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Overview of Green Bonds
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EX-ANTE EX-POST

BOND SPECIFIED USE

OF PROCEEDS

GREEN

BOND

For green bonds’ use of proceeds, IFC applies its 

definitions and metrics for climate related activities

Ex-ante screening of eligible

assets is conducted through the

process of External Review

provided by a third-party

Ex post reporting is both on the

use of proceeds and the impact

of the financed projects. The

Issuer has to prepare annual

impact report on financed

projects

What are green bonds?

https://www.ifc.org/wps/wcm/connect/8ea3b242-c6bb-4132-82b1-ee4bd7007567/IFC+Climate+Definitions+v3.1+.pdf?MOD=AJPERES


Overview of Social Bonds

What is a Social Bond?
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“Social Bonds are any type of bond 

instrument where the proceeds will be 

exclusively applied to finance or re-finance 

in part or in full new and/or existing 

eligible Social Projects…

Social Projects directly aim to address or 

mitigate a specific social issue and/or seek 

to achieve positive social outcomes 

especially but not exclusively for a target 

population(s).”

ICMA Social Bond Principles, June 2018



Green/Social Bonds vs. Sustainability Bonds

How do Social Bonds differ from Green Bonds and Sustainability Bonds?
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• Sustainability Bonds are bonds where the proceeds will be exclusively  applied to finance or re-

finance a combination of both Green and Social Projects.

• Sustainability Bonds are aligned with the four core components of both the Green Bond 

Principles (GBP) and Social Bond Principles (SBP) with the GBP being especially relevant to 

underlying Green Projects and the SBP to underlying Social Projects. 

• The Four Core Components are found in ICMA’s Sustainability Guidelines: 

https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-bond-guidelines-

sbg/

• ICMA has also published a Mapping to the Sustainable Development Goals for Social, 

Sustainability and Green Bonds to help market participants evaluate the financing objectives of a 

given Green, Social or Sustainability Bond against the Sustainable Development Goals (SDGs).

Social BondsGreen Bonds

https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-bond-guidelines-sbg/


Green/Social/Sustainable Bond Principles are voluntary international guidelines which the issuer can put in

place to issue a credible social bond that will also attract socially responsible and impact investors. The

principles are published by the International Capital Markets Association (ICMA)

IFC can transfer best in class knowledge and reporting standards as one of the World’s largest issuers 

of social bonds, as an Executive Committee Member of ICMA and part of the GBP/SBP Working Group

Green/Social/Sustainable Bond Principles – Transparent Framework

What are the Green/Social/Sustainable Bond Principles (GBPs/SBPs)?

• Criteria for use of proceeds should be clearly defined

• There should be a specific process for project selection

• The issuer has to appropriately manage the funds ensuring that they are only used for 
applicable projects in line with the eligibility criteria

• The issuer has to report on its use of proceeds, available amounts and projects 
financed

• External review to confirm alignment of social bond issuances to the key features of the 
GBP/SBP though not mandatory, is advised 

Key considerations

• Are a voluntary process guidelines that recommend transparency and disclosure
and promote integrity in the development of the social bond market

• Provide issuers with guidance of the key components involved in launching a credible
social bond

• Aids investors, by ensuring availability of information necessary to evaluate the social
impact of their investment

• Assists underwriters by moving the market towards standard disclosures which will
facilitate future growth of socially impactful transactions.

Why are the GBPs/SBP necessary?
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GBP/SBP have Four Core Components

Use of Proceeds

• Identify eligible  
Green/Social/Sustain
able Project 
categories where 
funds will be used 
and disclose this in 
the  Use of Proceeds 
section of the legal 
documentation for 
the Social Bond

• All identified 
categories need to 
provide clear social 
benefits that can be 
described, assessed, 
and where feasible, 
quantified.

Process for Project 
Evaluation and 

Selection

• Outline the 
investment decision-
making process to be 
followed in 
determining the 
eligibility of an 
individual project(s) 
using Social Bond 
proceeds 

• Work to establish 
impact objectives 
from the projects 
selected, including 
the metrics aligned 
against it.

