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Investment in financial intermediary (FI) projects now accounts for roughly 40 per-

cent of IFC’s total portfolio, making IFC well placed to play a leadership role in 

encouraging its FI clients to pursue sustainable lending and investment practices. 

IFC continues to build on its relationship with over 400 regional and local banks, as 

well as with 120 private equity funds in emerging markets which have been applying 

our social and environmental standards for many years. And we are now supporting 

the Equator Banks in applying these standards to global project finance.

By working through FIs, IFC can sup-
port transactions significantly smaller 
than those we finance directly, with an 
important aggregate impact on business 
growth in our client countries. In FY04, IFC 
committed $641 million in investments 
that targeted SMEs through microfinance 

institutions, leasing companies, banks, 
and credit bureaus. Since 2002, IFC has 
worked to strengthen the capacity of FI 
clients through our Sustainable Financial 
Markets Facility (SFMF). Funded by IFC 
and donors with a total target value of $15 
million, SFMF is IFC’s vehicle for provid-

ing training and best practice guidance to 
FIs on sustainable banking and finance, in 
partnership with local and regional orga-
nizations. FI clients attend sustainability 
training and implement social and environ-
mental management systems in accor-
dance with IFC policies and guidelines.
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the Lagos Business School, the Asso-
ciation for Sustainable and Responsible 
Investment in Asia (AsrIA), and the Union 
of Arab Banks, we have expanded our 
training programs worldwide with over 
200 financial institutions participating in 
the past year.

Technical Assistance 
& Capacity Building
The African Institute of Corporate Citizen-
ship’s (AICC) Center for Sustainable Invest-
ing, funded by IFC and launched in June 
2004, is a focal point for research and net-
working on sustainable finance in Africa, 
and is IFC’s main partner for delivery of 
training and technical assistance to FI 
clients in the region. In FY04, we worked 
with the Center to provide consulting 
support to Africa Bank on its social and 
environmental management system and 
annual sustainability reporting. The project 
improved the bank’s transparency with 
measurable business benefits, serving as 
a case study for other emerging market 
banks as they start to focus on the Global 
Reporting Initiative, and best practices for 
disclosure. SFMF is also providing a range 
of services to private equity investment 
funds, for instance, working with Tunin-
vest, a Tunisian investment fund, to iden-
tify value-adding social and environmental 
performance opportunities in its portfolio 

of 17 Tunisian companies from the agri-
business, light manufacturing, and retail 
sectors. We have since provided a grant 
to Tuninvest to implement cleaner produc-
tion projects in two of these companies.

Best Practice Resources
To highlight the market relevance of 
sustainability issues, IFC disseminates 
best practice publications to target senior 
decision makers in emerging market 
financial institutions. Our Market Intel-
ligence Briefs (MIBs) are distributed free 
of charge via e-mail to subscribers and 
analyze diverse topics such as sustain-
able finance activities and trends in Brazil, 
and carbon trading opportunities for 
emerging market FIs. Through strategic 
partnerships with other development 
banks, business schools, industry asso-
ciations, and grassroots organizations, 
IFC is successfully disseminating its 
knowledge resources and supporting 
partners to develop regional expertise 
to share across the global financial sec-
tor. For example, IFC recently partnered 
with UNEP-FI to co-finance a publication 
on Sustainable Finance in Sub-Saharan 
Africa and currently provides a quarterly 
supplement on sustainability issues for 
the Union of Arab Banks newsletter, 
which is distributed to over 6,000 bank-
ers in the Middle East.

Through strategic partnerships and net-
work building with local and regional orga-
nizations, IFC has now extended its reach 
beyond its FI client base to impact more 
broadly on financial markets. Through 
SFMF, in November 2004, IFC co-hosted 
the First “International Conference on 
Sustainable Finance in Emerging Markets” 
with the Center for Sustainability Studies 
of the Fundação Getulio Vargas Business 
School in Brazil. The conference gathered 
together the world’s foremost specialists 
in the field of sustainable finance to dis-
cuss how the financial sector’s investment 
and lending practices can minimize social 
and environmental impacts, while foster-
ing sustainable development in emerging 
markets. IFC is also collaborating with the 
UN Global Compact (see p. 56) to help 
extend the compact’s reach beyond pri-
vate sector firms to financial markets.

