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1. ICMA overview and regulatory developments

ICMA overview
Regulatory snapshot: personal perspective of René Karsenti

2. Sustainable finance update
Green / Social / Sustainability Bonds
Examples of official guidance

3. Case study: IFFIm Vaccine Bonds

4. Appendix: background on ICMA
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International Capital Market Association (ICMA)

ICMA’s Mission Statement

= The mission of ICMA is to promote resilient and well functioning international debt
capital markets. Such markets are necessary for economic growth, and benefit market
participants and their clients alike

= Working actively with its members in all segments of the wholesale and retail markets,
buy and sell side, ICMA focuses on a comprehensive range of regulatory, market and
other relevant issues which impact market practices and the functioning of the
international debt capital markets

= The full mission statement is available on ICMA’s website: www.icmagroup.org/About-

ICMA/



http://www.icmagroup.org/About-ICMA/

International Capital Market Association (ICMA)

ICMA Regions
B Africa
W Asia Pacific
Austria, Eastern and South Eastern Europe
Greece, Turkey, Cyprus and Balkan States chapter
M Belgium
m France and Monaco
B Germany
u |beria
| [taly
B Luxembourg
W Middle East and North Africa
m Netherlands
Nordic
Russia and other CIS countries
Switzerland and Liechtenstein
® United Kingdom, Ireland and the Americas
W Ireland chapter
W Latin America chapter



International Capital Market Association (ICMA)

Overview of the International Capital Market Association

= |CMA is a unique organisation and an influential voice for the global capital market.
ICMA’s market conventions and standards have been the pillars of the international debt
market for almost 50 years

= Membership continues to grow and we currently have over 520 members based in over
60 countries. Around 80% of members are European. ICMA members include global
investment banks, commercial and regional banks, brokers, private banks, institutional
asset managers, pension funds, central banks, sovereign wealth funds and other
institutions with a pronounced interest in the securities market, such as supranational
institutions, infrastructure providers, rating agencies and leading law firms...Visit our
website for the list of ICMA members: www.icmagroup.org/membership

= |[nternational reach is augmented through MoUs and affiliations globally with JSDA in
Japan, NAFMII in China, ANBIMA in Brazil, SCA in UAE, CMA Oman, NSMA in Russia, and
ICSA

= Regulatory interaction takes place with national, European and international authorities;
and through membership of international consultative bodies such as I0SCO — AMCC


http://www.icmagroup.org/membership

Personal observations of René Karsenti, from perspective as
- President ICMA

- Member of ESMA Market Stakeholders Group

- Chairman, IFFIm

= Last 10 years: the most complicated operating environment for our 500+ members
= 4 major macro forces

Geopolitical crisis
Structural changes in regulation
Technology and automation revolution

Emergence of sustainable finance



Positive economic context but also new risks

= Economic environment: global synchronized growth is positive

= Biggest risk: capital market fragmentation - protectionist pressures
Europe
Brexit

Path to CMU - Euro area uncertainties

Global
Risk of regulatory divergence (EU/US)

» Fragmentation adds costs and carries risks for financial stability



Addressing the new challenges

What can be done to prevent fragmentation?

Political level: Challenge for policymakers

Technical level: case for establishing broad global standards

Global level: Relevant forums include G20, IOSCO
European level:

Capital Market Union is critical — economic pillar is key
Strengthening Authorities’ remit, notably ESMA
Banking Union
European “safe asset”: Common European Government Bonds/Bills?
Capital market integration — inward looking or outward-looking?

Can there be greater benefits for markets and stability internationally?