Management of 
Proceeds

• Proceeds should be 
tracked by the issuer 
to ensure that they 
are used for the 
declared purpose 
and attested to by a 
formal internal 
process. Proceeds 
need to be placed in 
separate sub 
account pending 
disbursement to 
eligible projects

• Issuer to disclose 
types of assets into 
which 
green/social/sustaina
ble bond proceeds 
not allocated to 
Eligible Projects will 
be invested

Reporting

• Report at least 
annually on the 
specific investments 
made from the 
Green/Social Bond 
proceeds (in addition 
to disclosure of Use 
of Proceeds and the 
eligible investments 
for unallocated 
proceeds)

• Throughout the life of 
the investment, 
report on quantitative 
and/or qualitative 
performance 
indicators metrics, 
where feasible, to 
measure the impact 
of the investments 

• investment.

IFC team can help an issuer to understand and apply above guidelines necessary for a 

Green/Social/Sustainable Bond 
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Key actions expected of Green/Social/Sustainable Bond Issuer



External Review Recommended to Ensure Alignment with GBP/SBP

In addition to reporting, issuer can obtain different types and levels of external review

Consultant Review

An issuer can seek advice from consultants and/or institutions with recognized social

expertise or other aspects of the issuance of a Social Bond, such as the

establishment/review of an issuer’s Social Bond framework. "Second opinions" may fall

into this category

Verification

An issuer can have its Social Bond, associated Social Bond framework, or underlying

assets independently verified by qualified parties, such as auditors. In contrast to

certification, verification may focus on alignment with internal standards or claims made

by the issuer. Evaluation of the socially sustainable features of underlying assets may be

termed verification and may reference external criteria

Rating

An issuer can have its Social Bond or associated Social Bond framework rated by

qualified third parties, such as specialized research providers or rating agencies. Social

Bond ratings are separate from an issuer’s credit rating as they focus on social

performance data, the issuer’s framework, or other social and sustainability benchmarks.

Certification

An issuer can have its Social Bond or associated Social Bond framework or Use of

Proceeds certified against an external social standard or label. An standard or label

defines criteria, and alignment with such criteria is tested by qualified third parties /

certifiers
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Socially Responsible Bonds are on a Positive Trend

• Social bond issuance is growing rapidly, underpinned by the success of green bonds

• Since 2016, approx. US$15.6bn of social bonds, US$19.5bn of sustainability bonds and

US$267bn green bond issued

• Primary supply is driven by sub-nationals, multi-laterals and financial institutions

• In 2017, 58% of the social bonds were issued by sub-nationals, 24% by multi-laterals

and 18% by financial institutions

• Examples of private sector issuance

• Social bonds: BPCE, Danone, National Australia Bank, Garanti Bank, etc.

• Sustainability bonds: Starbucks, Turkish Bank TSKB, etc.

2.4

9.2

4.0
5.1

9.0

5.4

0.0

2.0

4.0

6.0

8.0

10.0

2016 2017 2018 YTD

Social and Sustainability Bonds  (in US$ 
billion)

Social Bonds Sustainability Bonds

93.4

133.7

40.0

0.0

50.0

100.0

150.0

2016 2017 2018 YTD

Green Bonds (in US$ billion)

Source: HSBC, Bloomberg – As of May 2018
8

International Primary Markets



Sizeable Climate Investment Opportunities in Thailand (1/2) 
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Sizeable Climate Investment Opportunities in Thailand (2/2) 
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ENERGY:

Low carbon generation, 

energy efficiency, 

storage, smart grids, 

sustainable energy 

access

TRANSPORTATION:

Energy efficient 

components, fuels 

and logistics

WATER:

Capture, treatment, 

conservation, 

wastewater treatment, 

access

AIR & 

ENVIRONMENT: 

Carbon credits, 

trading and 

offsets

BUILDINGS: 

Low carbon strategy, 

energy efficiency, 

sustainable materials, 

green buildings

MANUFACTURING

: Green chemicals, 

RE/EE supply 

chain, cleaner 

production

AGRICULTURE 

& FORESTRY: 

Land mgmt, low 

carbon and adaptation 

strategies, biomass, 

biofuels, EE

RECYCLING

& WASTE:

Recycling and waste 

treatment services

Sectors with climate / green projects



Over 2/3 of IFC client banks are active in financing climate business
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Note: Sample of 42 banks

24% 33%

4%

72%

Note: Sample of 135 banks

Interested Clients

Non-Active

Active Clients

Banks

Financing

Climate

Business

5%

62%
NPL is the same as other 

non-green portfolios

NPL is higher compared to 

other non-green portfolios

NPL is lower compared to 

other non-green portfolios

Climate

Portfolio

Performance

• 135 FIG investment portfolio clients surveyed

• The sample represented over 25% of FIG portfolio clients that have lending operations

• 72% of bank responded that they provided climate lending – up from 61% the year before



