volume is easily 
achievable given pace so far and typical large Q4 volume.



Notable deals this quarter 
include:

Anglian Water Services Financing 
GBP250m 8 yr. 

On 31st July 2017 Anglian Water 
Services Financing PLC (“Anglian 
Water”) issued the first ever Green 
bond from a water company and the 
first ever Sterling-denominated Green 
bond from a utility. This transaction 
was announced alongside a 
marketing effort across London and 
Edinburgh and a global investor call 
designed to attract European Green 
investors. 

The Initial Price Thoughts were 
announced at G+95bps which 
represented a 10-15bps starting new 
issue concession to Gilts and a 
0-5bps concession to £ swaps. The 
order book reached £700m+ ahead 
of Guidance being revised to 
G+85bps area (area being undefined). 
The order book held strong and the 
price was set at G+82bps. That is 
10bps inside their secondary curve 
on a £ swaps basis. 

Proceeds of the bond will support 
sustainable water management and 
water recycling projects. The projects 
will help mitigate climate change 
impacts by GHG emissions reduction 
through the use of energy-efficient 
facilities and conservation of water 
resources, and help to adapt to long 
term impacts of climate change such 
as flood risks. The second opinion  
on the framework was provided by 
DNV GL. 

HSBC supported Anglian Water in 
refining their Green Bond Framework, 
ensuring it was aligned with the 
Green Bond Principles and leveraging 
their corporate sustainability strategy, 
including their exceptionally strong 
existing ESG and reporting 
commitments. HSBC also acted as 
Joint Bookrunner on the transaction. 

Mexico City Airport Trust USD 
1bn 10 yr/ USD 4 bn 30 yr.

On 13 September 2017 the Mexico 
City Airport Trust issued what is to 
date the largest corporate green 
bond issuance ever, as well as the 
largest green bond from a Latin 
America issuer.

On the back of a very compelling 
response from the market (c. 
USD16bn order book), the Mexico 
Airport Trust proceeded to release 
price guidance of “T+180bps area 
(+/-5)” and “T+280bps area (+/-5)” for 
the 10 & 30-year, respectively at 
around 11:30am EST, and to launch 
the trade in line with guidance (@ 
T+175bps and T+275bps) shortly 
thereafter. This represented a 
tightening in pricing of 25 bps from 
start to finish, with the 10yr 
accomplishing a negative new issue 
concession of -5 bps and of c. 20 bps 
in the 30yr. 

Proceeds of the bond of the Green 
Bonds (USD6bn) will be allocated to 
environmentally beneficial projects 
associated with the construction, 
development and operations of the 
new international airport in Mexico 
City (NAICM). Over 90% of the net 
proceeds are expected to be 
allocated to the construction of new 
green buildings (e.g. passenger 
terminal and air traffic control centre) 
with LEED Gold or LEED Platinum 
certification. 

Sustainalytics provided a second 
party opinion on the framework and 
Moody’s and S&P have evaluated the 
environmental impact of the bond. 

HSBC acted as Sole Green 
Structuring Advisor on the Green 
Bond Framework for Mexico City 
Airports inaugural transaction in 
2016, and acted as Global 
Coordinator and Billing & Delivery 
Agent for this transaction.

Industrial and Commercial Bank 
of China (ICBC) – EUR 1.1bn 3 yr/
USD 450m 3 yr/USD 400m 5 yr.

On 28th September 2017, ICBC 
printed its inaugural Green Bond.  
This is the 1st Green Bond in 
alignment with both ICMA Green 
Bond Principles and PBoC Green 
Bond Categories by a Chinese 
Financial Institution. It is also the  
1st Belt and Road Climate Bond. 

On the back of positive investor 
feedback and a strong market 
backdrop, ICBC announced a triple-
tranche transaction on the Asian 
open, EUR 3yr FRN, USD 3yr FRN and 
USD 5yr FXD with guidance 3mE+ 
75bps, 3mL+100bps and T+120bps 
respectively. The transaction gained 
strong momentum enabling ICBC to 
tighten the guidance at by 15pbs, 
20bps and 20bps respectively. Given 
the material strength of the order 
book, ICBC was able to price at the 
tight end of the guidance for all three 
tranches at 3mE+55bps, 3mL+77bps 
and T+99bps respectively.

Proceeds of the bond will be used  
to finance and/or refinance eligible 
green assets under the green bond 
framework in renewable energy, 
energy efficiency, low carbon/low 
emission transportation, sustainable 
water and wastewater management.  
The bond received certification from 
the Climate Bonds Initiative and a 
second opinion from Cicero.

HSBC was one of two Joint Green 
Structuring Advisors on the 
transaction, supporting ICBC in the 
development of their Green Bond 
framework, identification of relevant 
assets and coordinator for their 
External Review process. HSBC also 
acted as Joint Global Coordinator on 
the transaction.
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