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The Strategic Alliance on Green Bond Market Development
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Support the development of prosperous and sustainable green bond markets in G20 emerging economies

Stakeholders

» 25+ technical workshops, roundtables & conferences

. Dedicated bilateral advisory support

*  Knowledge products: Green Bond publication,
webinars & online learning videos, global SF e-
learning platform

Regional
implementat Q
ion %.-
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Webinar I: Green bonds — what, why & how

Issuers

Financial intermediaries
Investors

Policymakers & regulators
External reviewers

Partners
J cebds | sm===
?-tnlntv;;g_gh-'ﬂ-‘!' % TeCh nical
Hln\n:,,:.” | partner
o °CICERO

4 B&X‘M#{N DEBANCOS DE MEXICO



'\/ “ eCICERO
german develoPPP.de Canter for nternctonal

cnnperatlon .e > Climate Research
NAR

SEB’s green and sustainable finance platform

Selected engagements as thought leader in the field

* One of the 14 founding banks setting up The Green Bond Principles (GBP)
* Member of GBP Executive Committee and External Reviewer working group

* Public private partnership with German GIZ

» Key advisor for the joint position paper on green bonds impact reporting launched at the OECD

Green Investment Financing Forum in Paris 2017

. STA’s sustainable
Green Bond structural advice Green Bond research . )
finance e-learning

_ Definition Monthly Green Bond Sustainable finance e-learning
5 Pillars of Selection research launched in to be launched in 2019
Green Bond Traceability January 2017
Framework
Transparency

Webinar I: Green bonds — what, why & how



CICERO Center for International Climate Research

CICERO is one of the world’s foremost institutes for interdisciplinary climate research.
°CICERQO Theinstitute has played an active role in the IPCC since 1995. In recent years,
CICERO has also been one of the pioneers of climate finance research.

Pioneers in Second Opinion Provision for Green Bonds
°CICERO
*  First green bond (World Bank) Shades of
*  First municipal green bond (Gothenburg) Green
»  First corporate green bond (Vasakronan)

First green sukuk (Tadau Energy)

CICERO’s Director Kristin Halvorsen

Halvorsen was Norway’s first female Minister of Finance.

Webinar I: Green bonds — what, why & how 3
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GIZ — International Cooperation Services for Sustainable Development

 Public-benefit German federal enterprise providing
= 5 services in international cooperation for
eutsche Gesellschaft ]
I Z fir Internationale sustainable development.
Zusammenarbeit (61Z) GmbH ) _
« Working with governments, international

organizations, businesses, research institutions
and civil society in around 120 countries .

develoPPP.de programme: GIZ on behalf of the German Federal Ministry for Economic
Cooperation and Development (BMZ) works with the private sector to support innovative
projects in developing and emerging economies for sustainable development.

Webinar I: Green bonds — what, why & how
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Webinar I: Green bonds — What, Why & How

Content & learning objectives

* Background: Why green bonds

What a green bond is

The Green Bond Principles

Global green bond market development

Why issue and invest in green bonds?

Webinar I: Green bonds — what, why & how
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Background — Why Green Bonds?

°CICERO

Canter for International
Climate Research
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Global Annual Temperatures 1850-2017 (Color-Coded)

Colour-Code Global Annual Temperatures

oooooo : Ed Hawkins, Climate Lab

1850 2017

Webinar I: Green bonds — what, why & how
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Svalbard - the former Vantage Point of Glaciers

Webinar I: Green bonds — what, why & how
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COP21- CMP11

PARIS 2015

UN CLIMATE CHANGE CONFERENCE

Webinar I: Green bonds — what, why & how
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To stay well below 2°C, science tells us that...
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... greenhouse gas
emissions must go to zero
within a few decades, or we
need large-scale negative
emissions (with the
associated risks) to
compensate.

Source: flaticon.com

Webinar I: Green bonds — what, why & how
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Investors expect increased losses from extreme weather

Global losses from
extreme weather rose by
86 percent from 2007 to
2017 (EU Commission).

Webinar I: Green bonds — what, why & how
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Climate risks are financial risks

Financial risks

Physical risks

Flooding
Drought

Sea level rise
Heat stress
Wind

Extreme weather
events

Transition risks
Policy
Liability

Technology

Webinar I: Green bonds — what, why & how

Source: CICERO: Shades of Climate Risk: Categorizing climate risk for investors

&

Production /
operation disruptions|
(e.g. power,
transportation,
worker availability)

Supply chain
disruptions

Physical damage to
assets (and raising
insurance costs)

Changes in
resource / input
prices

(e.g. water, energy,
food)

Changes in demand
for
products / services

12



Business models need to change
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TCFD

TASK FORCE on
CLIMATE-RELATED
FINANCIAL
DISCLOSURES

Webinar I: Green bonds — what, why & how

Governance Strategy

Disclose the organization's Disclose the actual and potential
governance around climate- impacts of climate-related risks
related risks and opportunities. and opportunities on the
organization's businesses,
strategy, and financial planning
where such information is
material.
Risk Management Metrics and Targets
Disclose how the organization Disclose the metrics and targets
identifies, assesses, and manages  used to assess and manage
climate-related risks. relevant cdimate-related risks and
opportunities where such

information is material.