SOCIALLY RESPONSIBLE BOND ISSUANCE BENEFITS (1/2)
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Benefits to the issuer

Establishment of  improved monitoring 
and reporting requirements to better 
capture positive impacts of the 
bank's environmental finance 
activities

Over time, increased demand is likely to 
drive favorable terms and a better 
price for the issuers, compared to a 
regular bond from the same issuer

Risk mitigation: regulations in certain 
markets allow an issuer to raise longer 
term funding, a critical source for banks 
to expand their infrastructure funding, 
and alleviate its asset liability 
mismatches

Enhancement of Franchise value by 
helping issuers effectively communicate 
their sustainability strategy

Encouraging greater institutional 
focus on climate, socially responsible 
finance and sustainability and creating 
internal synergies between financial and 
sustainability departments

Experience issuing socially-responsible 
bonds will enhance the issuers 
credibility in competing for 
opportunities with a sustainability 
dimension

Tapping a wider investor base and 
creating a value added offering for the 
existing investor base



SOCIALLY RESPONSIBLE BOND ISSUANCE BENEFITS (2/2)
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Investor’s view on green bonds:

"As strong believers in the change green bonds can achieve, we think

corporations across all industries should consider issuing [them]"

Enrico lo Guiudice – MainStreet Partners

Issuer’s view on green bonds:

"Being the first Australian corporate to issue a green bond has

confirmed that investors recognize our leading sustainability credentials

and are confident in our commitment and ability to consistently deliver

sustainable outcomes on our projects."

Tiernan O’Rourke, Chief Financial Officer, Stockland

Market’s view on green bonds:

"Green bonds also attract new investors. When Unilever, a consumer-

goods company, issued a £250m (US$416 million) green bond in

March, 40% of the issue was snapped up by people outside Britain—an

uncommon response to a sterling bond" –

Economist

Benefits to the issuer



IFC Green/Social/Sustainable Bond Product Offering
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IFC debt capital market 

products offering

Funded and unfunded

instruments: IFC offers a

range of instruments to help

potential issuers access Debt

Capital Markets from bridge

financing to security credit

enhancement and direct

investment in the new issue

A flexible approach to

support the issuance

process: the different products

available may be proposed

within a single credit approval

in order to provide flexibility in

the funding strategy and help

prospective issuers adjust to

changing market environment

Helping clients access to financing through a wide range of solutions

Anchor

Investment 

Bridge

Financing

Credit

Enhancement

Advisory

Services



Green/Social/Sustainable Bond Technical Support
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IFC´s technical support for potential issuers

Work with the issuer

to:

• Identify climate 

finance market 

opportunities 

• Screen issuer’s 

pipeline/ portfolio to 

identify eligible green 

assets

• Provide issuer with 

tools to measure and 

report impact

Provide training on:

• Green 
/Social/Sustainable 
Bond Principles

• Structuring a bond to 
comply with the 
GBP/SBP, including:

o Use of proceeds
Criteria

o Impact reporting 
Parameters

o Reporting
mechanism

Build issuer’s capacity:

• To offer / scale up 
green/social-
responsible finance with 
their clients

• To manage the green 
/social/sustainable bond 
process

• Provide targeted 
training to improve 
climate/socially-
responsible finance 
capacity and pipeline 
development

• Support client’s market 
development

Portfolio Supervision 

(Post disbursement):

• Sub-project 

monitoring on a 

periodic basis

• Portfolio feedback in 

line with the stated 

criteria and 

requirements



IFC Policy Work for Sustainable Finance/Green Bond Regulations/Guidance (2/2)
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Capacity building & policy development 

support

• Technical training to the working groups

formed by banking associations and/or

central banks, and/or capital market

regulators

• Expert support for green bond policy drafting

and stakeholder consultation

• Policy launching and implementation support

Country assessment

• What green finance policies are in force in the

country, what kind of incentives set for various

sectors

• What kind of green assets local banks already

support (this might include portfolio review

support for some top banks), and what is the

current trend

• What is the appetite for bond issuance/green

bond issuance from the local FIs

• What is regulators’ interest in developing green

standards for their market

THREE KEY INGREDIENTS FOR GREENING THE FINANCIAL SECTOR

Banks and Financial

Institutional Lending
Debt Capital

Markets

Policy/regulatory

support



IFC Policy Work for Sustainable Finance/Green Bond Regulations/Guidance (1/2)
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THANK YOU

Questions? 

WWW.IFC.ORG


