JUNE 2023

=

Financing =

the Blue Econom
INn Asia

e tameo VDE . AS|A WOMEN IMPACT FUND

Impact Fund Solutions FOUNDATION ® 9 ® 88 SASAKAWA PEACE FOUNDATION




| CONTENTS

About Tameo Impact Fund Solutions

Tameo is a Swiss impact investing specialist serving the
financial industry with independent expert solutions.
Tameo guides investment funds, managers, and
investors through the entire impact investing journey.
It offers the most comprehensive online database of
impact funds, customized analyses, and independent
valuations. Through its research and advisory services,
Tameo empowers clients to move towards best-in-class
impact measurement & management. Tameo acts as the
business services manager of the Swiss Investment Fund
for Emerging Markets (SIFEM).

Website: tameo.solutions

Email: research@tameo.solutions
Telephone: +4122 552 59 82
Co-authors

e Anisha Anantapadmanabhan
Green Bonds Consultant
. Anne Estoppey
Research Analyst, Tameo
. Ramkumar Narayanan
Head of Research & Investments, Tameo
. Basile Quartier
Research Analyst, Tameo

Disclaimer

The author(s) are not by means of this paper rendering
professional advice or services. This report refers to specific
figures and opinions. Such references are made for analysis
purposes only and are not intended as a solicitation or
recommendation to buy or sell any specific investment product
or services. Similarly, the information and opinions expressed

in the text have been obtained from sources believed to be

FINANCING THE BLUE ECONOMY IN ASIA |

About Sasakawa Peace Foundation

The Sasakawa Peace Foundation (SPF), established in
1986, is a Think, Do, and Innovate-Tank that envisions
a more harmonious, sustainable, and inclusive
future. In 2017, SPF adopted five priority goals, one
of which is women’s empowerment. SPF created the
Gender Investment and Innovation Program, which
strives to reshape Asian society through economic
empowerment and gender equality projects, as well
as the Asia Women Impact Fund, an initiative to invest
in funds to support women’s economic empowerment
and gender equality.

Website: https://www.spf.org/en/
Email: genderspf@spf.or.jp
Telephone: +81-3-5157-5430
Credits

. Front cover photo by Marcin Kalinski on unsplash
. Back cover photo by Carolyn on unsplash

reliable and in good faith, reflecting the view of the authors
about feasible financing models, but no representation or
warranty, expressed or implied, is made as to its accuracy
or completeness. Neither Tameo, nor the Sasakawa Peace
Foundation shall be held responsible for any loss whatsoever

sustained by any person who relies on this research report.


https://tameo.solutions/
mailto:research%40tameo.solutions?subject=
https://www.spf.org/en/
mailto:genderspf%40spf.or.jp?subject=

| CONTENTS

Acknowledgments

We would like to thank the following experts and organizations for their time, guidance and valuable insights on

FINANCING THE BLUE ECONOMY IN ASIA |

sustainable finance, without whom this initiative would not have been possible.

Name Title Organization

Marijn Wiersma Director Partnership and Innovation 2X Global

Josien Sluijs Managing Director Aqua for All

Andreas Thermann Environmental Finance and Partnership Specialist  Asian Development Bank (ADB)

Kavita Tatwadi

Senior Manager, Knowledge & Insights

Asian Venture Philanthropy Network (AVPN)

Catherine Godschalk

Vice President, Investments

Calvert Impact, Inc.

Mike Brown

Senior Advisor

Climate Bonds Initiative

Cedric Rimaud

Green Bond Fund Manager

First Degree Global Asset Management

Natasha Garcha

Senior Director, Innovative Finance and Gender-

Lens Investing Specialist

Impact Investment Exchange (11X)

Etienne de Belloy

Expert Fund Manager

Innpact SA

Sigridur Torfadottir

Associate Director

Innpact SA

Pushkala Ratan

Asia Lead - Climate Finance (Financial

Institutions Group)

International Finance Corporation

Eric Nietsch

Head of Sustainable Investing, Asia

Manulife Investment Management

Karthik Hari

Chief De-Carbonization Researcher, Industry

Research Department, Asia Office

Mizuho Bank

Laura Alsenas

Executive Director

Nexus for Development

Stephen M. Liberatore, CFA

Senior Managing Director/Head of ESG/Impact -

Global Fixed Income

Nuveen

Joan Fulton Chief Operating Officer Ocean Assets Institute
Ghislaine Nadaud Senior Sustainable Investing Specialist Robeco
Gino Beteta Vejarano Senior ESG Bond Analyst Robeco

Rashmi John

APAC Lead, Sustainable Corporate Solutions

Sustainalytics

Mattia Corato

Client Relationship Manager

Symbiotics Investments

Valeria Berzunza

Structuring Analyst

Symbiotics Investments




Contents

5

INDEX
OF FIGURES

7/

FOREWORD

14

STATE OF THE MARKET
ON BLUE FINANCING

37

TAKEAWAYS ABOUT
BLUE FINANCE

5

INDEX
OF TABLES

8

MARKET
CONTEXT

21

GREEN FINANCE
FOR BLUE SECTORS

39

ANNEX1:
LIST OF BLUE FINANCE
GUIDES

FINANCING THE BLUE ECONOMY IN ASIA |

6

GLOSSARY

13

STUDY
METHODOLOGY

26

MARKET
SENTIMENT

4]

ANNEX 2:
DETAILS ON BLUE LABELED
BONDS IN ASIA




| CONTENTS FINANCING THE BLUE ECONOMY IN ASIA |

Index of figures

Figure 1 Finance gap by region: investments needed by 2030 to meet the SDGs (in USD billion) 10
Figure2  Areas where elevation is below five meters (% of total land area) 1
Figure 3  Timeline of key blue finance guides and frameworks 14
Figure 4  Total blue bond issuances 15
Figure 5  Annual blue bond issuances (in USD million) 15
Figure 6 Blue bond issuances by currency 16
Figure7  The blue issuance process 17
Figure 8  Blue-aligned green bond issuances 22
Figure 9  Blue-aligned bonds by country in Asia 23
Figure 10 Green bonds for adapted blue themes 25
Figure 11  Measuring investment opportunities in the blue economy 38

I_ndex of tables

Table 1 Blue issuances in Asia 19
Table 2 Characteristics of blue-aligned bonds by country 24
Table 3 Green standards and guidelines relevant to the Asian market 28



| CONTENTS

Glossary

ADB Asian Development Bank

ASEAN Association of Southeast Asian Nations

AUD Australian dollar

bps Basis points

BRL Brazilian Real

CBI Climate Bonds Initiative

CGT Common Ground Taxonomy

CIB Crédit Agricole Corporate and Investment Bank
CNY Chinese Yuan

DFI Development Finance Institution

DJSI Dow Jones Sustainability Index

EAP East Asia & Pacific

EC European Commission

EIB European Investment Bank

ESG Environmental, Social and Governance

EUR Euro

GBP Green, Social and Sustainability Bond Principles
GSSS Green, Social, Sustainability and Sustainability-linked
ICMA International Capital Markets Association

IFC International Finance Corporation

IMF International Monetary Fund

JPY Japanese Yen

LMA Loan Management Association

MXN Mexican Peso

NOK Norwegian Krone

NzD New Zealand Dollar

SAS South Asia

SDGs Sustainable Development Goals

SEK Swedish Krona

SIDS Small Island Developing States

SMEs Small and Medium Enterprises

SPT Sustainability Performance Targets

THB Thai Baht

UN United Nations

UNCSD United Nations Conference on Sustainable Development
UNEP-FI United Nations Environment Program Finance Initiative
UNGC United Nations Global Compact

usb United States Dollar

WB World Bank

WRI World Resources Institute

WWEF World Wild Fund

FINANCING THE BLUE ECONOMY IN ASIA |



| CONTENTS

Foreword

We are delighted to publish this study on the back of
World Ocean Day, celebrated on and around June 8th
for the past 15 years, and rallying the world to protect
and restore our blue planet. The conservation action
focus in 2023 is to prioritize the 30x30 goal, building on
the global commitment from world leaders at COP 15
in December 2022 to protect at least 30% of our lands,
waters, and ocean by 2030.

This recent momentum, together with the UN’s adoption
of the High Seas Treaty, has formed a major turnaround
in bringing ocean and climate action to the forefront,
enabling more knowledge and advocacy work to shape
discussions on the importance of sustainable finance
mechanisms for a thriving blue economy. Asia & Pacific
is arguably the region where this topic is of utmost
importance, with the blue financing gap estimated at
USD 5.5 trillion, and the region and its population being
heavily interlinked with ocean-based sectors, resources,
and socio-economic functioning.

It is encouraging to see that these financing gaps
are being addressed through blue-labeled financing
mechanisms that have been flourishing over the past
five years, building on the growth trajectory witnessed
by green issuances for over a decade. However, a lack
of timely data and information, impact accountability,
transparency, and standard language are often seen
as impediments to attracting impactful capital at a
large scale in any given sector. Blue-related projects
are no exception, and their limited adoption in investor
portfolios intensifies these concerns.

Another concern we had was if gender considerations
were sufficiently integrated into the current discourse of
blue-related projects. As women and girls are often silent
participants in the blue economy with their concerns
and considerations being overlooked, we believe
that it is crucial to integrate gender considerations in
sustaining the achieved results and effectively address
the interrelated dynamics of SDGs 5 (Gender Equality),
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6 (Clean Water and Sanitation), 13 (Climate Action), and
14 (Life below Water).

The first blue bond was introduced by the Government
of Seychelles five years ago. Looking ahead to the
first half of 2023, nearly USD 10 billion has been raised
worldwide through blue-labeled instruments, supporting
sectors such as fishing, aquaculture, tourism, maritime
transport, and offshore renewable energy, among others.
With Asia leading the way by attracting over 50% of this
market, it rightfully remains at the center of ongoing
conversations, and should also lead the way in raising
awareness on the need to apply a gender lens within
blue financing.

Given the current commitments and policy
advancements aimed at preserving our oceans and
ensuring the well-being of women and households
dependent on marine resources, the potential for
further progress is limitless. As the blue finance market
continues to advance towards greater standardization
and transparency, we hope this report provides sufficient
validation of the importance of financing the blue
economy in Asia and applying a gender lens to it, along
with actionable points to turn the tide towards a healthy
and productive ocean for all of us.

Ayaka Matsuno

Director, Asia Women Impact Fund, Gender
Investment and Innovation Program
Sasakawa Peace Foundation

Ramkumar Narayanan
Head of Research & Investments
Tameo Impact Fund Solutions
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Market context

The concept of the “blue economy” was first coined at
the Rio+20 United Nations Conference on Sustainable
Development (UNCSD) in 2012.! During the preparatory
process for Rio+20, many coastal countries questioned
the applicability of the green economy to their local
contexts and advocated for the prominence of a blue
economy approach. Human dependence on ocean
resources is central to the blue economy perspective,
with clear interplays between blue and green. While
recognition of the blue economy in literature and
practice has grown since conception, there is no
universally accepted definition today of what the blue
economy entails. For example, the World Bank defines
the blue economy as “the sustainable use of ocean
resources for economic growth, improved livelihoods
and jobs, and ocean ecosystem health”?

As such, our oceans and seas are backbones of the
world’s economy, contributing to the growth of sectors
like tourism, fisheries and international shipping. They
are also fundamental in providing food, income and
improved livelihoods for people living in coastal areas,
representing roughly 40% of the world’s population.®
Despite its critical role as a repository of biodiversity
and services that support human well-being, the ocean
ecosystem is under threat from increasing human
activity, leading to climate change, pollution and nature
loss. While Life Below Water (SDG 14) remains the most
underfunded of all the SDGs,® it is arguably the most
interdependent with the other goals.