2. Sustainable Finance update
Presented by

René Karsenti, President

Peter Munro, Director, GBP/SBP Secretariat
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Sustainable finance — ICMA Principles overview

Green, social and sustainability bonds — hosted by ICMA

( Green Bond Social Bond

= Green Bonds enable capital-raising for projects with environmental benefits

= Social Bonds aim to deliver positive social outcomes

= The GBP and SBP are voluntary process guidelines that recommend transparency and
disclosure and promote market integrity, by clarifying the approach for issuance

= Sustainability Bonds are bonds aligned to both the GBP and SBP

11



Relevance of Green Bonds

= Market consensus behind GBP/SBP

= Established and growing international market

= Delivers transparency & accountability
Addresses policy concerns of authorities and market ESG needs

12



GBP & SBP Community

Members (149) Observers (112)

MMarset nfrastructure |5)

BNGOS & oihets

M Serviems Sruved ey Habng

saencss |4

BUndarwrtors (b2 BINVOStors (&5  Mlssuers (42)

Information on membership applications available on our website:
https://www.icmagroup.org/green-social-and-sustainability-bonds/principles-
membership/

M Fnorchl gtkutons [19)
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https://www.icmagroup.org/green-social-and-sustainability-bonds/principles-membership/

Governance

GBP 2017 Executive Committee

AMUNDI AM* BANK OF CHINA*
AXA IM* EDF*
BLACKROCK EBRD

CalSTRS EIB

KFW IFC

MIROVA KBN*
TIAA-INVESTMENTS NIB

ZURICH INSURANCE GROUP WORLD BANK

BofA MERRILL LYNCH
BNP PARIBAS
CREDIT AGRICOLE CIB

HSBC

JP MORGAN
NATIXIS*
RABOBANK
SEB

14



2017 GBP Update & AGM Decisions

Summary

GBP Update

® Expanded introduction restating
GBP objectives

® Project and traceability language to
facilitate sovereign and corporate
issuance

® |ssuer communication of
environmental strategy and
management of environmental &
social risk factors

e Expanded and additional definitions
of green categories

Other
New “Q&A” as more flexible format
to provide market guidance
New impact reporting metrics
Decision to elevate Social Bond
Guidance to “Principles”
Decision to create Sustainability
Bond Guidelines (for bonds
combining green and social
projects)

15



Green bond volume growth

Annual green bond issuance by issuer type

$ bn
160
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80 m Project
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60 Financials
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Source: Bloomberg New Energy Finance 16



Volumes: by region and currency

Green bonds issued in 2017, by region
EI.S (.1%

14 5%

25 7% ENERERE

=4%

9.1% 40 7%
i.l
5 4%
B North America B Europe DM Asia
Multi-Lateral ® LatAm =EM Asia
* Middle East Africa

Source t HSEBC calculations, Eloombery

Data at end August 2017

Green bonds issued in 2017, by currency
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Issues: diversification by type
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Please say that again

Source: BNEF Sept 2017
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Market prospects: strong growth

Research commissioned by ClearStream
The Future of Global Debt Issuance: 2025 Outlook SEFTEMBER 2017

Figure 27: Expected Change of Issuance Volume for Certain Bond Types Over Next Three Years

Expected Change of Violume per Type of Bond in the Next 24 to 36 Months

10%  10%
Ethical investment
bonds 10% 5%% 35%
Panda bonds 10% 20% 50%
Dragon bonds 0%  10% 60%

u Significant increase = Increase ~ Mo change Decrease = Significant decrease - Don't know

Saurce: Aite Group interviews with 20 firms engoged in debt (ssuonce processes, 2017 19



Investor demand internationalising

20



Sources of oversight and guidance

=" GBP most widely accepted
" Public authorities consult ICMA and GBP actively

= Public guidance typically based on GBP process guidance and
often build on Climate Bond Initiative green definitions

" [ICMA works closely with Climate Bond Initiative, which
incorporates GBP in its approach

21



Official guidance in Asia — examples

Japan: Ministry of Environment Guidelines

China: Initially Central Bank (PBoC) guidance focused
on banks, later Securities Regulator offered guidelines
for listed companies

ASEAN Forthcoming Green Bonds Standards — expected
to be closely aligned with GBP

22


http://www.env.go.jp/http:/www.env.go.jp/en/policy/economy/gb/guidelines.htmlen/policy/economy/gb/guidelines.html
http://www.pbc.gov.cn/goutongjiaoliu/113456/113469/2993398/index.html
http://english.gov.cn/state_council/ministries/2017/03/03/content_281475583659044.htm

