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Figure 1: Climate, green and sustainable finance landscape 
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1. Overview
Sustainability-linked bonds in 'rapid growth' as more firms tap ESG debt market

Figure 2 : Annual Sustainable Debt Issuance, 2013-2021  (USD Billion)

Source: Bloomberg New Energy Finance 

• Sustainable debt issuance 
climbed more than US$1 
trillion in 2021.

• SLBs issuance have reached to 
$91 billion in 2021, from $8.2 
billion in 2020. 

• Like green bonds, SLBs are 
largely unregulated, but 
usually adhere to voluntary 
principles published by the 
International Capital Market 
Association (ICMA) trade body.

• Regulators across the globe 
now face the challenge posed 
by sustainable debt’s rise.



2. Sustainable Finance
Sample: Green Bonds , Sustainable linked bonds…

Green Bond Social Bond
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Sustainability Linked Bond

The Sustainability-Linked Bond 
Principles* (SLBP): 
1- The key performance 
indicators (KPIs)
2- The sustainability 
performance targets (SPTs)
3- Bond characteristics
4- Reporting
5- Verification (Second Opinion 
Party)

*h#ps://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2020/Sustainability-Linked-Bond-Principles-June-2020-171120.pdf

• Subject to bond framework 
• Bond proceeds dedicated to 

specific projects 
• Impact report 

• No requirements for use of 
proceeds 

• Issuer committed to meet 
SDGs/KPIs/ESG ratings 

• No framework mandatory 
• Penalties and/or incentives 

applied when goals are 
met/not met 
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1. Use of Proceed
2. Evaluate projects
3. Management of proceeds
4. Reporting

Structure Main features ESG Bond Instruments

Example of SLBs:
- Bri<sh retailer Tesco's pledge to cut emissions by 60% from 2015 to 2025 ie Scope 1 and Scope 2.
- Canadian energy pipeline operator Enbridge, which raised $1.8 billion from two 12-year SLBs. Both include a target to cut 'Scope 1' and 'Scope 

2' greenhouse gas emissions intensity by 35% by 2030 from 2018 levels.

-

Figure 3 ESG Bond instruments (sample)

https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2020/Sustainability-Linked-Bond-PrinciplesJune-2020-100620.pdf


3. Challenges:
”Sustainability Washing”

• When KPIs are not sufficiently ambitious 
or too difficult to assess, SLBs can be 
seen by some investors more as 
greenwashing instruments than green 
bonds themselves.

• Investors already flag greenwashing 
worries over SLBs and are pushing back 
on what they see as weak or immaterial 
claims by issuers.

• There is a ‘free lunch’* for some SLB 
issuers, as their financial savings are 
higher than the potential penalty, and 
they have a call option to reduce this 
penalty.

• Investors should focus on the four key 
matters regarding the KPIs. 

Climate 
Related Gaz Emission

True
Business

Independently 
Audited

SLBs have a role to play; but investors
should act prudently to ensure that there
are sustainability friendly.

Figure 4 : Sustainability Assessment…

*”Who Pays for Sustainability? An Analysis of Sustainability-Linked Bonds:”:h=ps://papers.ssrn.com/sol3/papers.cfm?abstract_id=4007629
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4. Take Away

1. Sustainable finance will continue to 
play a significant role in tackling 
environmental and social issues

2. The evolution of sustainable finance 
enables companies from all sectors 
to access “green” funds such SLBs

3. There is no effective mechanism to 
punish companies for missing their 
targets

4. SLBs is a new market and only time 
will tell how investors react to a 
missed target

5. To those  wishing for the worst, be 
careful what you wish for…
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Table 1 an overview of sustainability-linked bond issuers year-to-date.
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• one key performance indicator 
(KPI) and an associated 
Sustainability Performance 
Target (SPT), which support 
United NaAons Sustainable 
Development Goals (SDG) 7 –
Affordable and Clean Energy and 
13 – Climate AcAon. The SPT set 
by NRG is absolute GHG 
emissions of 31.7 million metric 
tons of carbon dioxide 
equivalent by the end of 2025.

Table 2: Sustainable Development Goals
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Table 3: Climate Bond Standards Taxonomy

Annex 4



References
• h"ps://www.icmagroup.org/sustainable-finance/the-principles-guidelines-and-handbooks/sustainability-linked-bond-principles-

slbp/
• Malcolm P Baker, Daniel B. Bergstresser, George Serafeim, and Jeffrey A. Wurgler. Financing the response to climate change: The 

pricing and ownership of u.s. green bonds. pages 39–60, 2018. doi: h"p://dx.doi.org/10.2139/ssrn.3275327. 
• Julien Xavier Daubanes, Shema Fr ́ed ́eric Mitali, and Jean-Charles Rochet. Why do firms issue green bonds? Swiss Finance Ins\tute 

Research Paper No. 21-97, 2021. doi: h"p://dx.doi. org/10.2139/ssrn.3996238. 
• Serena Fa\ca, Roberto Panzica, and Michela Rancan. The pricing of green bonds: Are financial ins\tu\ons special? Journal of 

Financial Stability, 54:100873, 2021. ISSN 1572-3089. doi: h"ps://doi.org/10.1016/j.jfs.2021.100873. 
• Julian F K ̈olbel and Adrien-Paul Lambillon. Who pays for sustainability? an analysis of sustainability-linked bonds. Technical report, 

Working paper, 2022. 
• David F Larcker and Edward M Wa"s. Where’s the greenium? Journal of Accoun\ng and Economics, 69(2-3):101312, 2020. 
• Marcin Liberadzki, Piotr Jaworski, and Kamil Liberadzki. Spread analysis of the sustainability- linked bonds \ed to an issuers

greenhouse gases emissions reduc\on target. Energies, 14(23), 2021. ISSN 1996-1073. doi: 10.3390/en14237918. URL 
h"ps://www.mdpi.com/1996-1073/ 14/23/7918. 

• Lasse Heje Pedersen, Shaun Fitzgibbons, and Lukasz Pomorski. Responsible inves\ng: The esg-efficient fron\er. Journal of Financial 
Economics, 142(2):572–597, 2021. 

• Olivier David Zerbib. The effect of pro-environmental preferences on bond prices: Evidence from green bonds. Journal of Banking 
and Finance, 98:39–60, 2016. doi: h"ps://ssrn.com/ abstract=2889690orh"p://dx.doi.org/10.2139/ssrn.2889690. 

• h"ps://www.ecb.europa.eu/paym/coll/standards/marketable/html/ecb.slb-qa.en.html
• h"ps://www.reuters.com/business/sustainable-business/enbridge-raises-funds-sustainability-bonds-climate-goal-push-2021-06-

29/
• The Economics of Sustainability Linked Bonds : h"ps://ecgi.global/sites/default/files/working_papers/documents/gibsonfinal.pdf

https://www.ecb.europa.eu/paym/coll/standards/marketable/html/ecb.slb-qa.en.html
https://www.reuters.com/business/sustainable-business/enbridge-raises-funds-sustainability-bonds-climate-goal-push-2021-06-29/