United Nations (2014). Blue Economy Concept Paper
World Bank (2017). Infographic: What is the Blue Economy?

Vox (2023). The Largest Habitat on Earth Is Finally Getting Protection

NOoobhwnN

activities such as deep sea mining.

pelies]
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With renewed focus on ocean and water-related issues,
the first quarter of 2023 marked a big step forward
in ocean protection. In March 2023, more than 190
countries reached an agreement on the text surrounding
the UN High Seas Treaty to protect the world’s oceans
after nearly two decades of negotiations.® The
agreement aims to set 30% of high seas’ into protected
areas by 2030, out of which only 1.2% are protected
today.® The treaty-yet to be legally ratified and
implemented-is a key milestone for ocean protection
and crucial to enforce recent pledges from the 2022 UN
Convention on Biodiversity. The treaty also paved way
for the UN Water Conference in late March. As witnessed
by the adoption of the Water Action Agenda-containing
almost 700 commitments from the non-profit, public
and private sectors to protect water resources-at the
UN 2023 Water Conference,” water in its many forms
has become the cornerstone of economic, social and
political agendas globally.

With climate action inextricably tied to these
commitments and targets in emerging market
economies, allocating financial flows for blue priorities,
projects and activities has never been more pressing.
The blue economy currently integrates traditional
marine-based sectors, such as fishing, maritime
transport, and tourism, with new marine activities, like
aquaculture, biotechnology, offshore renewable energy,
and bioprospecting.® However, these sectors remain
severely underfinanced today. The blue financing gap

United Nations Ocean Conference (2017). Factsheet: People and Oceans
United Nations Environment Programme Finance Initiative (2021). Turning the Tide: How to Finance a Sustainable Ocean Recovery
World Economic Forum (2022). SDG14 Financing Landscape Scan: Tracking Funds to Realize Sustainable Outcomes for the Ocean

High seas are international waters where all countries are allowed to pursue marine activities as for example fishing, shipping and research

BBC (2023). Ocean Treaty: Historic Agreement Reached after Decade of Talks
UN News (2023). New Agenda Sets Sail with Bold Action as Un Water Conference Closes

10 ADB Institute (2022). Blue Economy and Blue Finance: Toward Sustainable Development and Ocean Governance


https://wedocs.unep.org/bitstream/handle/20.500.11822/11129/unep_swio_sm1_inf11_blue_economy.pdf?sequence=1&amp%3BisAllowed=
https://www.worldbank.org/en/news/infographic/2017/06/06/blue-economy
https://www.un.org/sustainabledevelopment/wp-content/uploads/2017/05/Ocean-fact-sheet-package.pdf
https://www.unepfi.org/publications/turning-the-tide/
https://www3.weforum.org/docs/WEF_Tracking_Investment_in_and_Progress_Toward_SDG14.pdf
https://www.vox.com/science/2023/4/10/23672443/high-seas-treaty-bbnj-marine-protected-areas
https://www.bbc.com/news/science-environment-64815782
https://news.un.org/en/story/2023/03/1135022
https://doi.org/10.56506/HDLZ1912
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is estimated at USD 5.5 trillion in Asia and the Pacific"
alone ($2.3 trillion in South Asia, $2.1 trillion in Southeast
Asia and $1.1 trillion in the Pacific).? Notably, resilient port
infrastructure, or the capacity and capability of a port
(a conduit for a majority of the world’s raw materials,
goods and passengers) to withstand and recover from
physical and operational shocks, accounts for two-thirds
of this gap.

The underfinancing of blue themes and segments

presented in Figure 1 also influences inclusiveness within
the blue economy. Women are indispensable to the

- = - ‘-_"'!-"' e T -
“Photg by Qliting NgUYET,Vinh OTAPeTE]
E - - — R
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informal and formal sectors of the blue economy-making
up 20% of the workforce in fishing and aquaculture and
more than 90% of secondary level jobs such as fish
processing, marketing and maintenance-but earn on
average 35% less than men for the same types of jobs in
aquaculture.® Gender equity also plagues the maritime
industry, where women only make up 1% of seafarers
globally™ and hold an insignificant share of decision-
making power on corporate boards and management
positions in the seafood industry. Addressing this gender
gap is an imperative to reducing the financing gap for
the blue economy.

11 We refer to Asia-Pacific as the grouping of “South Asia” + “East Asia & Pacific” regions according to the World Bank’s classification.
12 ADB (2022). Financing the Blue Economy: Investments in Sustainable Blue SMEs and Projects in the Asia & Pacific

13 OECD (2021). Gender and the Environment: Building Evidence and Policies to Achieve the SDGs

14 The Economist (2022). Addressing the Gender Gap in Ocean-Based Careers


https://dx.doi.org/10.22617/TCS220281-2
https://doi.org/10.1787/3d32ca39-en
https://impact.economist.com/ocean/sustainable-ocean-economy/addressing-the-gender-gap-in-ocean-based-careers
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Figure 1: Finance gap by region: investments needed by 2030 to meet the SDGs (in USD billion)

Source: Asian Development Bank and Ocean Assets Institute
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Women are also disproportionately affected by the
water-related impacts of climate change disasters,
particularly in the Asia-Pacific region, which is highly
vulnerable to sea level rise. The percentage of land
area where elevation is below five meters is greatest in
this region than anywhere else in the world (Figure 2).°
More than 80% of the natural hazard events in Asia in
2021 were caused by floods and storms.”* Home to many
islands and coastal economies, Asia and the Pacific
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relies heavily on the blue economy, with its contribution
to GDP estimated as high as 23% in Malaysia, and even
higher for a few island nations (87% in Timor Leste).” The
region is the heart of marine biodiversity globally, native
to a third of the world’s mangroves, seagrass beds and
coral reefs, accounts for 80% of global aquaculture and
60% of the world’s capture fisheries, and is the shipping
conduit for 0% of world trade.®

Figure 2: Areas where elevation is below five meters (% of total land area)

World
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15 World Bank (2023). World Development Indicators Database
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16  World Meteorological Organization (2022). State of the Climate in Asia 2021
17 The Energy and Resources Institute (2021). Contextualising Blue Economy in Asia-Pacific Region: Exploring Pathways for a Regional Cooperation

Framework

18  ADB Southeast Asia Development Solutions (2022). Breaking the Waves: Kickstarting the Global Sustainable Blue Economy in Southeast Asia


https://library.wmo.int/doc_num.php?explnum_id=11503
https://www.kas.de/documents/265079/265128/Contextualising+Blue+Economy+in+Asia-Pacific+Region+-+Exploring+Pathways+for+a+Regional+Cooperation+Framework.pdf/bfdc30c8-e39c-08f4-c975-d57a8aff284b?version=1.1&t=1619068905611
https://www.kas.de/documents/265079/265128/Contextualising+Blue+Economy+in+Asia-Pacific+Region+-+Exploring+Pathways+for+a+Regional+Cooperation+Framework.pdf/bfdc30c8-e39c-08f4-c975-d57a8aff284b?version=1.1&t=1619068905611
https://seads.adb.org/solutions/breaking-waves-kickstarting-global-sustainable-blue-economy-southeast-asia
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To reduce the environmental and economic burdens
induced by climate change on blue natural assets and
promote a sustainable blue economy, public and private
capital have begun to accelerate, develop and deploy
innovative blue finance mechanisms. With the evolution
of sustainable finance, particularly green debt in the
global capital markets, a variety of financing instruments
and structures have become applicable and available
to blue finance.

Since 2007, the green finance market predominantly
made up of green bond and green loan issuances,
has galvanized debt financing for sustainable blue
projects. The interactions and synergies between the
environment, climate, ocean, and water have enabled
green finance to play a catalytic role in channeling
capital toward the blue economy. In the third quarter
of 2022, cumulative green bond issuances surpassed
USD 2 trillion, representing more than 19 currencies, with
green bonds originating in China as the third largest
source of issuances.” The broad successes of green
finance have given rise to a labeled blue market, with
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the launch of the pioneering sovereign blue bond in
2018 for sustainable marine and fisheries. In the past
five years since, Development Finance Institutions
(DFIs) and sovereigns as first-movers, have conditioned
and developed the blue finance market as advisors,
arrangers and investors of blue bonds and blue loans.
Blue finance has also attracted capital from institutional
investors, including banks, impact asset managers, and
insurance companies.

As the labeled blue finance market is nascent, limited
information is available in the form of ‘state of the
market’ summaries that synthesize knowledge about
successful issuances and qualifying blue projects in Asia.
The aim of this research is to bridge this knowledge gap
by providing an overview of blue financing mechanisms
in Asia, with a focus on blue bonds and blue loans.
The research also aims to understand the suitability
of these instruments for different segments of the blue
economy and links to gender issues, and identifies
current challenges and opportunities in the blue market.

19 Climate Bonds Initiative (2022). Sustainable Debt Market: Summary Q3 2022


https://www.climatebonds.net/files/reports/cbi_susdebtsum_highlq32022_final.pdf
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§tudy methodology

Tameo conducted desk reviews and stakeholder
interviews to inform this research during the months of
February to April 2023.

Desk reviews enabled Tameo to understand the current
state of the market for blue finance instruments used in
Asia, with a specific focus on blue bonds and blue loans.
The team aggregated quantitative information about
these blue labeled issuances and relevant non-labeled
issuances from two sources:

1. Publicly available data such as press releases,
offering documents, reports and issue briefs;

2. Data from Refinitiv Workspace about green bonds
issued for blue-aligned use of proceeds and
relevant blue economy sectors.

The desk research led to the identification of key
stakeholders active in the blue finance market, some of
whom Tameo reached out to for one-to-one interviews.
The purpose of these targeted stakeholder interviews

Photo by Mega Caesaria on-Unsplash

was to verify and expand on qualitative information
related to the processes, challenges, and opportunities
in blue financing. Tameo organized 20 interviews in total.

Identified stakeholders included issuers, arrangers,
investors, verifiers, and thought leaders, who provided
unique perspectives and insights into the issuance
process and eligible projects, financial conditions, and
regulatory landscape for blue instruments. The interviews
also referenced the broader sustainable debt finance
market, including green, social, sustainability and
sustainability-linked (GSSS) instruments and the role of
new blue labeled issuances within this market. Finally, the
nexus between blue finance and gender was explored in
some interviews as a niche cross-thematic area within
the blue economy.

After aggregating and synthesizing the qualitative
information from the interviews, Tameo developed a
consolidated market sentiment with key takeaways
linking the desk research to the interviews.
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State of the market
on blue financing

THE EVOLUTION OF BLUE FRAMEWORKS

Blue debt finance instruments are an emerging source
of sustainable financing for projects that support a
healthy ocean economy.?° The ocean economy includes
a wide range of activities that stem from ocean-based
industries such as fishing, tourism, shipping and offshore
wind production-as well as those that impact our marine
ecosystems, the aquatic life they nurture, and the
natural assets (such as mangroves and coral reefs) they
harbor. In line with this, blue financing can be used for
a broad set of eligible projects. While there is no global
standard or “eligibility criteria” to define projects that
are considered blue in the market today, there are a few
promising blue finance guidelines and frameworks to
reference at this early stage.

The world’s first sovereign blue bond issued by
the Government of Seychelles in 2018 spurred the
development of several blue finance guides, which
attempt to describe what constitutes blue projects and
activities, in order to maintain the integrity of sustainable

blue financing. Several global entities including UN
organizations, DFIs, and ocean economy industry bodies
have published guidelines and frameworks to support
the growth of blue bond issuances, as shown in the
timeline in Figure 3. These entities have also played
an active role in conditioning and developing the blue
finance market over the past five years. In particular, five
organizations-The International Finance Corporation
(IFC), International Capital Markets Association (ICMA),
United Nations Global Compact (UNGC), United Nations
Environment Program Finance Initiative (UNEP FI), and
Asian Development Bank (ADB)-are collaborating
to create the first global practitioner’s guide for blue
bonds, which will aim to provide market participants
with clear criteria, practices, and examples for blue
bond issuances. As of mid-2022, the organizations were
seeking input on the guide from the financial markets
and ocean industry, although it is unclear when the final
edition will be available for public access.