Guidance initiatives — RoW - Examples

Europe: EC High Level Expert Group recommends
European green bond standard / label — ICMA closely
involved

LatAm - Brazil: Guidelines of Banking Federation /

Business Council for Sustainable Development
(FEBRABAN/CEBDS)

23


http://europa.eu/rapid/press-release_IP-17-2022_en.htm
http://cebds.org/wp-content/uploads/2016/10/Guia_emissa%CC%83o_ti%CC%81tulos_verdes_ING-2.pdf

Social and Sustainability bonds:

growth and diversification

Social & Sustainability Bond Issuance

Market Growth Diversification of issuers
2000
12 000 e 25000 il
UsD million 33505 USD millian
7000
10000 B sued this year B Commercial Banks
- Outstanding (on the right sight) 19 370 20000 5000 5895
W Agency
5000 ¥ Local Authorities
8000 4589
15000 Supra 2|
4000
6000 H Corporate
10000 3000 1804
4000
2000
1498 1447
5 000
1 390 399
100% 6%
u —— 8
0 0

2008 2009 2010 2012 2013 2015 016 2007 YTD

2008 0% 2010 0 012 0 2013 2004 2015 2016 OAFYTD

Source: Market data, Credit Agricole CIB
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Guidance for social/sustainable bonds

ICMA acknowledges “use of proceeds” bond concept for
themes beyond the environment e.g. bonds financing
projects with social objectives such as Social Bonds, or
with a combination of social and environmental
objectives, as in the case of Sustainability Bonds.

“Social Projects are projects, activities and
Investments that directly aim to help address or
mitigate a specific social issue and/or seek to
achieve positive social outcomes especially, but not
exclusively, for target population(s).”

25



Social bonds:

Target populations & social project categories

Examples of target populations include, Social Project categories include, but are not

but are not limited to, those that are: limited to, providing and/or promoting:

* Living below the poverty line ® Affordable basic infrastructure

e Excluded and/or marginalised e Access to essential services
populations and /or communities e Affordable housing

* Vulnerable groups including as a e Employment generation including
result of natural disasters through the potential effect of SME

* People with disabilities financing and microfinance

e Migrants and /or displaced e Food security

persons e Socioeconomic advancement and

e Undereducated empowerment

e Underserved
e Unemployed

26



3. Social Bond Case Study: IFFIm

Presented by René Karsenti, Chairman, IFFIm

27



Overview of financing immunisation

Since 2006, IFFIm raises money for Gavi, by issuing Vaccine Bonds in

the capital markets and repaying these bonds with long-term donor
pledges

i\ {

TITTTT

For Gavi For investors ~ For donors

* accelerates the rate of * portfolio diversification and * significant immediate impact to
immunisation in poor countries: attractive risk-adjusted returns immunising children & saving lives
saving more lives, faster * an award-winning socially IFFIm has in aggregate been able
reduces vaccine prices and responsible investment to raise financing at a lower

secures supply by increasing
long-term funding predictability

funding cost than the weighted
composite cost of donors

IFFIm

28



The world’s immunisation challenge

132 million children are
born worldwide each year
It can take 15+ years for a vaccine

MAMAIATA T

but aImOSt 20 mi"ion low-income countries.
are ﬂOt fu | |y va CC| nated Because of ineq.uity, m.any chilc.lren never

have access to life-saving vaccines.
o 04 NN |

MMM

.‘ ' ‘ dnitsuia U 1.7 million will then die from

each year in Germany,

@ ltaly & Spain combined diseases that vaccines prevent

IFFIm

29



IFFIm: a tool for Gavi to save more lives

Long-term, predictable funding
from IFFIm strengthens Gavi’s
ability to invest large amounts at
an early stage, encouraging more
vaccine production while
reducing prices.

Puts long-term funding from
donor countries to work
immediately

Frontloading resources over a
shorter term, or drawing down
funds over a longer period, gives
Gavi flexibility to use funds when
they are needed most.



