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2016: 1.69 (F) degrees above 20th century average

Warming is already “locked-in”



HOW WE INVEST 
MATTERS

Seeking Out and 
Scaling Up Low 
Carbon, Climate 
Resilient 
Investment 
(LCR)

Addressing and 
Reducing Risks 
Posed by 
Climate Change
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• Financial Institutions play a 
pivotal role in scaling up and 
directing finance

• Costs of climate risk may 
undermine performance of 
all assets/investments 

• Adaptation and “Resilient” 
Investments/Investment in 
Resilience needed now more 
than ever

Two Simultaneous Actions Needed



FILLING THE GAP IN 
FINANCIAL ECOSYSTEM
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• In many markets, there are little/no dedicated 
sources of financing for enhancing resilience 
in investment;
• Some cases these are gaps at local level; 

include smaller sized investments
• Some cases these are at national level, 

especially in emerging markets where local 
financial sector less dynamic

• In the absence anything to catalyze 
investment, unlikely to happen quickly

Specialized blended finance entities (i) work locally/nationally where financing gaps 
exist, (ii) leverage private investment in parallel to mainstreaming efforts

Result: Catalyzing investment faster than would otherwise happen



BLENDED FINANCE FOR 
RESILIENCE
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LRC Projects

Public Sources – Federal 
Budget

Public Sources – State 
Budget

Philanthropic Sources

Public/Patient Sources Products and Tools

Resilience 
Bank 

Resilience 
Fund 

Resilience 
Initiative

Co-Lending/Financing 
(Debt and Equity)

Risk Mitigation & 
Credit Enhancement 
(Guarantees, First Loss Green 
Bonds)

Innovative Financing
(Tax Credits, Lien-based 
Financing)

Grants
(Technical Assistance, 
Advisory Services)

“Money In” “Money Out”

Benefits

(Tangible)

• Enhanced, upgraded 
infrastructure

• Fewer financial & economic 
costs/losses

• Damages
• Lost revenues
• Decreased costs
• Reduced productivity

• Less downtime during disasters

(Intangible)

• More “resilient” communities, 
including economic, financial 
and social resilience

• Less “systemic” stress



7

THE GIB MODEL IS 
ATTRACTING ATTENTION

“The key added value of green banks, for example, is their capacity to foster institutional innovations and 
partner with other financial and regulatory institutions to increase the diversity and depth of local 
financial markets in order to enhance the domestic supply of green finance.”

“…GIBs are making a case that centralizing expertise in a new independent institution dedicated to 
mobilising green private investment can be an effective approach to unlocking larger flows of private 
capital.”

“In a number of G20 countries, national development finance institutions (as well as specialist green 
investment banks) have proved instrumental to improve management of environmental risks and crowd-
in funding from the private sector.”

– UN Inquiry: Design of a Sustainable Financial System report: The Financial System We Need

– OECD report: Green Investment Banks:  Scaling up Private Investment in Low Carbon, Climate Resilient Infrastructure

– UN G20 Green Finance Synthesis Report 
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CHARACTERISTICS OF 
GREEN INVESTMENT BANKS
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Adapted from  the OECD report, “Green Investment Banks: Scaling up Private Investment in Low-Carbon, Climate-Resilient  Infrastructure”, 2016.  
An asterisk indicates characteristics that have been added to the OECD’s list. 

GIBs

Narrow mandate

Independent

Cost-effectiveness

Additionality

Accountability

Capitalized with 
public funds*

Built to serve local 
policy and market needs*

Designed to leverage 
private capital*

A GIB is not a 
“bank” in the 

traditional 
sense, as 

does not take 
deposits, 
manage 

savings or 
provide direct 
financing to 
consumers



GREEN INVESTMENT BANK FOOTPRINT WORLDWIDE
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GIBs ARE ALREADY HAVING 
AN IMPACT… 
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UK Green Investment Bank 

Japan Green Finance Organization

GreenTech Malaysia

CT Green Bank

NY Green Bank

Clean Energy Finance  Corporation

Leverage ratios 3x, 4x…11x for 

certain investments

US$6.3 billion in capital committed 

or invested

US$22 billion total capital mobilized 

for clean energy projects

Source: NRDC and CGC calculation of Green Bank Network (GBN) participants



WHY ROLE DO GIBS PLAY? 
WHERE DO THEY “FUNCTION”
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Market currently under-invests in activities 
that can lead to high social benefits (e.g. 
classic market failure)

Acceleration of investment in these areas 
necessary, AND commercial/quasi commercial 
potential is evident

Blended Finance Approaches (e.g. green/resilience 
investment banks, city climate funds) can: 

• “fill the financing gap” left by the market; 

• reduce risks for investors

• catalyze investments

Market/fully commercial activities

Commercially-oriented Economic 
Development Agencies/

Priv Sector Development Finance 
Institutions (DFIs)

Not fully commercial 
Gap: In need of temporary concessional 

finance support

Public Sector/LT Subsidies 
(Government/NGOs)
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WHEN TO CONSIDER A GREEN 
BANK APPROACH?
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Blended finance can be seen as one tool among many to achieve development 
objectives.  It is effective in certain circumstances, specifically:

1. Address market failures which undermine economic efficiency, such as demonstrating the 
business case for commercially viable activities that deliver strong social benefits (e.g.: clean 
energy, EE, resilience enhancements)

2. Where public services/infrastructure is needed, but public sources of capital are limited

3. Limited to situations where subsidies are time-bound, and commercial sustainability is expected.  
Catalyzing investment further, faster.

Blended finance may be less effective under some conditions, such as:
1. Where inadequate regulatory framework exists;

2. In markets where counter-productive subsidies exist;

3. Perception of high political risk is too great; or

4. To support very early stage technologies (those better suited for R&D funding)



GUIDING PRINCIPLES
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• Should be projects that both the client and other financial actors couldn’t do w/out support

• Used to “de-risk” projects for the market
Additionality

• “Minimum concessionality”: Provide minimum “subsidy element” in financing to enable 
greater probability for sustainability & market transformation; minimizes over subsidizing

• Maximizing leverage of private sector

• Incentives for project sponsor aligned with impact performance

Avoids Market 
Distortion

• Time-bound: should not be applied where long term subsidies are required; limited in time 
but offered until market/track record is established; subsidy should decline over time

• Targeted approach for specific barriers (risk and cost) inhibiting investment

• Link with TA as needed: Broaden impact and achieve market transformation

Leads to 
Sustainability

• Cost effectiveness to achieve development impact 

• Governance: deploy concession funding with the highest standard of care, and with 
governance structure which manages any conflicts of interest in funding structuring and 
decision making

Upholds 
Transparency



BENEFITS OF BLENDED 
FINANCE APPROACHES
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Blended Finance Approaches combine public funding to 

leverage private capital in investments that wouldn’t 

otherwise happen;  Benefits can be:

• Financial: concessional nature (but not grants) for 
financing needs; i.e. pricing, structure, tenor 

• Risk bearing: guarantees or reserves by public 
sector to provide comfort to lenders; subordinated 
structures and willingness to be patient

• Credit enhancing: willingness to step in to 
improve credit worthiness of issuances; provide 
guarantees in lieu of security/liens, etc. 

CLIMATE FINANCE ADVISORS, LLC 

Or a combination of all of the above