Figure 3: Timeline of key blue finance guides and frameworks

Additional details about these resources can be found in Annex 1.

Practical Guidance
to Issue a Blue Bond

Sustainable Blue
Economy Finance
Principles

UN Global

UNEP FI Compact ADB

October September October September

2018 2019 2020 2021

Sustainable
Ocean Principles

Turning the Tide:
How to Finance
a Sustainable
UN Global Ocean Recovery

Compact
UNEPFI

Green and Blue
Bond Framework

Blue Finance Investor Report:

Guidelines An Ocean of
Opportunities
IFC Bluelnvest

(European Union)

October January

2021 2022

Upcoming

ASEAN Ocean Finance Global Guidance
Declaration on Framework on Blue Bonds
the Blue Economy
ADB, ICMA, IFC
ASEAN ADB UNEP Fl, UN Global
Compact

20 Ocean economy and blue economy are terms that are often used interchangeably, with the latter being defined in chapter 1.
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LABELED BLUE ISSUANCES

A variety of labeled blue debt financing instruments
or structures have been used to raise money for blue
economy initiatives. These include blue use-of-proceeds
bonds and loans, sustainability-linked bonds and loans
with blue performance targets, as well as innovative
mechanisms such as sovereign debt-swaps for climate,
adaptation and nature-based solutions (collectively
referred to as “blue bonds” in this research).

Our desk review shows that cumulatively since 2018,
labeled blue issuances in the global debt market have
amounted to USD 9.7 billion in size and 51 in number. In
Asia alone, 22 issuances amounted to USD 5.1 billion (or
53% of the total volume).

Figure 5: Annual blue bond issuances (in USD million)
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Figure 4: Total blue bond issuances
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While blue bonds have been issued in 11 different
currencies, most are denominated in USD (6.0 billion;
24 issuances), followed by the Euro (USD 868 million

equivalent; 5 issuances) and Thai Bhat (USD 734 million
equivalent; 4 issuances).
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Figure 6: Blue bond issuances by currency
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The blue finance market has welcomed a diverse group
of issuers across sovereigns, corporates, commercial
banks, DFls, and government entities such as state-
owned enterprises. These issuers have used blue
bonds to finance different types of blue projects, as
summarized below:

- Sovereign states aiming to finance blue
infrastructure (e.g., water sanitation, sustainable
shipping and port logistics) and large-scale ocean
conservation projects (e.g., marine ecosystem

protection and restoration);

. DFls aiming to finance the blue economy and

ocean-related projects, including biodiversity

and ecosystem conservation projects and

21 Crédit Agricole CIB, (2020). Bank of China issues Asia’s very first blue bonds
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25

20

Number of issuances

CNY NOK NzZD JPY MXN

infrastructure projects; private companies active in
the circular economy (e.g., plastic waste recycling
technologies); sustainable ports and shipping; and
sustainable seafood industry practices to prevent
ocean pollution;

Commercial banks aiming to finance private
companies active in the blue economy and
infrastructure projects. For example, the Chinese
government highlighted the blue economy as a
national development priority in 2019 and 2020,
mandating the insurance and banking sectors to
explore innovative sustainable finance instruments
suchasblue bondstosupportalow-carbon, circular
economy.? Several financial institutions, including
commercial banks, responded by launching blue


https://www.ca-cib.com/pressroom/news/bank-china-issues-asias-very-first-blue-bonds#:~:text=Bank%20of%20China%20announced%20Asia's,issued%20by%20a%20commercial%20bank.
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bonds to finance projects in offshore wind energy,

shipping
and fishing, and the circular economy; and

wastewater treatment, sustainable

«  Corporates aimingtofinance their own sustainable
blue strategy or activities. This includes companies
inthe recycling, water supply, shipping and seafood
sectors to expand operations and/or finance

(e.g.

projects, solar panel installation), or broader ocean

specific projects seawater desalination

protection objectives.

Further details about the profile and use of proceeds
for labeled blue bonds issued in Asia are referenced in
Annex 2.

To finance a labeled blue bond through the capital
markets, an issuer will typically conduct pre-issuance
analysis to develop an appropriate blue framework
(steps 1-4 in Figure 7). In the absence of a globally-
accepted blue standard, an issuer of a blue bond is
expected to develop a blue framework aligned with the
voluntary ICMA Green Bond Principles (GBP) and any
relevant regional and/or national green bond standards.
Once finalized, the issuer’s blue framework governs the
assessment and selection process to identify a portfolio
of blue projects in need of financing. Depending on
the scale of bankable projects and breadth of blue
objectives to be met, an issuer may opt to develop a
green framework with eligible blue projects as a subset
of a broader pool of green projects. The blue (or green)
framework should also include details on how the
financing will be allocated and managed (management
of proceeds), via a Blue or Green Bond Register, to track
and monitor financial flows.

22 Climate Bonds Initiative’s Climate Bonds Standard
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Figure 7: The blue issuance process
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Prior to issuance, and as per current market
expectations, an issuer’s blue framework will need to
undergo external review (step 4 in Figure 7) to confirm
compliance with voluntary market guidelines such as
the GBP, CBI?? or any other standards deemed relevant
by the issuer. Second-party opinions are the most
accepted type of external review in Asia; other types
of reviews include green bond ratings, assurance and
certification.® Sustainalytics and CICERO (recently
acquired by S&P Global) have commonly provided
second party opinions for blue deals in Asia so far, while
RAM Malaysia, Carbon Trust, and Vigeo Eiris are also
active in the market.?*

23 Asian Bonds Online: https://asianbondsonline.adb.org/green-bonds/gbfactsheetZ.html

24 CBI (2021). ASEAN Sustainable Finance State of the Market 2020


https://www.icmagroup.org/sustainable-finance/
https://asianbondsonline.adb.org/green-bonds/gbfactsheet7.html
https://www.climatebonds.net/files/reports/asean-sotm-2020.pdf
https://www.climatebonds.net/standard/taxonomy
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Once the bond is issued and subscribed, the issuer is
expected to collect data and report on the impact of
the funded projects. The ICMA Handbook for Impact
Reporting and related guidance is a widely accepted
starting point for this.

After a successful first issuance, the potential to scale a
blue financing model through repeat issuances is high
as the issuer’s blue finance framework and relevant
monitoring systems should be in place to support future
offerings. Issuers can use the base-case to attract more
investments through a longer-capital planning period.
Apart from the issuer, there are a few other key actors
who are involved in the successful closing of a blue
transaction. These include underwriters, arrangers,
legal advisors, verifiers and investors, who engage and
provide feedback specifically during debt origination
(step 5 in Figure 7), and throughout the lifecycle
of a blue issuance.

An arranger brings deep expertise in capital markets
finance and works closely with the issuer to structure a
blue deal. This includes assessing the creditworthiness
of the issuer, identifying the correct financial structure
for the deal, accurately pricing the issuance, and
marketing the transaction to potential investors.
For a blue issuance, the arranger may also play an
integral role in developing the blue framework that
governs the use of proceeds or projects eligible for
financing. While most deals have a sole arranger, larger
transactions may have multiple arrangers who act as
join-arrangers, while others may have international
and domestic arranger(s) respectively to cater to
both offshore and onshore investor expectations and
financial regulations.

For the blue transactions issued in Asia, Crédit Agricole
Corporate and Investment Bank (CIB) acted as arrangers
in four deals and underwriter in a corporate issuance
from China. Other arrangers include Société Générale,
BDO Capital & Investment Corporation (CIC), Bank
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of Ayudhya, Citigroup, DBS Bank, Mizuho Bank, and
Standard Chartered to name a few.

Table 1 summarizes the labeled blue issuances in Asia.
More granular information on all Asian blue issuances,
including the country of issuance, key actors involved
in the transaction, and use of proceeds is available
in Appendix 2.

Much of the rationale in the industry today for blue
issuance is derived from the burgeoning green finance
market, as green bonds have already been used to
finance blue objectives or use of proceeds without
the formalized blue label, and blue finance may be
associated with a narrower set of definitions that relate
to the sub-sectors of the ocean economy alone.

While there is no standardized framework in place
to define the sub-sectors associated with the blue
economy, a review of evolving blue frameworks
(presented earlier in this chapter and in Annex 1) can
provide a preliminary list of potential blue economy
assets, project areas, technologies and activities that
can meet the eligibility requirements of labeled blue
financing. A review of the IFC Blue Finance Guidelines
and ADB Ocean Finance Framework, both published in
2022, resulted in the following focus areas within the blue
economy landscape as most eligiblefor blue financing:

»  Water supply and sanitation

»  Wastewater management and non-point source
pollution management

»  Solid waste management

. Resource efficiency and circular economy

«  Sustainable shipping and port logistics

. Sustainable fisheries, aquaculture, and seafood
value chain

«  Sustainable coastal and marine ecosystem
management, protection, and restoration

»  Sustainable coastal resilience and marine tourism

«  Marine and offshore renewable energy production


https://www.icmagroup.org/sustainable-finance/impact-reporting/green-projects/
https://www.icmagroup.org/sustainable-finance/impact-reporting/green-projects/
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Given the nascence of the labeled blue market, it is
important to consider the role of green bonds with blue

Table 1: Blue issuances in Asia
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use of proceeds in supporting the blue economy over the
last decade not only worldwide, but also in Asia.

Issuer Year Use of Proceeds (summary) Size (USD M)
Bank of China 2020 Offshore wind power and wastewater treatment 943
Indorama Ventures 2020 PET recycling 300
Industrial Bank 2020 Marine renewable energy, sewage pipelines and sewage treatment, 450
shipping and port pollution prevention and control, and urban flood
control facilities in coastal areas
Qingdao Water Group 2020 Expansion project of Qingdao Baifa desalination plant to increase 47
freshwater reserves
Asian Development Bank 2021 Ecosystem restoration, natural resources management, sustainable 151
fisheries and aquaculture, reduction of coastal pollution, circular
economy, marine renewable energy, and green ports and shipping
CSSC (Hong Kong) Shipping 2021 Sustainable maritime transportation and renewable energy (low- 500
Company Limited carbon fuel use and energy efficiency); pollution prevention and waste;
sustainable water and wastewater management
Thai Union 2021 Sustainability Performance Targets include remaining in the Dow Jones 147
Sustainability Index (DJSI) Emerging Markets and ranking in the top 10
companies for the DJSI Food Products Industry Index; reducing Thai
Union’s Scope 1 and Scope 2 carbon emissions from manufacturing
operations by 4% annually (carbon intensity); and increasing the
percentage of tuna purchased from vessels equipped with electronic
monitoring and/or human observers by 5 percent each year from a 75
percent baseline in 2020.
Thai Union 2021 Please refer to above issuance from Thai Union. 176
Thai Union 2021 Please refer to above issuance from Thai Union. 352
Bank of Qingdao 2022 Sustainable shipping and port logistics; fisheries and seafood processing; 150

chemical waste and plastics management and treatment; ocean- and
water-friendly products; water supply and treatment; sustainable tourism