Moving forward, IFC is implementing an 
integrated program to identify value-add-
ing sustainability opportunities in private 
equity fund portfolios, as well as develop-
ing a program for sustainable portfolio 
investment (see box on SRI in Emerging 
Markets, p. 12).

Sustainability Training
SFMF convenes Competitive Business 
Advantage (CBA) workshops that build 
the business case for sustainable finance 
by improving financial institutions’ under-
standing of the social and environmental 
risks and opportunities faced by compa-
nies in emerging markets. With a focus on 
banks, leasing, and insurance companies, 
training is tailored to meet local market 
needs by equipping managers with the 
skills to identify investment opportunities 
in new areas, such as cleaner production 
and renewable energy. It is also designed 
to develop social and environmental man-
agement systems, in compliance with 
IFC policies and guidelines, to enhance FI 
nonfinancial risk management. In collabo-
ration with regional partners such as the 
African Institute of Corporate Citizenship, 
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Environmental 
Business Finance
SMEs engaged in environmental activi-
ties face a double challenge in carving a 
niche in the market: they commonly lack 
access to finance from local FIs (banks 
and microfinance institutions), and when 
they do find FIs willing to give funding, 
those FIs are often averse to acquir-

SUSTAINABLE AND RESPONSIBLE INVESTMENT (SRI) 
IN EMERGING MARKETS

As the links between sustainability performance and busi-
ness competitiveness become better understood, SRI is 
starting to gain visibility in the mainstream investment man-
agement community. To better understand the prospects 
for SRI in emerging markets, IFC commissioned a study 
of SRI trends in FY04. The report, Toward Sustainable and 
Responsible Investment in Emerging Markets, found that, 

of $2.7 trillion under SRI fund management worldwide, less 
than 0.1 percent is in emerging market assets. This indicates 
vast growth potential for SRI in developing countries, as 
well as huge opportunities to do good. The significance of 
SRI is that it has the potential to increase the volume and 
quality of domestic and international portfolio investment in 
emerging market companies that operate to high corporate 
governance, social, and environmental standards—a win-win 
outcome for business growth and sustainable development.

With the Association for Sustainable and Responsible Invest-
ment in Asia (AsrIA), and close involvement with the UN 
Global Compact’s “Who Cares Wins” initiative, SFMF is tak-
ing steps to develop SRI in emerging markets by conducting 
extensive market research and increasing awareness among 
institutional investors and pension fund and mutual fund 
managers. IFC worked with AsrIA to research the potential 
for developing SRI in Asian emerging markets, publishing a 
report in FY04 to share insights with global investors, and is 
also helping BOVESPA—the Sao Paulo stock exchange—to 
develop a “Sustainability Index” of publicly listed Brazilian 
companies. The Index will help stimulate Brazil’s nascent 
SRI industry and serve as an example to other emerging 
markets.
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ecotourism, sustainable agriculture, and 
agroforestry. The program will proactively 
develop markets for environmental busi-
ness by improving access to finance and 
by building the technical, managerial, and 
financial capacity of SMEs and FIs. This 
will enable small enterprises to capitalize 
on environmental business opportunities, 
while allowing the banks to tap profitable 
new markets. For details on the EBFP, see 
www.ifc.org/ebfp.

Emerging Market Bank 
Adopts Sustainability Agenda
In FY05, IFC provided a US$50 million 
credit line to Brazilian bank Banco ABN 
AMRO Real to support sustainability-
targeted, long term on-lending. Banco 
Real is Brazil’s fifth-largest private bank, 
with US$19.2 billion-equivalent in total 
assets as of December 2003.