Source: Task Force on Climate-related Financial Disclosures

13
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Investors are increasingly paying attention to sustainability (ESG)

PRI Signatories’ Assets under Management (bn USD) Absolute Volume of Issued Green Bonds (bn USD)
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mmm PRI signatories' Assets Under Management (bn USD) ‘ Absolute Volume of Issued Green Bonds (bn USD) "f - 180
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Source: PRI, CBI and SEB

Webinar I: Green bonds — what, why & how 14
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Transition to sustainable economies provides investment opportunities

Today 2050 Source: CICERO

Webinar I: Green bonds — what, why & how
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Greening electricity, heat and transportation is key

Global emissions by sector
35 Gt ¢

COz Other

| Households

30 1 { el l port
Int'l transport
25 | Road transport
20 Other industry
E Cement etc.
Metals
15 Other energy
10
Electricity & Heat
5
0 S : folk.ui /rob
1990 1995 2000 2005 2010 2015 Data: IEA, Andrew 2018

Webinar I: Green bonds — what, why & how
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Green solutions are scalable

MONSTER TOY
. . 324 met
New rail lines e l
ADIF-Alta 3
Velocidad e Y
Electric and 155m
hybrid cars 111m ¥
Volvofinans J 93m 90m
Flood defenses H . ' \](
Nederlandse Eiffel Tower 12MW MHI Vestas 7MW St Paul’s Statue of 2MW
WaterSChaprank Paris turbine  8MW turbine  turbine Cathedral Liberty turbine
2022 (est) off Liverpool Planned London New York Several locations
2016 2000

Source: Reuters, GMO

Webinar I: Green bonds — what, why & how
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Part 2:
What is a green bond?

Webinar I: Green bonds — what, why & how
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What 1s a green bond?

Green Bond Definition
The
\\\ ICMA % Green Bond
International Capital Market Association ‘ Principles

Same underlying mechanisms as
regular bonds

Green bonds are any type of bond instrument

where the proceeds will be exclusively applied Main difference is that only

to finance or re-finance, in part or in full, new re-defined proiects can be financed
and/or existing eligible Green Projects P proJ

and which are aligned with the four core Cifeei Bet S EmSiions Bnslirs il
components of t%e Green Bond Principles LrEEn [pTElETs I (iRl is) wis i
P P the issuers deliver on their promise

Webinar I: Green bonds — what, why & how 19
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The Green Bond Principles

Process for

Use of proceeds | project evaluation
and selection

Management of

External review

Reporting

proceeds

* Definitions of < Keytoobtain < Traceability * Transparency
eligible sufficient and * Impact
projects knowledge monitoring reporting

» At least
annualy

aow

Mitigation = O
Adaptation

Environmental I:l

Webinar I: Green bonds — what, why & how Picture Source: flaticon.com 20
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What do green bonds finance according to the GBPs?*

7

Renewable
Energy

{:/?J

Energy
Efficiency
and inclusive
Green
Buildings

"

J

Pollution
Prevention
and Control

Webinar I: Green bonds — what, why & how
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Environmentally
Sustainable
Management of
Living Natural
and Land Use

Terrestrial and
Aquatic
Biodiversity
L Conservation

r

Clean
Transport

.

&%

e e

* These are examples of green bond eligible project categories as outlined in the GBP 2018.

Canter for International
Climate Research

Sustainable
Water and
Wastewater
Management

f Eco-Efficient \
and/or Circular
Economy
Adapted
Products,
Production
Technologies
and Processes j

Climate N

Change

Adaptation
.

o

\

Picture Source: flaticon.com
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Part 3:

Green bond market development Q/\

Webinar I: Green bonds — what, why & how
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Green Bond market surging — annual and cumulative issuance

Figure 1. Total Cumulative Issuance (USD Bn)
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Source: SEB analysis based on Bloomberg and SEB data

Webinar I: Green bonds — what, why & how
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Green Bond market growth and sectors of the market shifting

Figure 3. Green bond market growth (USD Bn) by sector

200
180
160 mSovereigns
mSupranationals
140 mGovernment agencies
w Municipal
120 m Financials
100 wm Corporates
Project
a0 = ABS/MBS
60
40
20

0 — — — -

2010 2011 2012 2013 2014 2015 2016 2017 2018
YD

Source: SEB analysis based on Bloomberg and SEB data. SSA: Sovereign, sub-sovereign
(municipaliregional), Supranafional and Agency.

Webinar I: Green bonds — what, why & how 24
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Green Bond issuance by region and country

Figure 7. Top 15 geography by issuance in 2018, incl.