services; offshore wind energy facilities



https://pressroom.ifc.org/all/pages/PressDetail.aspx?ID=26079
https://www.ca-cib.com/pressroom/news/inaugural-blue-bond-and-covid-19-resilience-bond-priced-china-industrial-bank
https://www.ca-cib.com/pressroom/news/inaugural-blue-bond-and-covid-19-resilience-bond-priced-china-industrial-bank
https://www.ca-cib.com/pressroom/news/inaugural-blue-bond-and-covid-19-resilience-bond-priced-china-industrial-bank
https://www.adb.org/news/adb-issues-first-blue-bond-ocean-investments
https://www.adb.org/news/adb-issues-first-blue-bond-ocean-investments
https://www.adb.org/news/adb-issues-first-blue-bond-ocean-investments
http://www.hkqaa.org/cmsimg/Green Finance/CC_7552_EMS.pdf
http://www.hkqaa.org/cmsimg/Green Finance/CC_7552_EMS.pdf
http://www.hkqaa.org/cmsimg/Green Finance/CC_7552_EMS.pdf
https://www.thaiunion.com/en/newsroom/press-release/1397/thai-union-launches-thailands-first-sustainability-linked-bond
https://www.thaiunion.com/en/newsroom/press-release/1397/thai-union-launches-thailands-first-sustainability-linked-bond
https://www.thaiunion.com/en/newsroom/press-release/1397/thai-union-launches-thailands-first-sustainability-linked-bond
https://www.thaiunion.com/en/newsroom/press-release/1397/thai-union-launches-thailands-first-sustainability-linked-bond
https://www.thaiunion.com/en/newsroom/press-release/1397/thai-union-launches-thailands-first-sustainability-linked-bond
https://www.thaiunion.com/en/newsroom/press-release/1397/thai-union-launches-thailands-first-sustainability-linked-bond
https://www.thaiunion.com/en/newsroom/press-release/1397/thai-union-launches-thailands-first-sustainability-linked-bond
https://www.thaiunion.com/en/newsroom/press-release/1397/thai-union-launches-thailands-first-sustainability-linked-bond
https://www.thaiunion.com/en/newsroom/press-release/1483/thai-union-successfully-launches-new-thb-6-billion-sustainability-linked-bond-in-thailand
https://www.thaiunion.com/en/newsroom/press-release/1292/thai-union-launches-inaugural-sustainability-linked-loan
https://www.adb.org/sites/default/files/project-documents/55246/55246-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/55246/55246-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/55246/55246-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/55246/55246-001-rrp-en.pdf
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BDO Unibank 2022 Water conservation, wastewater treatment, plastic recycling, sustainable 100

tourism, fisheries, and sustainable seafood processing

Far Eastern New Century 2022 PET recycling (expansion of collection system network and production 34
Corporation (FENC) capacity) and related ocean protection projects
Maruha Nichiro 2022 Environmentally sustainable fisheries and aquaculture operations 38

Corporation

People’s Government of 2022 Water sanitation, sustainable shipping and port logistics, fisheries and 175
Hainan Province seafood value chain, and marine ecosystem restoration

Thai Union 2022 Please refer to above issuance from Thai Union. 59
TMBThanachart Bank (ttb) 2022 Marine plastic recycling, water conservation and wastewater treatment 50
Export-Import Bank of 2023 Sustainable marine transportation (e.g., construction, design and 1’000
Korea maintenance of clean and sustainable vessels; retrofitting of the engines

of existing vessels with alternative fuels)

Vista Shipping (joint venture 2023 Purchase two liquefied natural gas (LNG)-dual fueled vessels; SLL targets 90
between Hafnia and CSSC on annual efficiency ratio and sulfur oxide emissions over a 10-year period

Shipping Hong Kong)

Bank of Ayudhya 2023 Water supply, fisheries and aquaculture 50
Republic of Indonesia 2023 Ocean conservation and climate change mitigation programs 102
Republic of Indonesia 2023 Ocean conservation and climate change mitigation programs 42



https://pressroom.ifc.org/all/pages/PressDetail.aspx?ID=26953
https://pressroom.ifc.org/all/pages/PressDetail.aspx?ID=26953
https://www.dbs.com.sg/corporate/insights/blue-finance-for-sustainable-blue-economy
https://www.dbs.com.sg/corporate/insights/blue-finance-for-sustainable-blue-economy
https://www.maruha-nichiro.com/ir/bonds/
https://www.thaiunion.com/en/newsroom/press-release/1517/thai-union-and-tmbthanachart-bank-sign-thb-2-billion-short-term-sustainability-linked-loan
https://pressroom.ifc.org/all/pages/PressDetail.aspx?ID=26967
https://www.sc.com/en/media/press-release/we-played-a-lead-role-in-vista-shippings-usd89-6-million-sustainability-linked-loan/
https://www.sc.com/en/media/press-release/we-played-a-lead-role-in-vista-shippings-usd89-6-million-sustainability-linked-loan/
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Green finance
for blue sectors

Until the recent advent of blue finance, green bonds
have been used to finance blue sectors and use of
proceeds. To understand and estimate the potential
of the evolving blue market, Tameo analyzed issuance
data from the green bond market for eligible blue use
of proceeds as designated in existing green bond
frameworks such as GBP, CBI and those individually
developed by issuers. As the basis for analysis, Tameo
used the Green and Sustainable Bonds data set from
the Refinitiv Workspace (“database”), which is sourced
from the Climate Bonds Initiative Green Bond Database
(Climate Bonds GBDB). What follows is a brief description
of the methodology used by CBI to develop the Climate
Bonds GBDB (database source data) and how Tameo
adapted the data set to define a global blue bond
universe.

According to the Climate Bonds GBDB, the climate-
aligned universe of global green issuance consists of
nearly eight thousand self-labeled instruments (or “green
bonds” for the purposes of this section). The database is
not limited to bonds and includes other debt instruments
such as loans, medium-term notes and asset-backed
securities that are aligned with the GBP or Climate Bonds
Standard and Taxonomy.

The Climate Bonds GBDB identifies a broad set of
green-eligible sectors including energy, transport, water,
buildings, land use and marine resources, and waste,
which are used to classify low carbon assets, projects
and activities (“use of proceeds”) that are financed
by green bonds. Most green bond financing has been
allocated to climate change mitigation to date, but use
of proceeds can also be accounted for climate change
adaptation and resilience measures.?®

25 CBI (2022). Green Bond Database Methodology
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For green bonds issued since 2007 (inception of the
Climate Bonds CBDB), Tameo identified 70 unique use of
proceeds in the database. Based on eligibility definitions
from existing blue frameworks, Tameo adapted and
classified the following seven use of proceeds as “blue-
aligned” to create an initial universe of green bonds with
labeled blue use of proceeds:

»  Aquatic biodiversity conservation

»  Circular economy and resource efficiency

. Environmental protection projects

. Pollution prevention and control

»  Sustainable shipping and port logistics

«  Sustainable water and wastewater management
»  Solid waste management

For all other use of proceeds (63 inclusive), Tameo
assessed the issuer’s sector and industry classification
(defined as The Refinitiv Business Classifications (TRBC)
in the database), to determine which green issuances
could be re-classified as “blue-aligned.” The rationale for
re-classifying these bonds to expand the initial universe
of green bonds with labeled blue use of proceeds was
twofold:

1. More than 20% of the green bonds in the database
were classified as “climate change adaptation” and
“eligible green projects,” use of proceeds external to
the initial blue-aligned universe. By excluding one-
fifth of the bonds in the database, a large universe
of the potentially blue-aligned green bonds would
have been overlooked. The TRBC analysis confirmed
that a portion of these use of proceeds could have
been allocated to blue themes, thereby adapting
the respective bonds to the blue-aligned universe.


https://www.climatebonds.net/market/green-bond-database-methodology
https://www.climatebonds.net/files/files/CBI_Method_Criteria_03F%281%29.pdf
https://www.climatebonds.net/files/files/CBI_Method_Criteria_03F%281%29.pdf
https://www.climatebonds.net/standard/taxonomy
https://www.climatebonds.net/standard/taxonomy
https://www.climatebonds.net/files/files/CBI_Method_Criteria_03F.pdf
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2. As the database uses GBP and CBI definitions for
eligibility, it is possible that green bonds not aligned
to these frameworks may have been misclassified,
based on lack of publicly available information
at the time of analysis or due to the case-by-case
nature of the analysis. For example, Hangzhou
Water Group (a state-owned enterprise in China
with parent companies in the urban construction
sector) issued a green bond in 2022 with eligible use
of proceeds for “sustainable water and wastewater
management” and “pollution prevention and
control” per the bond offering document. The use
of proceeds for this bond was classified as “China
urban construction” in the database, which would
have been excluded in our blue-aligned universe
if not for the re-classification method described
above. The TRBC re-classification also allowed
inclusion of bonds that may have used a framework
different from GBP or CBI to self-certify.

Figure 8: Blue-aligned green bond issuances
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Of the 269 issuer TRBCs identified in the database, 40
were classified by Tameo as potentially blue-aligned
(e.g., deep sea freight, fishing and farming, plastic
containers and packaging, sewage treatment facilities,
marine port services). The final sample of 856 blue-
aligned bonds, resulted from aggregating the green
bonds with labeled blue use of proceeds with the green
bonds issued by entities in blue-themed sectors. The
adapted blue use of proceeds for these bonds is shown
in Figure 10.

Indicative of historic market size and emerging blue
themes, the estimated universe of blue-aligned bonds
cumulatively size at USD 258 billion, or one-tenth of the
cumulative green bond universe. Blue deals originating
in Asia amounted to USD 102 billion, or 40% of the blue-
aligned universe.
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Within this universe of blue-aligned bonds, 11 South and and number of blue-aligned bonds at USD 67 billion and
Southeast Asian countries have issued green bonds for 327 respectively.
blue use of proceeds. China issued the highest volume

Figure 9: Blue-aligned bonds by country in Asia
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Table 2: Characteristics of blue-aligned bonds by country

Volumes in USD million

No.
of bonds
T

China 327 66523 2n
South Korea 41 12 667 309
Hong Kong 10 7 094 709
Japan 53 6563 124
India 23 6204 270
Singapore 3 1715 572
Philipines 1 500 500
Taiwan 8 470 59
Vietnam 2 147 74
Malaysia 26 137 5

Thailand 1 52 52

On a global scale, the most number of blue-aligned
issuances are directed towards marine and offshore
renewable energy production, with 215 transactions
out of 856. This is followed by sustainable water and
wastewater management (154 issuances) and circular
economy and resource efficiency (148 issuances).

In terms of volumes, aquatic biodiversity conservation
absorbs most of the funding at USD 81 billion, or 31%
of the total blue volume. Resource efficiency and
circular economy ranks second, with 22% of the
market, and marine and offshore renewable energy
production completes the podium (USD 47 billion, 14%).
At the other end of the spectrum, sustainable fisheries,
aquaculture, and seafood value chain is the least
attended thematic, with 7 issuances and a cumulative
issuance size of USD 1.6 billion.

Avg Tenor
(year)

144 0.05

2876

300 23 1000 7.9
725 144 1200 6.4
73 26 750 13.1
60 3 965 9.7
561 561 593 3.9
500 500 500 7.0
33 23 163 4.7
74 21 126 4.5

5 0 14 5.5
52 52 52 5.0

In Asia, the ranking is relatively similar albeit the
importance of sustainable shipping and port logistics,
ranking third in terms of transactions (69 issuances), but
only accounts for 3% of all Asian blue-aligned green
bonds.

While the assessment of the blue-aligned bonds universe
provides an illustrative snapshot of various blue themes
and issuance volumes, it is not meant to describe the
current or future market potential of blue bonds. The
analysis does not consider blue themes that were
excluded from the historical green finance landscape,
or market gaps and projections of blue sectors to
understand the full potential of blue financing.
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Figure 10: Green bonds for adapted blue themes
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Market sentiment

With the hike in interest rates and sectoral credit events
across the globe, international bond issuances in Asia
experienced a decline for the first time over the last five
years in 2022. However, the proportion of sustainable
bonds within international bond issuances rose from
16% to 23% in 2022, signifying the attractiveness of
sustainable bonds as a financing instrument for issuers.?

