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Recent Developments in Financing

» Political environment : green is top of the agenda

» In 2018 a new product took the world of corporate financing by
storm: green loans.

» Green loans are aimed at advancing environmental sustainability
until quite recently came under the umbrella of Green Bond Princip

» Since 2018 their own guidelines known as Green Loan Principles

» The Green Loan Principles have been jointly developed by the leading
lenders active in in the green-loan market to promote the developmen
and integrity of the green-loan product.

» These principles aim to create a framework of market standards and
guidelines as well as offer a consistent methodology preserving the
integrity of the green-loan market.



https://www.bbva.com/en/green-loans-tool-finance-sustainable-development/
https://www.bbva.com/en/10-years-green-bonds-sustainability-started-count-investments/
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/LMA_Green_Loan_Principles_Booklet-220318.pdf
https://www.bbva.com/en/green-loans-tool-finance-sustainable-development/

Recent Developments in Financing

How was 2018?

e USD167.3bn total green bond issuance* 2018 volume by issuer type
o 3% growth* on 2017

e 1,543 green bond issues from 320 issuers*
e 204 new issuers, bringing the total to 625*
® 44 countries, of which 8 new countries*

* EUR4.5bn (USD5.5bn) — largest single green bond,
issued by the Kingdom of Belgium

e New sovereign green bonds from Belgium,
Indonesia, Ireland, Lithuania, Poland and the
Seychelles, and two taps of France’s GrOAT
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Recent Developments in Financing

The 2018 edition of the GBP* remains framed by four core com

» Use of Proceeds: utilisation of the proceeds for Green
(should provide clear environmental benefits)

» Process for Project Evaluation and Selection Management of
Proceeds: issuer should clearly communicate to investors the
environmental sustainability objectives; and manage potentia
material environmental and social project risks.

» Management of Proceeds: track of net proceeds to eligible
Green Projects

» Reporting: Issuers should make, and keep, readily available u
to date information on the use of proceeds to be renewed
annually (annusl report)

Recommendations for the use of external reviews.

*ICMA (International Capital Market Association)



Project Boundaries: GHG emis
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Project Financing: Public and priva

For public financial institutions is all increasingly abous
clients to meet their climate change targets!

 Commit to help clients to deliver on the goals of the Pa
agreement

1 Multilateral Development Banks (MDB) collective efforts tt
climate change will add to USD$65 billion* annually to 2

d MDB to help clients move away from fossil fuels and/or |
substitution with renewals and/or less polluting fuels

World Bank estimates




Project Financing: Public and priva

For private sector institutions is still all about profitabili
climate change targets!

O Private sector investors can mobilize a further USD$ 40
by 2025 through technical assistance, use of guarantees
de-risking instruments to help tackle climate change

O Private sector is still actively engaged in fossil fuels but nee
assurances on measures the project is taking to reduce Clim
Impact

O Private sector interest in proven technologies that can mak
projects greener like CCS and CCUS

World Bank estimates



Project Financing: Public and priva
» Saudi Aramco holds Biggest IPO Prize for World's Top Banks

» Saudi Aramco holds biggest history PO prize for Top Global banks

» Official kick-off 15t week Nov 2019 of what could be the world's largest
initial public offering.

» Saudi Arabia is reportedly targeting a valuation between $1.5 trillion to
S2 trillion for Aramco, the most profitable company in the world.

» Saudi Aramco to float 1% to 2% of its stake in the Tawadul market in
Saudi Arabia that could be worth around USDS20 billion.

» The company will release a prospectus on November 9, Chief Executive
Officer Amin Nasser confirmed at the same conference.

Offering is already over subscribed!!!



https://r.search.yahoo.com/_ylt=AwrGHTYw68Fd5isAeDzvNIpQ;_ylu=X3oDMTJkdGU5c241BHNlYwNjZC1hdHRyBHNsawNzb3VyY2UEdnRpZAMEcnVybANodHRwczovL3d3dy55b3V0dWJlLmNvbS93YXRjaD92PWhwWTJaTXQzR0Mw/RV=2/RE=1573018544/RO=10/RU=https:/www.youtube.com/watch?v=hpY2ZMt3GC0/RK=2/RS=iNFHmoabK2_TxtJCHmSJtdnULfM-
https://markets.businessinsider.com/commodities/news/saudi-aramco-most-profitable-company-earns-68-billion-nine-months-2019-10-1028639655?utm_source=markets&utm_medium=ingest

Project requirements for Private Fin

Projects independent of the resource should aim at incre

» Energy access (according to the WB more than 840 m
people without access to electricity, ~90% are found |
Saharan Africa (~570mn) and South Asia (~260mn)

» Reliability (Electricity supply is unreliable across develo
regions, but the problem is acute in Sub-Saharan Africa (7.
and South Asia (5.9))

» Climate change impact (GHG/ CO2 emissions are most
concentrated in regions with relatively better electricit
access, such as Europe & Central Asia, and East Asi
Project to demonstrate can achieve these targets wi
technoloaqies (e.g. CCS/CCUS)




Project requirements for Private Fi

Key highlights from the Global Status of CCS (2017) are:

» To reach Paris climate targets:

- more than 2000 CCS facilities will be needed by 2040
-14 % of cumulative emissions reductions must be derived from C

» CCSis a key clean technology capable of decarbonising industry
steel, chemicals, cement, fertilisers, pulp and paper, coal and ¢
fired powered generation;

To date, more than 220 million tonnes of anthropogenic CO, has
safely and permanently injected deep underground;

CCS/CCUS technologies are proven so lower risk of implemeng
compared to a decade ago "




Project requirements for Private Fi

>

There are now 17 large-scale CCS facilities operating global
four more coming onstream in 2018;

Several of these projects are proven to be commercial

High impact- Capex intensive: Current CO, capture is 37 millio
per annum (Mtpa) - equivalent to removing eight million cars f
road each year;
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Concluding remarks

>

Emissions reductions targets as part of the Paris Climate Agree
a shift in financing energy systems

Public finance has a a critical role in achieving a low-carbon inve
energy requiring large-scale private sector engagement (e.g. CCS).

Investors and banks have to work with energy companies to help t
their business models to ensure resilience through energy transitio

The private sector is ready to invest in proven technologies like CCS /
that provides green targets for their investment globally,

Perception of high risk in emerging markets acts as a constraint on the
financing of energy projects in key countries.

Public spending through multilateral development banks (MDB’s) have|a k
role with governments to unlock private sector investment by aggregati
and de-risking projects.
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