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What is Sustainable Finance?
Defined by a focus on 3 key factors
Sustainable finance refers to “investment decisions that take into
account the environmental, social, and governance (ESG) factors
of an economic activity or project.”
Harvard University
https://extension.harvard.edu/blog/what-is-sustainable-finance-and-why-is-it-important/

Can be any form of Financial Service
“Sustainable finance refers to any form of financial service
integrating environmental, social and governance (ESG)
criteria into the business or investment decisions for the
lasting benefit of both clients and society at large.”
Swiss Sustainable Finance Institute
https://www.sustainablefinance.ch/en/what-is-sustainable-finance-_content---1-1055.html

What are ESG factors?
POSITIVE ESG FACTORS | Outcomes to be achieved





Enhancing food & water security
Promoting biodiversity net gain & environmental resilience
Energy efficiency | Renewable Generation
Enhancement of Social outcomes


Reducing fuel poverty



Improving financial inclusion as an engine of social mobility



Improving access to education or skills training

NEGATIVE ESG FACTORS | Outcomes to be avoided





Avoiding CO2 & other GHG emissions
Minimising environmental damage & degradation
Eliminating harmful supply-chain practices
Eliminating unethical labour practices & pay discrimination

Any form of Financial Service?
 GRANTS
o E.G. Esmée Fairburn, Joseph Rowntree Foundation

 LOANS | DEBENTURES
o E.G. Charity Bank, Tesco

 INSURANCE
o For sustainable projects or business

 UNDERWRITING
o For early-stage innovation
o E.G. Ignite, Euler Hermes, Swiss Re

 BOND FINANCE & IMPACT INVESTMENT
o Sustainable Bonds | Green bonds

 COMMUNITY INVESTMENT
o Ensures financial rewards are shared
o Ethex platform
o CBS like Energise Barnsley

 SUSTAINABLE INNOVATION INCUBATORS
o Bethnal Green Ventures
o Echoing Green

 CONSUMER CREDIT?
o Retail banks?

Key Challenges
1 DATA | Measurement & Benchmarking





Environmental & Social metrics are not standardised
Difficult for investors to compare projects
Difficult for projects to demonstrate impact
Revenue implications

70%
respondents identified lack of
standardised data at the primary
hurdle for sustainable/ESG finance
Goldman Sachs Asset Management (2021)
https://www.gsam.com/content/dam/gsam/pdfs/institutions/en/article
s/2021/Insurance_Survey-2021_GS_Asset_Management.pdf

2 SUPPLY OF INVESTABLE PROJECTS





Plenty of appetite from the financial sector
Lack of sustainable investment opportunities
Lack of expertise modelling sustainable investment
Lack of cross-sectoral collaboration required for true
innovation

42%
respondents identified lack of
availability of suitable investment
opportunities as the primary hurdle
Goldman Sachs Asset Management (2021)
https://www.gsam.com/content/dam/gsam/pdfs/institutions/en/articl
es/2021/Insurance_Survey-2021_GS_Asset_Management.pdf

Key Challenges
3 ACHIEVING SCALE | Making a difference






Every investment has transaction costs
Scale required to maximise impact per £ invested
Scale also required to meet ambitious net-zero objectives
Need for large scale projects, or pools of projects
Requires an overarching Investment Framework that shifts us
away from isolated, one-off, consultancy driven projects

85%
of conservation finance transactions
are still sub $5m (£3.7m) despite
trillions of dollars mandated globally
CPIC Conservation Finance Report (2021)
http://cpicfinance.com/wp-content/uploads/2021/09/CPICConservation-Finance-Report-2021.pdf

Attracting Sustainable Finance
1 DATA | Measurement & Benchmarking






Do not allow the perfect to be the enemy of the good
Low-hanging fruit: use metrics which are already acceptable to
commercial stakeholders (where possible)
Once investment starts flowing, this provide breathing room to
refine our metrics in wider conversation with the key stakeholders
and intermediaries
Stay alert to upcoming regulation and other global standards: UK
Green Taxonomy, EU Taxonomy, SFDR, TCFD, TNFD

2 SUPPLY OF INVESTABLE PROJECTS






Early conversations with investors to understand their investment
criteria (avoids wasted effort)
Develop investment templates to guide project origination wherever
possible (templates needs not be perfect)
Develop project toolkits to democratise knowledge & flatten
learning curves for key stakeholders. This will improve the % of
viable & investable projects
Promote cross-sectoral collaboration in order to innovate

Attracting Sustainable Finance
3 ACHIEVING SCALE | Making a difference





Developing investment templates helps maximise replicability
and scale – helping attract larger investment
Consider securitisation as a way of pooling multiple projects
into larger investment proposals (this can also provide a way
of monetising future receivables, thereby reducing the
investment time horizon to more manageable levels)
Build an option for community ownership into your investment
templates where possible. By sharing the financial rewards
with local communities, your projects are more likely to
achieve successive planning and consents from key
gatekeepers like Local Authorities.

Innovate & Implement
A CURRENT EXAMPLE




NEECCo have a target for £1.5 billion of investable projects to
accelerate investment across the North East
Large scale of funding required
The Sustainable Finance working group has just published
‘Resourcing our Future’ which outlines a framework for much
of what we have discussed today

Template Investment Models

Project Development Toolkit

Resourcing our Future