Within this context, the current debate on the nexus
between green and blue will help deepen the breadth
and themes explored by sustainable finance investments.
While GSSS bond issuance in the sustainable finance
market has been recorded for blue themes, use
of proceeds and activities, explicit blue labeling of
issuances is new and will pick up pace as this subset
of the market matures to recognize what is considered
blue and how to measure the impacts of blue initiatives.

Macroeconomic factors will also play a role in advancing
the blue agenda. As the negative impacts of climate
change are disproportionately felt by developing
countries in the Asia-Pacific region and small island
developing states (SIDS) that control 30 per cent of all
oceans and seas?, financing for the ocean economy
will continue to gain traction within the development
finance and impact investing communities. Regulatory
policy on green and blue finance, knowledge and
capacity building at the national and industry levels,
and de-risking strategies will support innovation and
experimentation with blue financing structures.

During this study, Tameo discussed with market
practitioners to build on their expertise and knowledge
about the opportunities and challenges in developing
the sustainable blue debt finance market in Asia.
Interviews also tackled the relevance of gender in
these investments and what it will take to mainstream

FINANCING THE BLUE ECONOMY IN ASIA |

gender into the rhetoric on blue finance. This chapter
consolidates the market sentiment of 20 stakeholder
interviews, as outlined in Chapter 2 (study methodology).
The qualitative insights gained from the interviews
amplified the desk research and data analysis
conducted as part of this research.

KEY POINTS

The blue debt finance market is poised to leverage
the successes and lessons learned from sustainable
debt financing, including: a variety of issuance
structures in the form of green, social, sustainability
and sustainability-linked bonds; innovative projects,
technologies, and activities that deliver green and blue
climate-aligned outcomes; proliferation of standards,
guidelines and taxonomy to ascertain investment criteria
and credentials; and emerging best-practices in impact
reporting for post-issuance analysis.

However, several market conditions need to be met
or improved for blue issuances to mirror the growth
witnessed over the years by their labeled green
counterparts. Based on in-depth conversations
with issuers, investors, verifiers and thought leaders,
the following conditions will influence the integrity,
replicability and scalability of blue finance in Asia and
beyond.

Reference to a global standard that defines eligible
use of proceeds or sustainability-linked outcomes for
blue issuance.

Sustainable blue debt issuance without the formal blue
label has historically been a subset of the broader
green finance market, which has been governed by

26 ICMA (2023). The Asian International Bond Markets: Development and Trends
27 UN News (2022). Sustainable blue economy vital for small countries and coastal populations


The Asian International Bond Markets: Development and Trends
https://news.un.org/en/story/2022/06/1121562
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the voluntary GBP. These principles were developed
by a diverse group of investors, issuers and advocacy
organizations active in the capital markets, and will
continue to serve as global guidance for issuers looking
to develop their own blue frameworks. ICMA is presently
working with ADB, IFC, UNEPFI and UNGC (as mentioned
earlier in the “State of the market on blue financing”)
to provide additional clarification and guidance for
blue issuance, based on a review of existing knowledge
and resources for blue finance. As local sustainable
debt finance markets evolve in Asia, national and
regional green bond frameworks will also continue
to be developed so that deals can be done in local
currency, adhere to national regulations for disclosure,
and meet the Environmental, Social and Governance
(ESG) objectives of Asian companies and investors.
Sector-specific ESG issues and materiality implications
in Asian countries may be remarkably different from
those in developed economies, and sustainable finance
regulations around transparency and disclosure aim to
address those variances. This should be encouraging for
issuers and investors, as the absence of a global blue
framework should not preclude the demand for blue
financing as witnessed by extant blue labeled deals.
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As developing countries make advances in sustainable
preparing,
mainstreaming green frameworks can prioritize and

finance policy, implementing, and
enable climate-friendly investments inclusive of strategic
blue finance commitments. According to a majority of
the Sustainable Banking Network member countries,
promoting green finance such as green bonds and green
loans and developing a national sustainable finance
roadmap to support adoption are top priorities to realize
new investment opportunities in green and sustainable
debt finance. This investment potential in emerging
markets cities in the Asia-Pacific region was estimated to
be USD 675 billion in 2018 for urban climate-smart water
and waste alone.®

In line with this, Asian countries that have developed a
national green bond or sustainable finance guidance
also applicable to blue finance include Japan, Korea,
Hong Kong, Thailand, China, Singapore, Bangladesh,
Cambodia, Mongolia, Malaysia, Philippines and Indig;
Nepal’s Green Finance Taxonomy is under development
this year and forthcoming (Table 3).

28 IFC and Sustainable Banking Network (2020). Necessary Ambition: How Low-Income Countries Are Adopting Sustainable Finance to Address

Poverty, Climate Change, and Other Urgent Challenges


https://www.ifc.org/wps/wcm/connect/5f89213d-afc8-40d7-bfd9-9d63812c7428/SBN_Necessary_Ambition_Report_2020_final_webversion.pdf?MOD=AJPERES&CVID=nXqmvEo
https://www.ifc.org/wps/wcm/connect/5f89213d-afc8-40d7-bfd9-9d63812c7428/SBN_Necessary_Ambition_Report_2020_final_webversion.pdf?MOD=AJPERES&CVID=nXqmvEo
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Table 3: Green standards and guidelines relevant to the Asian market

Global

ICMA Green, Social and Sustainability Bond Principles (GBP)
ICMA Handbook: Harmonized Framework for Impact Reporting
Climate Bonds Initiative (CBI) Standards and sector criteria
European Green Bond Standard and EU Taxonomy

ISO 14030 Environmental Performance Evaluation - Green debt instruments taxonomy

Regional

ACMF ASEAN Green Bond Standards

ACMEF ASEAN Social Bond Standards 2018

ACMF ASEAN Sustainability Bond Standards 2018
ASEAN Taxonomy for Sustainable Finance

IPSF Common Ground Taxonomy (CGT)

National

Japan Green Bond Principles 2017 (updated 2022)

Korea Development Bank Green Bond Framework 2017

Hong Kong Green Bond Framework 2019 (updated 2022)

Thailand Sustainable Financing Framework 2020

China Green Bond Principles 2022 and Green Bond Endorsed Projects Catalogue 2021

Singapore Green Bond Framework 2022 and Green Finance Industry Taskforce’s Third Consultation on
Green and Transition Taxonomy underway

Bangladesh Policy on Green Bond Financing 2022 and Sustainable Finance Policy for Banks and Financial
Institutions 2020

Cambodia Green Bond Issuance Handbook 2022 (additional reference)

Mongolian Green Taxonomy 2019 (forthcoming draft on SDG Finance Taxonomy)

Malaysia Sustainable and Responsible Investment Sukuk Framework 2014 and Malaysia Climate Change
and Principle-based Taxonomy 2021

Philippines Sustainable Finance Framework 2021, Philippines Sustainable Finance Guiding Principles 2021
and Philippines Sustainable Finance Roadmap 2022

Sri Lanka Green Finance Taxonomy 2022

India Sovereign Green Bonds Framework 2022

Nepal Green Finance Taxonomy is under development in 2023 (builds on the Nepal Guideline on

Environmental and Social Risk Management (2018) and Policy Paper on Green Financing in Nepal 2022)
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https://www.treasury.gov.ph/wp-content/uploads/2022/01/Republic-of-Philippines-Sustainable-Finance-Framework-vF-with-disclaimer.pdf
https://www.dof.gov.ph/wp-content/uploads/2021/10/ALCEP-Sustainable-Finance-Guiding-Principles.pdf
https://www.bsp.gov.ph/Regulations/Issuances/2022/CL-2022-011.pdf
https://www.cbsl.gov.lk/sites/default/files/cbslweb_documents/sl_green_finance_taxonomy.pdf
https://dea.gov.in/sites/default/files/Framework for Sovereign Green Bonds.pdf
https://www.afi-global.org/wp-content/uploads/2022/12/RFP2238-NRB_Green-Taxonomy-Development_rev1.pdf
https://www.nrb.org.np/contents/uploads/2019/12/Guidelines-Guideline_on_Environmental__Social_Risk_Management_for_Banks_and_Financial_Institutions_2018-new.pdf
https://www.nrb.org.np/contents/uploads/2019/12/Guidelines-Guideline_on_Environmental__Social_Risk_Management_for_Banks_and_Financial_Institutions_2018-new.pdf
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While some Asian countries are more advanced in
establishing green finance policies and programs,
others are testing out enabling conditions through
pilot initiatives. For example, the Government of
Indonesia’s Ministry of Finance issued its first sovereign
green sukuk (Islamic Bond) under The Green Bond
and Green Sukuk Initiative in 2018, signaling that
additional guidance may follow. Indonesia has also
joined The Blue Finance Accelerator, a UN program
that aims to increase national and local government
capacity and awareness of the blue economy and
improve access to finance for blue sector start-ups
and Small and Medium Enterprises (SMEs).?? With some
of the highest lending rates in ASEAN and a rich blue
economy landscape particularly for marine fisheries and
aquaculture, marine plastics and waste management,
and marine tourism and conservation, Indonesia is
heavily reliant on public international finance for blue
financing presently supplemented by commercial banks
for sourcing private funds.®°

A recent green bond survey conducted by ADB
highlighted that greater policy clarity from the
government and regulators is critical for the
development of the green bond market in Indonesia,
along with preferential buying by institutional investors
and an increased pipeline of green projects to create
the supply of green bonds issued in Indonesia.® In 2022,
ADB also conducted green bond surveys for Singapore,
Malaysia, Laos, Cambodia, Philippines, Japan and
Thailand, to understand the development priorities and
market conditions for green issuance in each Asian
country.® These surveys complement Tameo’s study on
blue finance in Asia and comprise a pertinent knowledge
base from interviews with local investors, issuers,
arrangers, underwriters, and industry associations.
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The need for a steady supply of scalable blue projects
to meet the debt profile for bond financing.

As reflected by the extensive nature of the blue economy
inclusive of natural ecosystems and built infrastructure,
the universe of financeable blue projects is large and
diverse. Depending on the terms of financing, the
scale, maturity, and breadth of blue projects may seek
different types of innovative funding structures and
amounts. Factors such as the scale of sustainable blue
infrastructure projects, maturity of decarbonization
technologies (i.e., proof of concept to evidence-based
success models), and breadth of ecosystem preservation
and protection activities, define how blue an investment
is and the best financial terms to capture its risks and
benefits. Since the first USD 15 million blue bond issued
by Seychelles, the smallest transaction recorded in Asia
is a blue loan issued at USD 33.65 million by Far Eastern
New Century Corporation (FENC) in Taiwan, for PET
recycling, specifically expansion of collection system
network and production capacity, and related ocean
protection projects.