PN UNITEDSTATES 233

2N CHINA 11.4 =
I3NSNAT 9.6 +1
T4 FRANCE 9.3 -1
57 BELGIUM 6.1 NEW
[ 6 SPAIN 4.9 +4
"7 SWEDEN 4.6 =
['8 CANADA 3.8 +5
[T INORWAY 35 +18
[10" GERMANY 3.4 -5
41 NETHERLANDS 2.8 -5
[12 INDONESIA 2.0 NEW
[437 SOUTH KOREA 1.7 +7
[14 JAPAN 1.6 +1
[A5NITALY 15 -3

Source: SEB analysis based on Bloomberg and SEB data

Webinar I: Green bonds — what, why & how
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Figure 8. Regional distribution of green bond issuance

25
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Source: SEB analysis based on Bloomberg and SEB data. SNAT: Supranational
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Global Green Bond market by currency

Figure 11. 2018 YTD green bond issuance by currency

Other CHF
AUD JPY

CAD 1.0%_2.6% 0.7%
(1]

Source: SEB analysis based on Bloomberg and SEB data

Webinar I: Green bonds — what, why & how

Figure 12. Cumulative green bond issuance by currency 2007-2018

BRL JPY INR NOK

AUD 795 0.5%, _0.5% g 404
1.7%

Other
2.2%

CAD
2.2% GBP

2.1%

Source: SEB analysis based on Bloomberg and SEB data. SNAT: Supranational
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Part 4:

Why issue and invest in green bonds? Q/\
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Implementing sustainability in financial systems

P Sustainable Financial - . .
Investment Principles Products Policies & Regulation Reporting

*Principles for «Green/social bonds *European Commission’s *Task Force on Climate-
Responsible Investments : Action Plan on Financing related Financial
(PRI) *Green/social loans Sustainable Growth Disclosures (TCFD)

. ritization
*Montreal Carbon Pledge Securitizatio *China’s Green Bond
*Microfinancing Guidelines and
*Equator Principles eIndices & ETEs Catalogue (2015)
+Green funds *Vietnam’s Directive on
- Promoting Green Credit
*Green listings Growth and E&S Risk
N Management (2015)
*Venture Capital *Brazil's Resolution of
. E&S Responsibility for
*Crowdsourcing Fls (2014)

Webinar I: Green bonds — what, why & how
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The green bond market ecosystem

Investors

Society Issuers
bond
EE
P cCOSystem AN
NGO’s I External
reviewers
Regulators
& standard-
setters

Webinar I: Green bonds — what, why & how
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Value proposition of green and sustainable bonds

Investors : Issuers

* Risk-Adjusted Return with Environmental ';': » Strengthen the financial position
Impact * Investor diversification
» Achieve intelligence on climate related s ° Deepened dialogue
issues inside existing management * Enhanced issuance flexibility
structure + Targeted internal dialogue between
* Risk management operations (projects), Finance and
* Climate stress Management, extended to Investors
* Regulations » Financial articulation of a sustainability
« Technology transition strategy
» Live your values - competitiveness « Live your values - competitiveness

* Mobilize human capital inside finance for society goals

Webinar I: Green bonds — what, why & how 30
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Part 4:
Wrap-up

Webinar I: Green bonds — what, why & how
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Webinar I: Green bonds — what, why & how

Learnings

» Background: Why green bonds

What a green bond is

The Green Bond Principles

Global green bond market development

Why issue and invest in green bonds?

* Webinar 2: Setting up a green bond framework
* Webinar 3: Safeguarding: Definitions, impact reporting & external review

Webinar I: Green bonds — what, why & how
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Webinar 2: Setting up a green bond framework

More information

UN Sustainable Development Goals
Paris Climate Agreement & Nationally Determined Contributions
UNEP Inquiry: The Financial System We Need (2015) & Annual Overview 2017

Task Force on Climate-related Financial Disclosures (TCED): Final Report & 2018 Status
Report

High Level Expert Group’s Final Report & EU Action Plan on Financing Sustainable
Growth

ICMA: The Green Bond Principles 2018

SEB'’s latest Green Bond research

CICEROQ'’s climate finance work

Webinar I: Green bonds — what, why & how
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http://unepinquiry.org/publication/inquiry-global-report-the-financial-system-we-need/
http://unepinquiry.org/publication/annual-overview-2017/
https://www.fsb-tcfd.org/publications/
https://ec.europa.eu/info/publications/180131-sustainable-finance-report_en
https://ec.europa.eu/info/publications/180308-action-plan-sustainable-growth_en
https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
https://sebgroup.com/large-corporates-and-institutions/our-services/markets/fixed-income/green-bonds
https://www.cicero.oslo.no/en/climate-finance-main/second-opinions
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How to contact us

Ben Powell, Senior Banker, Climate & Sustainable Finance, SEB
T. +47 2282 6675

E: ben.powell@seb.no

I: www.seb.se/mb

Harald Francke Lund, Head of Second Opinions, CICERO
T. +47 996 45 324

E: hfl@cicero.oslo.no

I: www.cicero.0slo.no

Christine Majowski, Project Manager, Sustainable Finance, GIZ
T. +49 6196 79 7277

E: christine.majowski@qiz.de

I: www.emergingmarketsdialog.org | www.develoPPP.de

Webinar I: Green bonds — what, why & how
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