The IFFIm partnership

1. DONORS

Long-term pledges from 9 @
sovereign governments N

2. IFFIm BOARD OF DIRECTORS

IFFIm’s Board reviews
disbursement of funds and is

enable IFFIm to raise :3’ ‘7¢ responsible for funding decisions
money in the capital é (@)

markets (4] «©

4. GAvVI 3. THE WORLD BANK

As the sole beneficiary
of IFFIm funds, Gavi
accelerates access to
immunisation for
children in poor 4@,,

countries

As IFFIm’s treasury manager,
the World Bank manages
IFFIm’s finances to the same
prudent standards as it does
its own finances



IFFIm’s funding mechanism

IFFIm is the only aid-financing entity in
history to secure legally binding
commitments of up to 20 years from donors
Government donors
Long-term financial pledges

Capital market

investors
IFFIm’s funding structure makes large
volumes of funds immediately available for
The World Bank is IFFIm’s treasury manager Gavi’s vaccination programmes




IFFIm Vaccine Bonds are backed by long-term,
irrevocable and legally binding pledges from nine
sovereign governments:

Amount committed

Country T — Grant Period
United Kingdom (AA/Aa1/AA) 2,980 23 years
[I] France (AA/Aa2/AA) 1,884 20 years
|I| Italy (BBB/Baa2/BBB-) 635 20 years
Australia (AAA/Aaa/AAA) 284 20 years
5= Norway (AAA/Aaa/AAA) 264 15 years
s spain (BBB+/Baa2/BBB+) 240 20 years
== The Netherlands (AAA/Aaa/AAA) 181 10 years
EE Sweden (AAA/Aaa/AAA) 38 15 years
> South Africa (BB+/Baa2/BB+) 20 20 years

Total 6,526



Financing immunisation timeline

Long-term commitments from nine donor
countries
Enable IFFIm to issue Vaccine

Bonds

US$ 5.7Db raised on the bond market Then disburse funds to

Gavi
IFFIm has been critical in the rapid

scale up of immunisation, generating
up to 50% of Gavi's annual spending




IFFIm Vaccine Bond offers to date

Annual funding volume
depends on needs for
immunisation programmes in
partner countries and
refinancing needs for maturing
debt

IFFIm sells bonds to retail and
institutional investors and
issues a variety of transactions
ranging from larger, more liquid
issues to smaller, more
targeted bonds

Average maturity is 3-5 years

USSm
equiv.

1,000
223
429
Dual Tranche Sterling Retail & Institutional (GBP) 400
Uridashi (USD/AUD) & (ZAR/AUD) 273
Uridashi (ZAR) & (AUD/BRL/ZAR) & (AUD) 422
AUD Kangaroo BondBenchmark (AUD) 395
2010 Eurobond (AUD) 34
2011 Uridashi (BRL) & (AUD/BRL/ZAR) 394
2012 Uridashi (AUD/ZAR) & (AUD) 137
2013 Uridashi (TRY/ZAR) 139
2013 Floating Rate USD Benchmark (USD) 700
2014 Inaugural sukuk (USD) 500
2015 Sukuk (USD) 200
Floating Rate USD Benchmark (USD) 510]0)
Total 5,746

Year Bond

Inaugural USD Benchmark (USD)

Uridashi (ZAR)
Uridashi (AUD/ZAR/NZD)




Vaccine Bonds have strong history in Japan

Japanese investors (particularly
retail) and IFFIm have been great
partners to fund Gavi and save
children’s lives

Over USS$ 2 billion raised (more than

a third of IFFIm total funding) in
twenty-three tranches led by five
different banks

More than USS$ 1 billion raised in
transactions led by Daiwa Securities

IFFIm

Uridashi (ZAR) Daiwa Securities
Uridashi (AUD/ZAR/NZD) Daiwa SMBC Co. Ltd.

