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EcoFolio

In recent years, the intersection of environment and
financial markets has gained significant attention. As the
world faces the pressing challenge posed by global
climate change, we're faced with a conundrum: How can
we square our investments economically while at the
same time making them ethically sustainable?

Green investments embrace a wide range of financial
instruments and strategies. Moreover, they provide
an excellent way to contribute both to the
bottom line in financial terms, as we are

doing today, and also towards a better

world tomorrow for future generations.
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Driven by composite factors, financial markets for green investment
have experienced a boom in recent years. ESG funds, green bonds,
and sustainability-linked loans are gaining traction as financing
instruments for environmentally friendly projects. These instruments
offer attractive investment opportunities for both institutional and

retail investors.
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ESG Funds

ESG (Environmental, Social, and Governance) funds are a
popular investment tool for investors who would like to
follow ethical and sustainable principles around their
portfolios. These funds are invested in companies that
show good environmental practices, social responsibility,
ethical behavior, and good governance. Global assets
under management in ESG funds have reached USD 5.5
trillion, according to Morningstar.
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A green bond can be defined as a debt security instrument that is used
to raise funds for a project that is intended to be environmentally
friendly. These include projects for renewable energy, energy efficiency,
sustainable transportation, and pollution control. The green bond
market has been continually growing with different types of issuers,
including governments, corporations, and financial institutions, among
others. According to the Climate Bonds Initiative, green bond issuance
exceeded USD 1.2 trillion in 2023.




Blue Bonds

Blue bonds support the sustainable
development of water bodies. These
loans are different from other types
of financial assistance. Normally, the
cost of the loan depends on the
interest rate. However, while lending
to the blue economy, the interest rate
is conditionally dependent on the
borrower’'s success. Seychelles is
regarded as a global frontrunner in
blue finance and has the world's first
blue bond.
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Sustainability-Linked Loans

Sustainability Linked loans are a type of loan where the interest
rate is directly related to the borrower’'s performance against
predetermined sustainability targets. There are specific attributes
of this innovative financial instrument. Quite often, this type of loan
is viewed as “conceptually distinct” due to the fact it is not
considered appropriate to classify it as any type of debt until a

contractual obligation arises.
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Sustainable Investment Strategies

Sustainable investing encompasses various strategies that aim to
align investment decisions with environmental and social goals.
Some common strategies include:

e Thematic investing: This approach is linked to selected sectors or
themes relevant to sustainability within the market domain. Some
themes qualifying for this approach are renewable energy, cleantech,
and sustainable agriculture.

e Impact investing: The purpose of this investing strategy is to create
financial returns and favorably influence society or the environment.
Such investments are made in companies or projects devoted to
addressing particular social or environmental issues.

o Negative screening: This strategy involves removing investments in
some companies that participate in immoral operations. For example,
labor exploitation, fossil fuel extraction, or deforestation.
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Regulatory Developments

A number of environmental regulations are actively increasing
the size of the greens. Among the most important ones are:

e The EU Taxonomy: The EU Taxonomy provides a classification
system for determining whether an economic activity is
environmentally sustainable. In other words, the EU Taxonomy
helps investors in their pursuit of defining these activities as
sustainable.

e Sustainable Finance Disclosure Regulation (SFDR) is a part
of the European initiative that holds financial market
participants and financial advisers accountable for providing
information on the sustainability of their products and
services.
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IKEA: One of the companies that have
been particularly active in pursuing
sustainability is IKEA, the global
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launched several green bonds to
finance various projects, including
renewable energy generation,
energy-efficient stores, and sustainable
forestry. One of these bonds was issued
in 2018 for a total amount of €1 billion; it
has been allocated to the construction
of wind farms and solar parks.

Blackrock: One of the largest asset
managers in the world, BlackRock has
various sustainable investment funds.
Their characteristic is investing in
companies whose ESG performance
is high. In particular, these funds often
invest in companies that have raised
such sustainable financial products
as sustainability-linked loans. Thus,
BlackRock’s sustainable funds are
successful because they invest in
companies with strong ESG practices
and outperform their benchmarks.
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The Future of Green Investments

According to the latest reports of the Global Sustainable Investment
Alliance (GSIA), the global sustainable investment market will grow to USD
53 trillion by 2025. As the world's population continues to expand and
resource demands soar, sustainable investments offer a viable and
forward-thinking approach to meeting the needs of the present without
compromising the ability of future generations to meet their own needs.
By prioritizing environmental sustainability, social responsibility, and good
governance, sustainable investments contribute to a more resilient and
equitable global economy.
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The World's First Green Bond was issued in
2007 by the European Investment Bank (EIB)
to finance renewable energy projects
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