Corporate issuers in Asia display the potential to
support smaller blue deals that add up to meet larger
blue finance objectives over time. During the two-year
period from 2021 to 2023, Thai Union issued a short-
term blue loan and three sustainability-linked blue
loans worth over USD 700 million in total, signaling
a commitment to track and measure Sustainability
Performance Targets (SPT) per their blue Sustainability-
Linked Financing Framework for “Healthy Living, Healthy
Oceans.” Thai Union’s SPT include remaining in the
Dow Jones Sustainability Index (DJSI) Emerging Markets
and ranking in the top 10 companies for the DJSI Food
Products Industry Index; reducing Scope 1 and Scope

29 UNDP (2022). United Nations Fast-tracks Indonesia’s Blue Economy Development Through the “Blue Finance Accelerator” Program

30 Climate Policy Initative (2022). Indonesia Blue Finance Landscape
31 ADB (2022). Green Bond Market Survey for Indonesia

32 Asian Bonds Online: Sustainable Bond Related Publications (ADB and ADBI)
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2 carbon emissions from manufacturing operations
by 4% annually; and increasing the percentage of
tuna purchased from vessels equipped with electronic
monitoring and/or human observers by 5 percent each
year from a 75% baseline in 2020.% In contrast, some
of the largest blue issuance volumes came from China
and Hong Kong for offshore renewables, sustainable
maritime transportation (low-carbon fuel use and energy
efficiency), pollution prevention and control in ports, and
urban flood control facilities in coastal areas.

As shown by the aforementioned labeled blue deals,
the capital markets have financed different volumes
of blue deals for varied project types and issuers. While
sovereigns and public entities are likely to finance
large blue infrastructure and conservation projects,
the commercial blue economy in Asia is composed
of many small, family-led companies with modest
financing needs. Decentralized innovative business
models that cater to domestic water needs like water
kiosks or single-use water filters will typically require
small loans, or equity financing as seed funding to meet
early-stage product commercialization needs. On the
contrary, large renewable projects or capital-intensive
infrastructure such as new wastewater treatment
plants or piped water assets benefitting multiple
constituents (e.g., communities, industry, and nature)
must be matched with permanent revenue sources to
ascertain long-term operations and maintenance and
will therefore require bigger ticket bond or loan financing
from the capital markets.

Due to the fixed costs inherent to the bond issuance
process, the average minimum ticket size for a bond
transaction in the international capital markets
is estimated at USD 100 million. Individual blue
projects that do not meet this size criteria may have
to be bundled and scaled so that the investable
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portfolio is attractive and diverse from a risk-reward
perspective, and the revenues from the projects
are quantifiable by the issuer to repay the debt.

Increasing investor confidence in blue finance through
labeling and verification, consistent with expectations
in green financing.

Blue finance is increasingly being seen as one of many
tools in the broader sustainable finance toolkit. The
growth of labeled blue instruments can help diversify
a sustainable finance portfolio with investments in a
diverse array of projects, assets and ESG considerations.
While proliferating labels may need aligning to
catalogue comparable cross-sectoral investments
that meet the profile of both blue and green finance,
labeling can help differentiate impact themes based
on investor appetite; provide access to a larger, more
sophisticated pool of investors in comparison to a vanilla
issuance; add depth to investment characteristics
within a sector to support research and development
or new project categories (e.g., in its infancy, green
finance was focused solely on renewables and grew
to cover other types of assets like green vehicles and
energy efficiency strategies); and meaningfully enhance
the rhetoric on impact measurement and metrics for
biodiversity projects.

Investor demand for sustainable finance debt assets has
been evidenced by the “greenium” (green premium) for
global themed issuance in comparison to conventional
bonds, with spread compressions initially at 5-10 bps.
Anecdotally, while this greenium is now lower at 3-5
bps, it has not yet presented for green bonds issued
specifically in Asia. It also could be argued that the
lack of market depth in liquidity in secondary markets
for green bonds leads to a premium over mainstream

33 Thai Union Group Public Company Limited: Sustainble Finance - “Blue Finance”
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equivalents.®* A recent market study on a Euro-
denominated investment grade senior corporate bond
universe, found the greatest evidence of greenium
amongst some of the harder-to-abate sectors, which
typically have a greater intensity of greenhouse gas
(GHG) emissions, adjusting for operational scale.® While
the greenium may also be associated with a supply-
demand mismatch for green issues relative to their
non-green equivalents, emerging markets issuers with a
clear sustainability mandate and commitment to climate
projects will likely benefit from any greenium than those
who are laggards. The blue finance market stands today
where green finance was a decade ago, so it is yet to
be seen if the greenium may apply to blue instruments
and how blue bond pricing might evolve in the emerging
markets context.

Sophisticated issuers prefer sustainability-linked
financing over general-purpose debt to showcase
and leverage their sustainability strategy by linking
financial terms to green or blue KPIs. In this regard, blue
finance deals may benefit from emerging discussions
around entity-level verification in addition to the current
practice of deal-level verification. For example, a first-
mover in Taiwan’s corporate blue market, FENC is
currently the only enterprise accredited to issue four
types of sustainable bonds and has built partnerships
with large-scale banks aimed at realizing sustainability
goals based on the core business value of vertical
integration in its industrial chain.® To accommodate
issuers like FENC, CBI has expanded its standard to
enable “entity” certification of corporates aligned with
1.5-degree pathways, or those that will be by 2030, so
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long as the entity has suitably ambitious performance
targets and credible transition plans.®:% This market
development could streamline and reduce the volume
of verifications to be done for an issuer, motioning a
change in the way verifiers® have operated until now.

Innovating structures to accommodate deal flow from
different types of issuers to cultivate the blue market.

Similar to the green bond market, establishing a liquid
market for blue debt issuance will hinge on nurturing
a consistent pipeline of sizeable, eligible projects for
financing. Blue debt issued by sovereigns, corporations,
regions and municipalities, or state-owned enterprises,
is typically structured as a bond or loan for use-of-
proceeds or sustainability-linked purposes. Innovative
financial instruments such as sovereign debt-swaps
(debt-for-nature, debt-for-resilience, debt-for-climate,
and debt-for-adaptation swaps)*® and Islamic susuk
(issuer sells partial ownership of identifiable assets
instead of a traditional debt obligation to investors
in return for financing) instruments will continue to
deepen the debt market for blue issuance. While these
types of innovations may not cater to the speed and
replication sought after by investors from a liquidity
perspective, debt-exchange models can address the
systemic change inherent to funding interconnected
climate or environmental projects and losses sustained
from extreme droughts, intense floods, increased coastal
erosion, and extensive natural resource depletion.*
They can also help reduce the knowledge and capacity
gaps hindering progress on climate goals through

34 ICMA (2021). Green and Sustainable Finance: What Is the Role of the Repo Market?

35 IHS Markit (2020). Searching for “Greenium”
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the development of new expertise, multi-sectoral
partnerships and de-risking opportunities. This is
especially true in the context of developing countries,
where private investors want to invest but most climate
projects are high-risk, well above what is considered
“investment grade”.#?

Three debt-for-nature swaps were pioneered by The
Nature Conservancy for the countries of Seychelles
(2018), Barbados (2021) and Belize (2021), to refinance
a portion of their national debt to achieve large-scale
marine conservation goals.*® In all transactions, DFls
provided financial and technical assistance to de-risk
investments and aid in the investment decision of other
investors, who would otherwise not invest in untested
blue concepts, projects, or technologies they perceive
as too risky due to the lack of impact data available or
liquidity concerns inherent to new financial products.
While debt swaps are niche, they can be a useful tool
to address broad climate and environmental goals
underpinning the blue economy. This is especially true
in countries with strong fiscal management and policy
credibility, where budgetary spending is aligned with
a blue or green national strategy and can be linked to
quantifiable metrics such as ocean conservation.*

Developing verifiable metrics to quantify impact
indicators and prove additionality for the blue sector.

A major differentiator of blue finance in comparison
to its green counterpart is the extensive scope of
biodiversity projects and impact metrics applicable
to the blue economy. While the green bond market is
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predominantly focused on avoided carbon emissions
(from human activity) as a key metric, the blue economy
is inclusive of life above and below water-and blue
finance will therefore need to reference sustainability
standards and metrics for a variety of nature-
related outcomes that go beyond traditional built
environment issues.

Biodiversity is defined as the variety of life and the
interactions between living things at all levels on land,
in water and in the air-genes, populations, species and
ecosystems.* This includes terrestrial, freshwater and
marine ecosystems such as forests, grasslands, wetlands,
mangrove swamps and the oceans, which provide us
with services essential for human well-being and are
critical elements of the blue economy. Biodiversity loss
both contributes to climate change and is a result of
climate change.* To address the pace and magnitude
of biodiversity loss humanity is facing, 190+ countries
adopted the Aichi Biodiversity Targets-a 10-year plan
with 20 targets—for protecting and conserving natural
systems,” at the 2010 UN Convention on Biological
Diversity summit in Japan. During the next decade,
countries were expected to devise their own national
biodiversity strategies based on The Aichi Targets, but fell
short on implementation without specific accountability
measures in place. According to the biodiversity
community, when the targets expired in 2020, none
were met due to lack of financing, stakeholder buy-
in, measurable targets and accountability. The most
notable Aichi objective-and one of the few to include
a numerical goal-aimed to protect or conserve 17% of
all land and inland waters and 10% of the ocean by the
end of the decade.*®

42 Brookings (2023). Debt-For-Adaptation Swaps: A Financial Tool to Help Climate Vulnerable Nations
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Recent discussions at the 2022 Conference of the Parties
in December were as important to biodiversity as the
Paris agreement is to climate,*” where countries adopted
the Kunming-Montreal Global Biodiversity Framework
(GBF). The new framework includes four goals and 23
targets for achievement by 2030 to halt and reverse
nature loss; protect 30% of lands, oceans, coastal
areas, inland waters; reduce by $500 billion annual
harmful government subsidies; cut food waste in half;
and increase financing to developing countries.®® As
countries, corporations and financial institutions begin
to tackle these global targets, assessing, monitoring, and
disclosing risks, dependencies and impacts to the blue
economy will become an imperative.

In the context of blue finance, the measurement
and availability of data to establish blue economy
metrics is a major deterrent to market growth.”
To channel investments in blue natural capital and
sustainable development in the marine economy,
issuers, investors and other actors in the global
financial markets must align on science-based
nature-positive outcomes, impact indicators,
and metrics. While impact measurement for the
blue economy is far from standardized, market
resources are being developed by various enabling
organizations and initiatives. A few examples of recent

advances include:

. EU Sustainability Criteria for the Blue Economy

»  ADBBlue Economy Metrics for SMEs in Asia and the
Pacific

. 1000 Ocean Startups Ocean Impact Navigator
Framework and KPls

. Arup Blue Economy Case Study Compendium

World Bank Blue Economy Data and Tools
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. Making Oceans Count: Unlocking the potential
of ocean-related data to develop insightful blue
metrics for financial institutions

»  Taskforce on Nature-Related Financial Disclosures
(TNFD)
Management and Disclosure Framework

Nature-Related Risk & Opportunity

Network (SBTN)

Science-Based Targets for Nature - Initial Guidance

e The Science Based Targets
for Business

As mentioned earlier in this section, forthcoming
updates from ICMA and other market actors on a
global practitioner’s guide for blue finance will also be
a first step in conditioning and directing the research on
metrics for blue debt.

Integrating gender in the investment decision process
for blue finance.