Uridashi (US/AUD) Mitsubishi UFJ Securities Co.,
Ltd

Uridashi (ZAR/AUD) HSBC Securities (Japan)
Uridashi (ZAR) Daiwa

Uridashi (ZAR/AUD/BRL) HSBC Securities (Japan)

Uridashi (BRL) Daiwa Securities
Uridashi (AUD/BRL/ZAR) J.P. Morgan
Deep discount bond (ZAR) HSBC
Uridashi (AUD/ZAR) HSBC

Uridashi (AUD) J.P. Morgan

Uridashi (TRY/ZAR) Daiwa

Total

36



IFFIm’s financial strength

What makes IFFIm unique Is the
combination of financial strength with
moral purpose - enabled by financial

Iinnovation

Gordon Brown, Former Prime Minister of the UK

| s o g
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IFFIm’s Key Financial Policies

Prudent Gearing Ratio Limit (GRL)

Maintains a prudent gearing ratio limit, limiting the funds it can borrow as a
percentage of the NPV of donor commitments

Conservative Liquidity Management

The prudential minimum level of liquidity is equivalent to its cumulative
contracted debt service payments for the next 12-month period
Asset Liability Management
The conservative financial management mitigates the market risk on both its
assets (donors grant payments) and liabilities (bond issues) portfolios via
swaps. IBRD acts as swap counterparty

38



IFFIm saves lives o |

|
Vaccines protect against E
most major child killers: E
including: pneumococcal disease, :/

rotavirus, measles, tetanus, diphtheria and
polio

[ |

N T s

'\; '“‘ '/" 7 R ™
%

Vaccines provide health,

social and economic gains:

reducing death and disease, healthcare
cost savings and productivity gains

through improved ability to learn and work “ vaCCineS are the
Vaccines are a highly cost-effective x -
Ay simplest, most effective,
cost estimate of eradicating smallpox most inexpensive Way to
through immunisation: US$ 100 million, : -

but now saves the world US$ 1.35 save children’s lives
billion/year

Bill Gates, a Gavi founding donor

IFFIm 77




IFFIm investments help save lives

IFFIm has helped
Gavi by increasing
its funding for
Immunisation
programmes,
resulting in...

- N

>8 million ~650 million
lives saved children immunised




Immunisation creates new outcomes

Vaccination sets off
a positive cycle in a
child’s life.

We do not usually
think of vaccination
as an investment, but
research published in

2016 suggests that
vaccination is in
every sense an
investment, with
wider economic
benefits that accrue
across a lifetime

IFFIm

Child vaccinated

Greater disposable
income to feed back
into the economy

Healthy children go
to school

Better school
grades and
improved cognitive
functions

Children grow to be
healthy, productive
adults

Parents are able to
work instead of
caring for sick
children

money on
healthcare and
medication

41



IFFIm saves lives

Helping countries becoming independent

Empowering countries to take
ownership of their vaccine
programmes lies at the heart of
Gavi’s vision.

From the outset, beneficiary
countries also commit funding

and resources to developing
their own immunisation
programmes.

To date, four countries have
transitioned out of Gavi support,
with up to 20 countries due to be
self-sufficient within five years.

IFFIm

42






Vaccine bonds helped pioneer SRI’s

IFFIm offers investors a unique
opportunity to combine an
attractive financial investment
with an exceptional social
purpose - generating a positive
impact on society

Advantages for Investors:

* Alignment with social bond
principles

Measurable impact

Attractive risk-adjusted
returns

Portfolio diversification

SRI: Socially Responsible Investment

IFFIm

44



Compliant with ICMA Social Bond Principles

Requirements met by IFFIm

Proceeds go to support Gavi’'s mission to accelerate the availability of life-saving vaccines for

AR the world’s most vulnerable children

Gavi’s potential vaccine investments are evaluated by an Independent Review Committee
Project evaluation (IRC), which is made up of independent technical experts, and which reports to the Gavi Board

& selection Gavi is responsible for the selection of immunisation and/or health systems strengthening
programmes for which IFFIm provides funding

IFFIm is forecasted to disburse US$1.3 billion to Gavi over the 2016-2020 funding period, of
Management of which US$100 million has been transferred in 2016

proceeds Gavi manages the allocation, disbursement and tracking of IFFIm’s proceeds in a transparent
manner as per its program funding policies

IFFIm provides quarterly reports how it allocates funds to programmes, and publishes audited
Monitoring & financial statements annually

reporting Gavi evaluates ongoing programmes as per its evaluation policy, and monitors and reports on
its impact annually, using criteria set by its Board

