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Key messages

1. A global green economy transformation will require substantial financial resources.
Indicative figures such as those from the International Energy Agency’s (IEA) scenarios for halving
worldwide energy-related CO, emissions by 2050 and on modelling, in this report, show additional
investments required will likely be in the range of 1 to 2.5 per cent of global Gross Domestic Product
(GDP) per year from 2010 to 2050. A considerable amount of investment will be needed in energy
supply and efficiency, particularly in greening the transport and buildings sectors.

2. Financial investment, banking and insurance are the major channels of private financing

for a green economy. The financial services and investment sectors control trillions of dollars
that could potentially be directed towards a green economy. More importantly, long-term public
and private institutional investors, banks and insurance companies are increasingly interested in
acquiring portfolios that minimise environmental, social and governance risks, while capitalising on
emerging green technologies. Microfinance has a potentially important role at the community and
village level to enable the poor to invest in resource and energy efficiency as well as increase their
resiliency to risk.

3. Opportunities exist to meet the financing needs of a green economy. The rapid growth and
increasingly green orientation of capital markets, the evolution of emerging market instruments
such as carbon finance and microfinance, and the green stimulus funds established in response
to the economic slowdown of recent years, are opening up space for large-scale financing for a
global green economic transformation. But these flows are still small compared to investment
needs and must be scaled up quickly if the transition to a green economy is to jump-start in the
near term. Concentrated pools of assets, such as those controlled by pension systems and insurance
companies, the US$ 39 trillion-plus controlled by the high net worth community and the growing
assets of sovereign wealth funds will need to support the green economy in coming decades.

4. Advances in disclosure and sustainability reporting are increasing transparency and

driving change. In 2009, the global market size for institutional assets was estimated at just over
USS$ 121 trillion. Of the actively managed components of these assets, controlled by a broad range of
large institutional investors, some 7 per cent was subject to the integration of environmental, social
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and governance (ESG) considerations. Considering the environmental costs attributable to business
and human activity — estimated at more than USS$ 6 trillion in 2008 — much more transparency is
needed. Scaling up resources for investment adhering to ESG principles is urgent and will require
innovation and leadership by business and industry, collective action and public-private approaches
as well as supportive regulatory frameworks.

5. The role of the public sector is indispensable in freeing up the flow of private finance

towards a green economy. Governments should involve the private sector in establishing clear,
stable and coherent policy and regulatory frameworks to facilitate the integration of ESG issues into
financial and investment decisions. In addition, governments and multilateral financial institutions
should use their own resources to leverage financial flows from the private sector and direct them
towards green economic opportunities.

6. Public finance is important for triggering a green economic transformation, even if public

resourcesaresignificantly smallerthan those of private markets.Therole of publicdevelopment
finance institutions (DFIs) in developed and developing countries in supporting the transition to a
green economy could be strengthened further. Development Finance Institutions can adopt the
goal of supporting development of the green economy, allocate significant proportions of their
new lending towards financing green economy transition projects and link it to specific targets
such as reduction in greenhouse gas (GHG) emissions, access to water and sanitation, biodiversity
promotion and poverty alleviation. Policies can be designed to improve the “green efficiency” of
their portfolios, for example, by examining the carbon and ecological footprints of their investment
portfolios. In addition, DFIs can jointly define protocols for green due diligence, as well as standards
and goals for sectors in which they have a major influence, such as transport, energy and municipal
finance.
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