The credit line will support two forms of 
sustainability-related activities: the first 
tranche of US$25 million will be used 
for medium- to long-term funding for 
environment-related projects and com-
panies; the second tranche of US$25 
million will make medium- to long-
term funding available to companies 

ing any environmental project portfolio 
due to the perceived risk of investing in 
new or untested technologies outside 
the mainstream. To address this, IFC 
launched the Environmental Business 
Finance Program (EBFP) in FY04, with 
$20 million in funds from the Global 
Environment Facility (GEF), to support 
the growth of small businesses active in 
renewable energy and energy efficiency, 
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that meet predetermined corporate 
governance threshholds and commit 
to improve their practices within an 
agreed timeframe. Banco Real will be 
the first bank to use IFC’s sustainabil-
ity methodology to help make credit 
decisions for transactions funded by 
a credit line.

In addition to the credit line, IFC’s Envi-
ronmental Business Finance Program is 
providing Banco Real with an additional 
US$1 million in loan financing and techni-
cal assistance for an on-lending program 
that will benefit SMEs with investment 
projects that target climate change, biodi-
versity loss, land degradation, and persis-
tent organic pollutants (POPs).

The Equator Principles
The Equator Principles—a voluntary set 
of social and environmental standards 
based on IFC’s Safeguard Policies—
have been adopted by 28 financial 
institutions since 2003, including three 
emerging market banks. They send an 
overwhelming signal to the market that 
nonfinancial risk management is now 
a core attribute of project finance. The 
Equator Banks are estimated to have 
arranged about 80 percent of global 
project finance lending in 2003.

With IFC policies at the heart of the Equa-
tor Principles, we have a genuine stake in 
ensuring that these standards are under-
stood and implemented within each 
financial institution. We will continue to 
offer training and guidance to the Equa-
tor institutions on applying our social and 
environmental performance standards.

The Equator Principles have demon-
strated the readiness of the financial 
sector to take a lead in nonfinancial 
risk management. The principles are 
affecting other areas of these banks’ 
operations, with some adapting these 
social and environmental standards to 
corporate lending or exploring ways to 
promote sustainable and responsible 
investment (SRI). With momentum 
gathering in this area, we hope that the 
work on the principles will help IFC pro-
mote sustainability in new markets and 
with new financial players.

INSURANCE —IMPROVING RISK MANAGEMENT 
AND SUSTAINABILITY PERFORMANCE

IFC’s Insurance Services Group works in close collaboration with our indus-
try, social, and environmental specialists to ensure that IFC offers a cohesive 
approach to business risk management. To support this growing role, the Insur-
ance Services Group is conducting research to highlight the critical importance 
of risk management issues in IFC’s business case for social and environmental 
sustainability. The objective of the study is to quantify the relationship between 
IFC’s work with clients on improving the sustainability of projects and the cor-
responding measurable benefits achieved from better risk management and 
lower insurance costs. By comparing average industry insurance loss numbers 
with similar data from IFC projects, we aim to demonstrate the advantage of 
cutting-edge social and environmental sustainability performance in contribut-
ing to a stronger bottom line for our clients.
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The Equator Banks

As of December 2004, a total of 28 financial institutions, including 
three emerging market banks, have adopted the Equator Principles.

ABN AMRO Bank Eksport Kredit Fonden
Banco Bradesco HSBC
Banco Itaú HVB Group
Banco Itaú BBA ING
Bank of America KBC
Barclays Microcredito Centrale
BBVA Mizuho Corporate Bank
Calyon Rabobank Group
CIBC Royal Bank of Canada
Citigroup The Royal Bank of Scotland
Credit Lyonnais Standard Chartered Bank
Credit Suisse Group Unibanco
Dexia Group WestLB
Dresdner Bank Westpac

For more information: www.equator-principles.com, www.ifc.org/equatorprinciples