For more information, see:

IFFI ~ www.iffim.org/funding-gavi

www.gavi.org/support/process/apply/independent-review-committee

45


http://www.iffim.org/funding-gavi
http://www.gavi.org/support/process/apply/independent-review-committee

IFFIm widely recognised for innovation

IFFIm's inaugural Uridashi bond included among the market's
25 most influential transactions by EuroWeek

Cited as “SRI Innovation of the Decade”
by mtn-i, the news / analytics provider

|8|ﬂm' WWS IFFIm’s debut Sukuk was awarded Social Impact Deal of 2014

Deals of the Year by Islamic Finance News

Recognised for its role in investing in and aiding development by
the Action Agenda of the Financing Development Conference

in Addis Ababa, Ethiopia, in 2015. The Action Agenda, endorsed
by representatives of the world’s governments, stated:

ON.
(Sl g AL S
D

N
»a O,k‘\

e .

FINANCING FOR
DEVELOPMENT

B s “...We encourage consideration of how existing mechanisms,
such as the International Finance Facility for Inmunisation,
might be replicated to address broader development needs...”



IFFIm social bond principles

Our unique mission simplifies due diligence

Use of proceeds for socio-economic
advancement and access to essential
services through Gavi’s immunisation
programmes

Documented process to determine that
projects fit within defined categories

Tracking of Social Bond proceeds in a
systematic manner

Project-by-project use of proceeds
reporting on allocated amounts

Defined and transparent criteria to
assess eligibility of project for Social
Bond proceeds for projects eligible for
Social Bond proceeds

Annual impact reporting on a project
portfolio basis for target populations

Allocation to both existing and future
investments

Clear means of disclosure through
information published in its annual
financial reporting covering objectives,
strategic reports, independent auditing,
and consolidated financial statements

www.iffim.org/Library/Documents/Trustees-reports/Trustees-Report-and-Financial-Statements—For-the-period-ended-31-December-2016
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International Capital Market Association (ICMA)

ICMA Regions and Regional Committees

= Asia Pacific = Luxembourg
= Africa = Middle East and North Africa
= Austria, Eastern and South Eastern Europe = Netherlands
Greece, Turkey, Cyprus and Balkan States = Nordic
Chapter = Russia and other CIS countries
" Belgium = Switzerland and Liechtenstein
" France and Monaco = United Kingdom, Ireland and the
" Germany Americas
= |beria The Latin American Chapter
= |taly The Ireland Chapter

= Each ICMA Region has a committee led by a chairman who provides insight to ICMA on
the regional issues and priorities

= See our website for the list of members of each Regional Committee and Chapter:
www.icmagroup.org/About-ICMA/regions/

49


http://www.icmagroup.org/About-ICMA/regions/

International Capital Market Association (ICMA)

Benefits of ICMA Membership

= |CMA standard documentation for Primary, Secondary and Repo Markets

Significant savings on the legal costs with 66 GMRA legal opinions
= Dedicated Legal & Regulatory Helpdesk
= Dispute resolution procedures with a defined conciliation and arbitration

= |CMA Market Practice and Regulatory Policy Committees and Councils developing
recommendations and guidance on best market practice and responses to regulators

= Discounted Executive Education programmes recognised by regulators and the market
= |CMA Events: Networking opportunities at 100+ events/year

= |ICMA’s Members’ Register: 5,000+ contacts for members

50



International Capital Market Association (ICMA)

ICMA Standard Documentation

ICMA’s market conventions and standards have been the pillars of the international debt
market for close to 50 years.

