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What is green finance about?
Can we make sense of a mega trend/buzzword/bubble/lie/etc.?
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What is green finance about?
The solution? An illusion? Why (unfortunately) confusion matters
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 Misconception and fallacies

– The good, the bad & the ugly (reasons to promote green finance)

• Financing the transition and delivering a climate consistent capital allocation

• Mobilising private finance when public finances are stretched to the limit

• Financial policies to make up for lack of ambition of climate policies or to 
advance a value based agenda

– Overpromising/underdelivering



What is green finance about?
The making of green finance
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 2012: is finance responsible for the lack of progress in 
addressing climate change?
– Finance as a proxy perpetrator for everything un-ecoconscious

• Finance and the “no transition” team (rents)

• Finance and the “go with the flow” team (economy)

• But is finance holding back the transition?

 2015: don’t let finance get in the way of an Agreement in Paris!
– Finance matters for the transition…

• No transition without finance (in general and with regard to the 
$100bn commitment)

– … but does climate change matter for finance?
• Reputation (the communication battle)

• Clients’ demand and preferences (the divorced balance sheet)

• Economics of climate change and the net zero transition



Bringing back nature in the picture
Unprecedented rate of change in at least the last 2000 years
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Bringing back nature in the picture
An unlivable planet? Today is barely the beginning
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Place your bets…

 4 chances out of 5 to stay within 1.5°C

– 7.5 years of remaining carbon 
budget in Jan. 2020: less than 5
years now!

 2 chances out of 3 to stay within 1.7°C

– 15 years

 1 chance out of 2 to stay within 2°C

– 29 years

 By the way, net zero is not an option, the 
only question is when
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Bringing back nature in the picture
It is not too late (just yet)! But better not waste the next 15 years



Bringing back nature in the picture
It is working (but not fast enough yet)
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An industrial revolution in the making
The microeconomics of the net zero transition
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 Electricity production from renewable: at cost and (soon) at scale (~40% GHG 
emissions)

 Some technical solutions to other problems and some clear (yet sometimes hard to 
implement) policy solutions



An industrial revolution in the making
The macroeconomics of the net zero transition
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 Investments toward net zero transition: lagging behind but make no mistake, it is 
not the big numbers that matter

 Additional investment: ~USD 300bn/year (think subprime CDO)

 From a macro perspective, it’s a capital allocation question!



What is green finance about?
Green finance in the context of the strategic shift in perspective
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 Climate change can (should) be framed as a macro development

– Bringing back nature in the picture

• Account for a change in climate with (very) real macro consequences

• There is no alternative to net zero: not if but when

– A constraint driven industrial revolution in the making

• Technically feasible, economically reasonable

• Scale and timing: macro trumps micro

 Climate change is meaningful for finance

– Grasping the full scale of climate opportunities

– Building better bridges into the future to better allocate capital

• Reassessing the future (climate change & transition) we factor in our 
financial decisions



What is green finance about?
The two sides of green finance
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 The visible side of green finance: financing green investment

– Assessing the actual risk-return of green projects

• Technological risks, long(er) term/system perspective

• Take off risks and (climate) policy dependence

• Financial innovation and policy support

– Feeding in an unquenchable demand while avoiding greenwashing

 The dark side: delivering climate consistent capital allocation

– Reassessing the risks of all climate relevant projects (physical & 
transition risks – myopia & inconsistent expectations)

– Aligning investment decisions with actual prospects



What is green finance about?
The two sides of green finance
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Financing green investment Achieving climate consistent 
capital allocation

Banks green loans climate ST & 
prudential 

policyInsurance companies thematic investments
(esp. real assets)

shareholder 
engagement

Institutional investors

Investment funds green label & thematic funds SRI label & ESG investing

Development banks blended finance alignment

Capital markets green bonds
ETS, carbon futures

cat bonds & climate derivatives

Disclosure green taxonomy climate financial disclosure



The fundamental question in green finance
Are climate risks priced in or not?
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 Most policy decisions hinge on the pricing of climate risks (or 
absence thereof)

– Microprudential regulation/macroprudential policy

– Monetary policy operations

 A lot of private sector practices implicitly rely on the assumption that 
climate risks are not priced

 Mixed evidences

– Climate change developments are increasingly priced in…

– … but:

• to which extent?

• what is the “right” baseline for pricing?

• is the a “market implied” baseline?



Green finance: beyond climate?
Expanding the reasoning in a consistent way
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 Nature blind economic decisions 
– Not just climate change and 

(while not unrelated to climate 
change) cannot be reduced to 
climate change

– Nature related risks can be more 
local, more granular (≠ less 
material)

– Need for a tractable framework to 
account for a wide range of 
phenomena
• Physical & transition risks

• Combination of planetary 
boundaries & ecosystem services

Dependencies
 Physical risks

Impact
 Transition risks

Any other 
relevant 

connections ?

Which relevant 
ecosystem 
services?


