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SCALE OF THE GLOBAL CHALLENGE

 By 2020, about $5.7 trillion will need to be invested annually in 
green infrastructure, particularly in today’s developing world (World 
Economic Forum)

 This will require shifting the world’s $5 trillion in business-as-usual 
investments into green investments and mobilising an additional 
$700 billion to facilitate this shift

 We are currently at roughly $360 billion annually in public and 
private climate investments, with developed country governments 
providing somewhere between  $10-20 billion per year (Climate 
Policy Initiative)



Financial flows from developed to developing countries (North-South) 

Financial flows from developed to developing countries (North-South) 

Financial flows from developed to developed countries (North-North) 

DOMESTIC CLIMATE FINANCE flows in developed and developing 
countries 

Public, private, and public-private flows 

CLIMATE FINANCE FLOWS



CLIMATE FINANCE INSTRUMENTS FOR 
GREEN BANKING

SEED CAPITAL
CONCESSIONAL/NON-

CONCESSIONAL 
LENDING

GUARANTEES

GRANTS SECURITISATION

MICROFINANCE
VENTURE CAPITAL/

EQUITY

INSURANCE

CAPITAL/DEBT/EQUITY 
FACILITATION

RISK-
SHARING



CAPITAL/DEBT/EQUITY 
FACILITATION



 Early-stage component of project 
finance that provides start-up 
capital to clean energy/green 
infrastructure projects or 
organisations

 Loans obtained are repaid to the 
bank, or a banking syndicate, 
through the project revenue 
generated.

 Governments or multilateral 
development banks can provide a 
minimal initial investment in order 
to spur private investment and 
capital raising.

UNEP’s Seed Capital Assistance Facility 
addresses investment gaps in early stages, 
on a cost-sharing and co-financing basis to 
low-carbon and clean energy projects via 
private equity, venture capital and project 

development companies. Beginning in 2009, 
the $9 million Facility worked with eight 
investment funds to directly support 16 
projects in sub-Saharan Africa and 11 

projects in Asia, while indirectly co-financing 
more than 25 in sub-Saharan Africa and 40 

projects in Asia
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CONCESSIONAL/NON-
CONCESSIONAL LENDING

In 2014, USD6.1 million of concessional 
loans from the Clean Technology Fund (CTF) 

were approved for the expansion of the 
Renewable Energy Accelerator Program in 
Philippines to address damages caused by 
the typhoon Haiyan, and to enable a 150 

MW pipeline of solar PV and biomass 
projects. CTF loans were priced at low rates 

and given for longer tenures in order to 
incentivise sector growth and catalyse

commercial bank lending.

 Public loans can play a key role in 
attracting additional finance from the 
private sector. 

 Non-concessional loans are offered 
near or at market rates. Typically used 
for infrastructure or revenue 
generating projects.

 Concessional loans are offered on 
more generous terms than market 
rates through features like zero or 
low interest rates, extended 
repayment schedules, provision for 
interest rate modifications.



SECURITISATION

 Large-scale infrastructure can be 
financed using asset-backed securities (a 
type of bond) associated with 
environmental infrastructure or 
projects. Through underwriting, 
investment banks purchase new bonds 
at a guaranteed price, which are then 
resold to institutional investors.

 Green Bonds are any type of bond 
instrument where the proceeds are 
applied to finance or re-finance new or 
existing green projects e.g renewable 
energy, clean transportation, sustainable 
water management, climate change 
adaptation and sustainable agriculture. 

In 2015, IFC issued a 5-year green Masala 
bond on the London Stock Exchange, the 

first green bond issued in the offshore rupee 
market. The bond raised INR 3.15 billion and 

attracted a broad range of international 
investors to private sector investments 
addressing climate change in India. IFC 

invested the proceeds of the bond in a green 
bond issued by YES Bank to finance 

renewable energy initiatives.



MICROFINANCE

 Micro loans to individuals and SMEs 
who generally do not have access to 
formal financial services, in order to 
finance small environmental projects 
such as solar installations. 

 Borrowers often have established 
relationships with local microfinance 
institutions (MFIs) and loans for 
‘green’ investments follow similar 
repayment structures.

Under the ESD and RERED programmes in 
Sri Lanka, solar home systems (SHS) for 

households without access to electricity were 
partially financed through microfinance. 

If a customer required a credit facility, an 
SHS vendor performed a preliminary credit 
assessment and directed the customer to an 

MFI. When the loan was approved, the 
vendor collected a typical 15% down-

payment and the MFI thereafter collected 
the installments from the customer as 
agreed, either monthly or seasonally. 



VENTURE CAPITAL/EQUITY

 Banks can play a pivotal role in 
assisting with IPOs for clean 
technology providers, carbon credit 
developers and other firms marketing 
environmental products and services.

 Venture capital: investors provide 
early stage capital to entrepreneurs 
and start-up companies or project 
developers. Stocks: give holders a 
share of ownership and voting rights 
and are a source of long term capital. 

 Equity funds of pooled investment 
can be created to increase investment 
growth through capital dividends in 
several projects or companies. 

Asia Climate Partners (ACP) is a private 
equity fund for clean energy, resource 

efficiency, and environmental investments in 
Asia.  Managed by ADB, Robeco, and ORIX 

Corporation and supported by UK 
Government, fund’s objective is to invest in 
privately held companies have a positive 

impact on the environment and society and 
the potential to generate profitable returns.



GRANTS

 Non-repayable funds often released 
in combination with debt capital. 

 Main source of grants for climate 
change derived from international 
financial institutions, bilateral 
institutions, international climate 
funds, philanthropic foundations.

 Typically provided for non-revenue 
generating activities such as 
knowledge management and 
capacity building however large-scale 
grants from donor governments, 
international funds and foundations 
also pledge grant support for 
program implementation.

Between 2015 and 2018, the Indonesian 
Climate Change Trust Fund (ICCTF) is 

projected to receive USD15.2 million in 
grants for the planning and implementation 
of climate change adaptation and mitigation 
initiatives. The three main sources of grant 
support are USAID, UKCCU and DANIDA.



RISK-SHARING



GUARANTEES

The India Solar Power Generation Guarantee
Facility is a guarantee facility of $150 million
backed by ADB, which covers partial
nonpayment by the borrower. It covers a
50% of the value of the loan amount for
solar power generation projects.

 Guarantees allows borrowers to 
obtain cover for their obligations 
towards a lender in case of non-
performance or defaiult in exchange 
of a fee. 

 They can have a partial or entire 
coverage of the investment. 



INSURANCE

 “Green” insurance encompasses two 
product areas: 1) those which allow 
an insurance premium differentiation 
on the basis of environmentally 
relevant characteristics and 2) 
insurance products specifically 
tailored for clean technologies and 
emissions reducing activities.

 Innovative insurance services provide 
protection against possible losses for 
investors and assets holders, facilitate 
risk reduction and preventive 
practices by rewarding investment in 
risk reduction through lower the 
premium.

Zarai Taraqiati Bank Limited (ZTBL) provides
crop loan insurance to their borrowers,
primarily farmers. The crop loan insurance is
intended to cover various hazards such as
excessive rain, floods, droughts and insect
attacks. The insurance premium, charged at
1.3% of the loan amount is paid by the
ZTBL and reimbursed to the bank by the
government on a half yearly basis.
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