Guidelines and recommendations for the Primary Market
ICMA Primary Market Handbook

Rules and recommendations for the Secondary Market
ICMA Rulebook

Standard agreement for the Repo Market
Global Master Repurchase Agreement (GMRA)

Legal opinions on its validity in 66 jurisdictions — which represent significant savings on
legal costs for ICMA members

51



International Capital Market Association (ICMA)

ICMA Councils and Committees

= Regulatory Policy Committee = Asset Management and Investors Council

. , , = Covered Bond Investor Council
= Primary Market Practices Committee

Legal & Documentation Committee = Green Bond and Social Bond Principles

» Financial Institution Issuer Forum = The European Corporate Private
Placement Working Group

= Public Sector Issuer Forum

= Corporate Issuer Forum

= European Repo & Collateral Council and
Committee

= Euro Commercial Paper Committee

= Secondary Market Practices Committee

52
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Scaling up green finance and
Investment for a low-carbon
transition

2 November 2017

Masamichi Kono
Deputy Secretary-General
Organisation for Economic Co-operation and Development

This presentation represents the views of the author alone and does not » OECD
necessarily represent views of the OECD or its member countries. " d

BETTER POLICIES FOR BETTER LIVES




// COP21: The Paris Agreement

Article 2

1. This Agreement...aims to strengthen the global response to the threat of
climate change...including by:

(a) Holding the increase in the global average temperature to well below 2 °C
above pre-industrial levels and pursuing efforts to limit the temperature
increase to 1.5 °C above pre-industrial levels, recognizing that this would
significantly reduce the risks and impacts of climate change;

(c) Making finance flows consistent with a pathway towards low
greenhouse gas emissions and climate-resilient development.

KL

How to change finance flows?




>> Investing in Climate, Investing in Growth

 An OECD report prepared in
» Investing in Climate, the context of German G20
Investing in Growth .
Presidency

e The report provides an
assessment of how they can
generate inclusive economic
growth in the short term,
while making progress
towards climate goals to
secure sustainable long-
term growth.

http://www.oecd.org/env/cc/g20-climate/




Green investment enhances growth

Effect of net Additional Structural Energy prices.
investment to  fiscal initiative reforms stranded assets
decarbonise supportive of & green & regulatory

the transition innovation settings

Source: OECD (2017) Investing in Climate, Investing in Growth

Net effect
on GDP

Change in GDP (%) 3.1
Scenario 66% 2°C .
GF? -2.6 HJ

Net effect
on GDP with
avoided
damages




Significant redirection of investment is
needed for a low-carbon transition

v" To make infrastructure climate-compatible, $6.9tn/year
investment is needed 2016-30 on average
v Incremental costs are not very high vis-a-vis reference case
v" However, significant upfront capital is needed

6.9
6.3

Unit: USD trillion

Energy demand
Telecoms |

Power and electricity T&D o

eO

Q

Water & sanitation 0

Primary energy supply chain { %

Transport Q

Infrastructure investment Fossil fuel expenditures
(in USD trillion per year) (USD trillion per year, at import price)

Reference Scenario Reference Scenario
case 66% 2°C case 66% 2°C

Source: OECD (2017) Investing in Climate, Investing in Growth



What are the drivers of green investment
and innovation?

The empirics of enabling investment and innovation
In renewable energy (OECD, May 2017)

e Provide insights on policy drivers

Piease cite this paper as:

e for and barriers to investment and
———— innovation in renewable power in
oz e kg Papess OECD and G20 countries.

The empirics of enabling * Based on new econometric study,

investment and innovation ] )

in renewable eneray assess the impacts of climate

e Bt oS policies and investment conditions
on investment and patenting in
renewable power since 2000.

e Also assess how the investment
L Closteton. F20, K25 L5605 0.0 environment influences the effect

@) OECD of climate mitigation policies.




Aligning the trillions

OECD institutional investors alone manage ~$54 tn, but...

Public pension reserve funds = |nsurance Companies = Pension Funds ® Investment Funds

w
(93]

®33.0

o)
o
o

N
wu

22.2

[
521

Financial assets managed
(current USD trillions)
N
o

=
o

(S,

0 T T T T T T T T T T T T T T T T 1
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Only 1% of large OECD pension fund assets invested directly in infrastructure *
And only a fraction of that 1% invested in green infrastructure **

Source: OECD Global Pension Statistics, Global Insurance Statistics and Institutional Investors databases,
and OECD staff estimates. (1) Public Pension Reserve Funds, (2) Other forms of institutional savings

* 2015, direct unlisted equity investment by large OECD pension funds, covering $10+tn

