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SHADES OF GREEN
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Framing the Stocktaking

e Mandate: provide insights on how the Dialogue Platform on
Inclusive Green Investments could engage new stakeholders e.g.
institutional investors.

= 160 publications and documents reviewed and summarized

= |GG finance flows mapped and sectors, geographies, technologies
underserved by private finance identified.

7 case studies providing lessons learned across sectors on structuring
investments; addressing barriers; and ensuring a supportive policy and
enabling environment.

Portfolio analysis on innovative mechanisms to leverage private finance
and how to scale them up.

Studied initiatives to engage institutional investors to identify best
practices and gaps to inform approaches to be adopted by the DPIGI.
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What do we mean by inclusive green growth?

Source: www.enterprise-development.org Inclusive = base of pyramid and low income countries
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Key Findings

Literature
Review
Mapping IGG
Finance
Flows
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No Coherent Sources of Information

TOTAL PUBLIC MONEY PRIVATE MONEY
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i Total (2010/211)" 14 NA | B2 | 27 6 | 139 | NA | NA | NA | NA | NA NA

D

AGRICULTURE

l;\ AND FORESTRY (2011) 51 NA 3.78 NA NA NA NA NA NA NA NA NA

T WATER PRESERVATION,

A SUPPLY AND SANITATION (2011) 3.22 NA 3.22 NA NA NA NA NA NA NA NA NA

A

CAPACITY BUILDING AND
|O TECHNICAL ASSISTANCE (2011) 1.40 NA 1.4 NA NA NA NA NA NA NA NA NA
N DISASTER RISK REDUCTION (2011) 1.40 NA 1.4 NA NA NA NA NA NA NA NA NA
ENERGY EFFICIENCY (2011)
INFRASTRUCTURE (2011) NA NA NA NA NA

RENEWABLE ENERGY

(2004-2011) NA NA 1 NA

LCET (2009-2010) NA | NA | NA | NA | NA | NA
REDD+ (2010-2012) NA | NA | NA NA | NA | NA | NA | NA | NA | NA
o Total (2010/2011) NA [ NA| NA | NA | NA [ NA | NA | NA | NA | NA | NA | NA
E WATER (2010) 21° | NA | NA | NA | NA [ NA | NA | NA | NA | NA | NA | NA
R WASTE “("ZAE)T/S)GEMENT 052 | NA | 052 | NA | NA | NA | NA | NA | NA | NA | NA | NA

Sources: CPI, G2A2, UNEP, McKinsey Global Institute, USAID, IEA.
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e
Domestic Finance Dominates Global Historical Clean

Energy Investment Flows
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Source: Green Investment Report: The Ways and Means to Unlock Private Finance for Green Growth- G2A2, (2012)
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Key Findings

Case

Studies
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Understanding Investment in IGG Through Case Studies

Multi-
dimensional
solutions

Replication :
& Scaling Risk/Reward
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Focusing on New Technologies

e Mixed results due to non-
technical barriers

 Strategies must be localized

e Consumer and SME financing
often lacking
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New Business Models

» Challenge - developing markets
that serve lower income
populations

« Support for entire value chain is
essential

» Leverage, replication, and
sustainability can be impressive
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Provision of Information

o Absence of information on
risks/opportunities

« Modest investment can yield significant
leverage and market impact
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Effective use of Donor Support for IGG

« Work directly with private sector
e Loans with return of capital

e Patient and allow for some
failures

» Vested interests
« Approval requirements debate

ec ropa.eu

ce: .eu
Z International .
) Finance Corporation
v/ World Bank Group




_________________________________________________
Key Findings

Understanding
Leverage
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Understanding Leverage

$2.4
billion
$34.7
billion

14:1
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IFC’s Climate Portfolio
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__________________________________________________________________
Insights for Consideration

MDBs have high leverage potential

Leverage ratios mask variation across project type

Greater leverage achieved with well-established technologies and larger
project size

Climate-related investment follows underlying market trends

Active “selling” of climate-related activity helps

What gets measured gets managed

Leverage is an important “bang for buck” measure, but not the only one
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Key Findings

Institutional
Investors
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What are Typical Investor Portfolios & Allocations?

INSTITUTIONAL INVESTOR ASSET PORTFOLIOS

Sovereign Wealth Public and Private Insurers and re- Philanthropists
Funds Pensions insurers IFoundations

$5.9¢trillion in top 70 $12.trillion in top 300 $16.4 trillion in top 40 $455billion in top 40
Investing via

Investment Bank AM

Specialist AM Groups Direct Investments
Groups

Investing in

Equities Fixed Income Alternatives
45-50% 35-40% 5-10%

Hedge Funds 3-4% Tangible Assets
PE 1-5% 3-7%

el Forestry
Data from industry publications current at June 2013. cal Estale IAgribusiness
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Institutional Investors: Decision Making

ife.col

www.leadership-skills-for-life.com
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Barriers to Investment

e Lack of an economic business case

« No material weight (if any) on “inclusive”
 Inconsistent terminology used

e Policy uncertainties

e Developing country risks

e Lack of track record

 Liquidity concerns

e Investment time horizons
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Domestic and South-South Investing Offers Opportunities

Top Pension Funds Assets by Regions (2006 - 2011) in USS billions
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Source: OECD Pension Markets in Focus http://www.oecd.org/daf/fin/private-pensions/PensionMarketsinFocus2012.pdf
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Sustainability Needs to be an Integral, Targeted Part of
Financial Investment Strategies

Investment Objectives Portfolio Strategy

RETURNS

ALTERNATIVE
INVESTMENTS

USTAIN- b

ABILITY
TRADITIONAL
INVESTMENTS

RISK LIQUIDITY

Source: Returns in Low-yield times: Alternatives for returns in a low interest rate environment, Allianz Global Investors, 2013
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Mapping Progress by Investor Initiatives Toward Filling
Gap Between Investor Interest and IGG Investment Needs
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Broad Framework Objectives for the DPIGI

Build or Catalyst Fundamentally
Global Platforms Change the Investor
Mindset
r A
B =
Encourage Effective -
Government Action Increase Investor
Support for

Industry Initiatives




Aditi Maheshwari: amaheshwari®@ifc.org
Alan Miller: astanley92@gmail.com
Shilpa Patel: patel.shilpa@me.com

Publications at: www.ifc.org/Report-MobilizingGreenlnvestment

THANK YOU

www.ifc.org/climatebusiness
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