As issuers and investors begin to engage deeply on
the sustainable blue economy ranging from industry
practices and infrastructure to biodiversity issues,
integration of additional ESG themes to assess the
impact of these investments will become a priority. A
critical cross-thematic issue for consideration in the blue
economy discourse, gender inclusion underpins the vital
role women in the workforce play in key sectors such as
fisheries, coastal and marine tourism, and aquaculture,
and how they are disproportionately affected by the
risks present in ocean industries (e.g., environmental
and natural disasters, illegal fishing activities that
compromise women’s safety in coastal communities)
%2as well as impacts of a changing climate and resulting
transition to a low-carbon economy. Gender inequalities
are prevalent in ocean-related sectors, as access to
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50 Convention on Biological Diversity (2022). COPI5: Nations Adopt Four Goals, 23 Targets for 2030 in Landmark UN Biodiversity Agreement
51 Deutsche Bank Wealth Management (2022). Ensuring a Sustainable Blue Economy

52 The Economist (2022). Valuing Women in the Blue Economy for International Women’s Day


https://www.cbd.int/article/cop15-cbd-press-release-final-19dec2022
https://www.cbd.int/article/cop15-cbd-press-release-final-19dec2022
https://op.europa.eu/en/publication-detail/-/publication/893c5ae2-a63a-11eb-9585-01aa75ed71a1
https://events.development.asia/materials/20220127/blue-economy-metrics
https://www.adb.org/publications/financing-blue-economy
https://www.adb.org/publications/financing-blue-economy
https://www.1000oceanstartups.org/navigator
https://www.1000oceanstartups.org/navigator
https://www.arup.com/perspectives/publications/research/section/coastal-cities-and-the-blue-economy
https://documents1.worldbank.org/curated/en/099610006152282116/pdf/P1750970004c390c60b64707db29cb15a4c.pdf
https://www.nature.com/articles/d41586-020-00450-5
https://www.cbd.int/article/cop15-cbd-press-release-final-19dec2022
https://www.deutschewealth.com/en/insights/sustainability/blue-economy/ensuring-a-sustainable-blue-economy.html
https://impact.economist.com/ocean/sustainable-ocean-economy/valuing-women-in-the-blue-economy-for-international-womens-day
https://drive.google.com/file/d/1zNf8D0WR-zWpkcU3y7P2Ke-NbeqoDEe0/view
https://drive.google.com/file/d/1zNf8D0WR-zWpkcU3y7P2Ke-NbeqoDEe0/view
https://drive.google.com/file/d/1zNf8D0WR-zWpkcU3y7P2Ke-NbeqoDEe0/view
file:///C:/Users/anish/Documents/Ani Consulting Projects/Tameo/Blue Bonds/SPF Report Drafts/TNFD Nature-Related Risk & Opportunity Management and Disclosure Framework
file:///C:/Users/anish/Documents/Ani Consulting Projects/Tameo/Blue Bonds/SPF Report Drafts/TNFD Nature-Related Risk & Opportunity Management and Disclosure Framework
file:///C:/Users/anish/Documents/Ani Consulting Projects/Tameo/Blue Bonds/SPF Report Drafts/TNFD Nature-Related Risk & Opportunity Management and Disclosure Framework
https://sciencebasedtargetsnetwork.org/wp-content/uploads/2020/11/Science-Based-Targets-for-Nature-Initial-Guidance-for-Business.pdf
https://sciencebasedtargetsnetwork.org/wp-content/uploads/2020/11/Science-Based-Targets-for-Nature-Initial-Guidance-for-Business.pdf
https://sciencebasedtargetsnetwork.org/wp-content/uploads/2020/11/Science-Based-Targets-for-Nature-Initial-Guidance-for-Business.pdf

| CONTENTS

economic opportunities and well-paid, skilled jobs
remain limited.®

In developing countries, women are particularly affected
by climate change, given their reliance on natural
resources for subsistence, lack of access to land and
control of land rights, marginalization and high levels of
poverty, and exclusion in decision-making. Women are
also key agents of climate mitigation and adaptation
solutions. This nexus between gender and climate
investments is a growing topic of interest within the
sustainable finance community. The absence of gender-
specific indicators for blue finance related SDGs é and 14
is illustrative of the gaps in sustainable debt issuance for
gender-related programs. Sustainable bond financing
that explicitly targets gender inequality is sparse and
received only 4% of capital mobilized by GSSS bond
issuances in 2022.54%

Including women in shaping policy, business decisions,
and systems thinking approaches to address
the stressors on the ocean ecosystem can provide
unparalleled dividends. However, a lack of terminology
and guidelines, as well as siloed categorization of gender
bonds as subsets of social or sustainability-linked bonds,
are barriers for the financial markets to account for
gender equality in a systemic, inclusive, and transparent
manner.’ As witnessed by the growth of blue bonds in
ocean finance, the nascency of gender considerations
in climate investing has given rise to a new asset class-
orange bonds-to drive financing in the capital markets
for gender awareness, gender equality and women’s
empowerment. While orange bonds directly contribute
to SDG 5 (Gender equality), they also have the potential
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to address social equity gaps in other SDG targets,
including those inherent in green and blue financing.
The lessons from gender-smart financing are focused on
mainstreaming gender considerations (or incorporating
a gender lens) by looking for opportunities to promote
gender equality in sustainable bond issues, including
GSSS bonds and blue bonds.”

A few labeled blue issuances in Asia from DFls have
incorporated a gender lens in the lending process
through effective gender mainstreaming®® in project
design, enumerated in gender action plans and gender-
related targets. Other DFls and funds have included
gender considerations in their investment strategies
in different ways, to prioritize gender in the project
selection process or financing thesis. The following
examples are indicative of the potential for gender lens
investing globally:

*  The Cambodia Fourth Greater Mekong Subregion
Corridor Towns Development project is partially
funded by a USD 78.5 million loan from ADB, of
which USD 62 million is flagged as blue bond
eligible. Overarching gender objectives are to
target, by 2024, at least 1,500 households headed
by women to be connected to the wastewater
treatment system.® With a baseline measure at
zero in 2017, the gender action plan for this loan
integrates several gender targets into two project
outputs, which are the improvement of urban
environmental infrastructure, and enhancement of
institutional capacities and national infrastructure
for regional economic connectivity. Examples of
gender targets include free wastewater collection

53 World Economic Forum (2022). SDGI4 Financing Landscape Scan: Tracking Funds to Realize Sustainable Outcomes for the Ocean

54 Dechert LLP (2022). The Growing Trend of Gender Bonds in 2022
55 Capital Monitor (2023). /s the Future of Sustainable Bonds Orange?

56 Impact Investment Exchange (I1X, 2023). Orange Bond Initiative Insights Paper: Building a Gender-Empowered Financial System
57 GenderSmart and partners (2022). Integrating Gender Considerations into Sustainable Bonds.
58 ADB (2021). Guidelines for Gender Mainstreaming Categories of ADB Projects

59 ADB (2022). Green and Blue Bond Impact Report


https://www3.weforum.org/docs/WEF_Tracking_Investment_in_and_Progress_Toward_SDG14.pdf
https://www.dechert.com/knowledge/onpoint/2022/7/the-growing-trend-of-gender-bonds-in-2022.html
https://capitalmonitor.ai/sdgs/sdg-5-gender-equality/is-the-future-of-sustainable-bonds-orange/
https://iixglobal.com/orange-bond-initiative-insights-paper/?utm_source=rss&utm_medium=rss&utm_campaign=orange-bond-initiative-insights-paper
https://static1.squarespace.com/static/6089294d7cb43b4cffb93591/t/621cbb297e85c74fcd29147a/1646050111342/Integrating+Gender+Considerations+into+Sustainable+Bonds+%281%29.pdf
https://www.adb.org/sites/default/files/institutional-document/33623/guidelines-gender-mainstreaming-categories-adb-projects.pdf
https://www.adb.org/sites/default/files/publication/297141/adb-green-blue-bonds-newsletter-2022.pdf

| CONTENTS

connections for female headed households,
expanded and improved solid waste collection
targeted at female headed households, 30%
of female staff employment in operation and
maintenance, ICT management training provided
tofemale government staff, and up to 25% women’s
representation in the project implementation
and management units’ decision-making and
technical positions.s°

ADB has committed an investment of USD 70
million in Qingdao Bank’s blue bond, to finance
loans and other debt instruments to support marine
environment protection and sustainable blue
economies in China. ADB’s gender action plan for
this investment seeks to increase women’s access
to blue finance by introducing a gender lens to the
commercial bank’s lending and through targeted
outreach.® The gender action plan, implemented
through 2023, has four key components, including
(1) a pilot incorporating a gender lens into Qingdao
bank’s lending process using a gender equality
scorecard; (2) training at least 0% of loan officers
originating blue finance projects on evaluating
potential investments using a gender lens; (3)
developing marketing materials and outreach
targeted at female clients; and (4) developing a
training module for loan officers on how to better
serve female borrowers.

In March 2023, IFC approved a sustainable loan
of USD 160 million to Produbanco, an Ecuadorian
bank, to support the blue economy and provide
access to financing for SMEs, particularly those
that are women-owned. A small portion (6%)

60
61
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of the loan mobilized subordinated financing
from Blue Orchard, a global impact investment
firm and member of 2X Global (formerly known
as the 2x Collaborative), an initiative launched
in 2018 to catalyze capital for gender-smart
investing.> As part of the loan terms, IFC will
primarily provide technical advisory services for
two key subsectors of the blue economy, namely
aquaculture and water treatment, and help
identify blue financing opportunities for the bank’s
investment portfolio.

Complementary to debt financial instruments used
to advance the gender agenda are new thematic
collaboratives and knowledge-sharing platforms
focused on best practices for integrating gender
into climate investments (which are inclusive of other
financing methods that go beyond the scope of this
research such as private equity and debt). A few
examples of these types of initiatives to educate and
bring together market actors include:

. The Women in Finance Climate Action Group, a
collective of women leaders from business, the
public sector and civil society led by the Aviva
Group, has come together to improve gender
equality when designing, delivering and accessing
climate finance.’® According to a recent report
published by the group, addressing barriers to
implement gender-smart climate finance requires:
improving women’s inclusion within the financial
system and ability to access climate finance;
integrating gender into public and private climate
policy frameworks; developing gender metrics and
integrating them into climate finance reporting;

ADB (2018). Fourth Greater Mekong Subregion Corridor Towns Development Project’s Gender Action Plan
ADB (2022). Proposed Bond Investment Bank of Qingdao Company Limited
IFC (2023). IFC Announces a Sustainable Loan of $160 Million to Produbanco to Support the Blue Economy in Ecuador

Aviva (2023). Women in Finance Climate Action Group


https://www.adb.org/sites/default/files/project-documents/50099/50099-002-gap-en.pdf
https://www.adb.org/sites/default/files/project-documents/55246/55246-001-rrp-en.pdf
https://pressroom.ifc.org/all/pages/PressDetail.aspx?ID=27479#:~:text=The%20International%20Finance%20Corporation%20(IFC,Enterprises%20(SMEs)%2C%20especially%20those
file:///C:/Users/anish/Documents/Ani Consulting Projects/Tameo/Blue Bonds/SPF Report Drafts/Post-Final Version 5.25.23/Women in Finance Climate Action Group
https://www.aviva.com/sustainability/women-in-finance/
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and improving gender-balanced representation in
key-decision making roles on climate finance.**

The Gender & Climate Finance Community
of Practice, a working group created in 2020
by GenderSmart and 2X Collaborative
mobilizes the

(now
collectively called 2X Global),
collective influence of the 2X community to unlock
capital with a gender lens within mainstream
climate finance. The working group builds on the
support and shared knowledge of investment
pioneers, providing opportunities for collaboration,
shared deal flow, illustrative case studies, tools,
and frameworks.

The Project Sage series, a comprehensive gender
research and market analysis effort by the Wharton
Social Impact Initiative, describes the evolution of
gender lens investing and highlights the recent
growth in climate funds that are including gender
as an element in their evaluation criteria and
portfolio goals.®® Over 200 funds were assessed
in the Project Sage database, representing USD
6 billion in capital raised as of June 30, 2021. This
research provides a wealth of information to
classify gender criteria (e.g., quantified gender
mandate, gender mandate, gender consideration)
and strategies used by different funds, such as
advancing gender equity in company ownership,
leadership, or finance; advancing products and
services that improve the lives of women and
girls; advancing companies that have a positive
impact on the women they employ; and advancing
companies that improve the lives of women in their
ecosystem.
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While these examples of gender considerations and
industry initiatives are important to build evidence on
the additionality of adopting a gender lens in investment
strategies, integrating gender criteria in investment
decisions in addition to measuring green, blue or
climate impact is too restrictive for some investors. The
market is yet to see a shift in gender-smart financing,
as investors are preferential to climate ambition over
gender issues. To move beyond the perceived complexity
of integrating gender considerations in green and blue
bond issuances, market actors should advocate for the
selection of gender criteria that are applicable across
eligible projects and elaboration of gender objectives
in overarching bond frameworks. A strategic approach
to gender mainstreaming will increase the relevancy of
a gender analysis or gender action plan, such that it can
be replicated in future bond issuances.