** BNEF estimates



Mapping Channels to Mobilise Institutional

Investment in Sustainable Energy: an OECD report
(annexed to G20 Communique in 2015; Progress Report submitted to G20 GFSG in 2016)

Barriers to investment

Lack of investment environment
Weak or uncertain energy and

climate policies
Regulatory policies with
unintended consequences
Lack of suitable financial
vehicles

Shortage of information on
bankable projects

Green Finance and Investment

Mapping Channels
to Mobilise Institutional
Investment in Sustainable Energy

! _ @) OECD

Key policy recommendations

v' Establish pre-conditions for institutional investment

v' Ensure a stable “investment grade” policy
environment - evaluate and fix unintended
regulatory impacts

v' Address market failures (incl. lack of carbon pricing
& remove fossil fuel subsidies)

v" Provide a national infrastructure road map &
pipeline

v’ Facilitate the development of liquid financing
instruments (e.g. green bonds)

v Facilitate the development of risk mitigants

v" Reduce the transaction costs of green investment
(e.g. aggregation and “warehousing”)

v" Promote market transparency, disclosure,
standardisation and improve data availability

v’ Establish a “green investment bank” or refocus
existing public financial institutions

Source:

OECD, 2015: http://dx.doi.org/10.1787/9789264224582-en




OECD report (April 2017): Mobilising Bond
Markets for a Low-Carbon Transition

Green Finance and Investment

Mobilising Bond Markets
for a Low-Carbon Transition

Contents

1. Overview of the development of the
green bond market

2. Review of barriers, policy actions
and options for green bond market
development

3. Quantitative analysis of the potential
role of bond markets in a low-carbon
transition

. Building on previous papers contributed to

' the G20 Green Finance Study Group .

. » Green Bonds: Country Experiences, Barriers and

: Options (Sept 2016, with ICMA/CBI/GFC) '

» A Quantitative Framework for Analysing

' Potential Bond Contributions in a Low-carbon
Transition (Oct 2016)




Development of the green bond

market

Rationale for green bonds

Issuers:

v

Investor base diversification
(more funding source, lower
volatility

v' Enhanced credibility of
environmental strategy

v' Lower cost of capital?

Investors:

v' Satisfies demand for
environment-friendly investment
without sacrificing return

v" Enhanced information about
issuer

v" Hedging climate risk in low

carbon scenario

Annual issuance of green bonds (USsD billion)

u ABS
M Project

US Municipal

B Corporate

B S5A

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Source: SEB analysis provided to OECD, based on Bloomberg data

Some recent developments

' > Diversification of players / countries |

» International and country-specific guidelines
» Emergence of “sovereign” green bonds :

_________________________________________________________________
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Barriers and policy actions

Barriers

General challenges to bond
market development

Lack of awareness

Lack of supply of bankable
green projects

Additional issuance costs
Definitions and standards

Policy actions
» Establish preconditions

» Communication and
promotion

» Green investment policies

» Public intervention (risk
mitigants / transaction
enablers)

» Public sector issuance
» Greater standardisation

v However, balance between market
confidence and transaction costs Is
critical




Potential for low-carbon bond issuance to 2035 in
a 2 degree scenario:

In China, Japan, EU and US (in the renewable energy, low-emission vehicle
and energy efficiency in buildings sectors)

o 0 1,900 5
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OECD Centre on Green Finance and Investment

% FORUM 2017

24-25 October 2017

-

OECD, Paris

http://oe.cd/forumgfi

W #OECDgfi

§2 @) OECD

p BETTER POLICIES FOR BETTER LIVES

OECD Forum on Green Finance and Investment

» The main annual global event for the OECD Centre
on Green Finance and Investment

» Gathers senior policy makers and key actors in
green finance and investment from around the world

New global platform
for scaling up the
green finance work

Current planned work
of the Centre
Includes:

Green infrastructure
project pipelines

Country-level clean
energy finance and
investment policy
reviews and
Implementation support

Centre Webpage
http://www.oecd.org/cgfi
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%7) Climate Bonds Initiative (2016) “Bonds and Climate Change : The State of the Market in2016", https://www.
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