Women in Finance Climate Action Group (2021). COP26 Report: Recommendations for Gender-Smart Climate Finance
The Wharton School (2021). New Gender Lens Investing Research: Insights from Project Sage 4.0
Wharton Social Impact Initiative and Catalyst at Large (2021). Project Sage 4.0: Tracking Venture Capital, Private Equity, and Private Debt with a

Gender Lens.


https://www.2xglobal.org/gender-and-climate-cop
https://www.2xglobal.org/gender-and-climate-cop
https://static.aviva.io/content/dam/aviva-corporate/documents/socialpurpose/pdfs/Women-In-Finance-Climate-Action-Group-Report.pdf
https://www.wharton.upenn.edu/story/new-gender-lens-investing-research-insights-from-project-sage-4-0/
https://esg.wharton.upenn.edu/wp-content/uploads/2022/08/project-sage-4.0.pdf
https://esg.wharton.upenn.edu/wp-content/uploads/2022/08/project-sage-4.0.pdf
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Takeaways about

blue finance

In the last half a decade, blue bonds have emerged as
an important sustainable debt financing instrument for
projects, assets and companies that support a healthy
ocean and blue economy. Labeled blue issuances have
peaked at over 50 as of June 2023, with a cumulative
volume of USD 9.7 billion. Asia accounts for over 50%
of this market and has experienced a surge in regional
issuances since 2020, from banks, DFls, sovereigns and
corporations. A region heavily dependent on marine
ecosystems and industries for economic growth, the
Asian sub-continent is poised to deepen its reliance
on blue finance to promote the sustainable use of and
impacts on ocean resources.

While the definition of what constitutes blue in terms of
eligibility criteria and impact is still being debated in

FINANCING THE BLUE ECONOMY IN ASIA |

the market today, emerging blue frameworks such as
those developed by IFC and ADB are a handy starting
point to calibrate blue investments against their green
counterparts. Blue financing also benefits from more
than a decade of green issuance, which has set the
stage for market expectations around the issuance
process, allocation and management of proceeds,
and impact reporting. Market actors are focused on
deepening their understanding of traditional and new
blue sectors-such as water, wastewater and waste
management, fishing, maritime transport, tourism,
aquaculture, biotechnology, and offshore renewable
energy-and how they can become more sustainable to
promote coastal and marine conservation goals as well
as inclusive livelihood opportunities for those employed
in the formal and informal blue economy.

Scaling up blue finance from the present billions to the needed trillions will require several market conditions to

be met or improved, including:

‘l Additional globally-accepted standards, guidance and criteria for blue issuances.

repayment.

. and verifications.

Mainstreaming of national and regional green bond frameworks to develop the sustainable
. finance market for green and blue priorities.

Innovative funding structures and de-risking mechanisms to cater to the breadth and
« diversity of blue stakeholders, projects, and financing needs.

Mass scalability of credible blue projects that have quantifiable revenue streams for debt

Increasing investor confidence and market transparency in blue financing through labels

Specific and actionable guidance on gender lens integration into green and blue bond
« issuances in support of inclusive financing practices.

Quantifying impact through measurable, verifiable key blue performance indicators.
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Figure 11: Measuring investment opportunities in the blue economy

Source: Morgan Stanley (2023). 4 Ways to Invest in a Sustainable “Blue Economy”

Marine Renewable Energy:
$840bn

Decarbonize Marine Marine Solutions to
Transportation: Protect Ecosystems:

$1.2trn $1.1trn

Recent international deliberations such as the UN
Convention on Biodiversity and UN High Seas Treaty
have led to landmark commitments for ocean protection,
and should reinforce issuer and investor interest in
ocean-related projects. With investment opportunities

estimated at USD 3.4 trillion (Figure 11) in the fields of
marine transportation, marine ecosystem protection,
marine renewable energy, and sustainable aquaculture,®
the blue finance market is well-positioned to expand in
the coming years.

67 Morgan Stanley (2023). 4 Ways to Invest in a Sustainable “Blue Economy”


https://www.morganstanley.com/ideas/blue-economy-investing-ocean-priorities
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Annex I:

FINANCING THE BLUE ECONOMY IN ASIA |

I:ist of blue finance guides

Below is an overview of key blue finance guides,
frameworks and initiatives, directly quoted from source
documents:

. UNEP Fl Sustainable Blue Economy Finance .

Principles: Launched in 2018, the principles
were the first guiding framework with ocean-
specific standards, developed by the European
Commission, World Wildlife Fund (WWF), the
World Resources Institute (WRI) and the European
Investment Bank (EIB). The principles are hosted by
UNEP FI as part of the Sustainable Blue Economy
Finance Initiative.

. UNGC Sustainable Ocean Principles: These

Sustainable Ocean Principles provide a framework .

for responsible business practices across sectors
and geographies. They build upon and supplement
the Ten Principles of the United Nations Global
Compact on human rights, labour, environment,
and anti-corruption.

. UNGC Practical Guidance to Issue a Blue Bond:
The Practical Guidance identifies opportunities
for blue bonds to secure funding for ocean-related

projects and companies that contribute to the .

achievement of the SDGs. The guidance outlines
a number of pillars of best practices, as well as
benchmarks and frameworks for companies
interested in issuing a blue bond aligned with
a sustainability strategy to advance a healthy,
productive ocean.

e UNEP FI Turning the Tide - How to Finance a
Sustainable Ocean Recovery: This seminal

guidance is a market-first practical toolkit for e

financial institutions to pivot their activities
towards financing a sustainable blue economy.
Designed for banks, insurers and investors, the
guidance outlines how to avoid and mitigate
environmental and social risks and impacts, as

well as highlighting opportunities, when providing
capital to companies or projects within the blue
economy.

ADB Green and Blue Bond Framework: The green
and blue bond program enables ADB to support
its developing member countries seeking to
deliver environmentally sustainable growth to help
reduce poverty and improve the quality of life of
their people. The framework, consistent with the
Green Bond Principles and UNEP F| Sustainable
Blue Economy Finance Principles, defines
project eligibility for ADB’s green and blue bond
investments.

ASEAN Declaration on the Blue Economy:
Developed by the Association of Southeast Asian
Nations (ASEAN) as a commitment for regional
cooperation in relation to the blue economy,
to reach a common understanding on the blue
economy and identify the scope of cooperation
and activities that ASEAN Member States are
comfortable to undertake together, and with
external partners.

IFC Blue Finance Guidelines: The document
identifies eligible blue project categories to guide
IFC’s investments to support the blue economy,
in line with the Green Bond Principles and Green
Loan Principles. It builds on general Blue Economy
Financing Principles, such as the Sustainable Blue
Economy Principles and the Sustainable Ocean
Principles, to provide guidelines for blue bond
issuances and blue lending.

ADB Ocean Finance Framework: This framework
provides guidance on the types of projects that
meet ADB’s criteria for investments under its Action
Plan for Healthy Oceans and Sustainable Blue
Economies.


https://www.unepfi.org/blue-finance/the-principles/
https://www.unepfi.org/blue-finance/the-principles/
https://unglobalcompact.org/take-action/ocean/communication/sustainable-ocean-principles
https://unglobalcompact.org/library/5798
https://www.unepfi.org/publications/turning-the-tide/
https://www.unepfi.org/publications/turning-the-tide/
https://www.adb.org/sites/default/files/publication/731026/adb-green-blue-bond-framework.pdf
https://url.avanan.click/v2/___https:/asean.org/asean-leaders-declaration-on-the-blue-economy/___.YXAxZTp0YW1lby1ldTphOm86ZDc1NzVmNGJkOGRjMWFhNmQ3OTBjMmRiMDZjNzEwNzY6Njo2MDE2Ojc2NTA5MmM1NDI1MTllMWM5OGM0ZTI5MmJjZTcyMTc0NTljZTM5MzNmZmI3MzNlNDg1MzIxZmVhYzBhOTg0YzI6aDpU
https://www.ifc.org/wps/wcm/connect/industry_ext_content/ifc_external_corporate_site/financial+institutions/resources/guidelines-for-blue-finance
https://www.adb.org/publications/adb-ocean-finance-framework
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Bluelnvest Investor Report - An Ocean of
Opportunities: The report is part of an investor
capacity-building programme that provides
market knowledge on opportunities, financial
products and investment strategies related to
the EU blue economy. The report aims to mobilize
private capital for clean tech in the blue economy,
including groundbreaking solutions that can help
fight climate change and support the objectives of
the EU Green Deal.

Photo by Paulo Evangelista on Unsplash
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Global Guidance on Blue Bonds: IFC, ICMA, UNGC,
UNEP Fl, and the ADB are partnering to develop a
global practitioner’s guide for bonds to finance the
sustainable blue economy. It will aim to provide
market participants with clear criteria, practices,
and examples for blue bond lending and issuances.
The five organizations are currently seeking further
input from the financial markets, ocean industry
and global institutions with the goal of producing
the final edition in Autumn 2022 - which as of today
have not yet been released.



https://oceans-and-fisheries.ec.europa.eu/system/files/2023-03/Blueinvest-Investor-report-An-ocean-of-opportunities_0.pdf
https://oceans-and-fisheries.ec.europa.eu/system/files/2023-03/Blueinvest-Investor-report-An-ocean-of-opportunities_0.pdf
https://pressroom.ifc.org/all/pages/PressDetail.aspx?ID=27050
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Annex 2:
Details on blue labeled bonds in Asia®®

Issuer Country Year Instrument type Currency Size (uso™M)  Arranger / Structurer Alignment with Green / Blue Principles or Guidelines
Bank of China China 2020  Blue Bond usD 943 Crédit Agricole CIB & Société ICMA Green Bond Principles
Générale
Indorama Ventures Thailand 2020  Blue Loan usD 300 ICMA Green Loan Principles, IFC Guidelines for Blue
Finance
Industrial Bank China 2020  Blue Bond usD 450 Crédit Agricole CIB ICMA Green Bond Principles
Qingdao Water Group China 2020  Blue Bond CNY 47
Asian Development Bank  Multi-country 2021 Blue Bond AUD 151 Citigroup Global Markets ICMA Green Bond Principles, UNEP FI Sustainable Blue
Economy Finance Principles, ADB Green and Blue Bond
Framework
Asian Development Bank  Multi-country 2021 Blue Bond NZD 151 Crédit Agricole CIB ICMA Green Bond Principles, UNEP FI Sustainable Blue
Economy Finance Principles, ADB Green and Blue Bond
Framework
CSSC (Hong Kong) China 2021 Green Bond (with usD 500 DBS Bank ICMA Green Bond Principles
Shipping eligible blue projects)
Thai Union Thailand 2021 Sustainability-Linked ~ THB 147 Bank of Ayudhya ICMA Sustainability-Linked Bonds Principles, LMA
Bond Sustainability-Linked Loan Principles
Thai Union Thailand 2021 Sustainability-Linked ~ THB 176 Bank of Ayudhya ICMA Sustainability-Linked Bonds Principles, LMA
Bond Sustainability-Linked Loan Principles

68 For each deal, information on use of proceeds in available in Table 1: Blue issuances in Asia.


https://ir.listedcompany.com/tracker.pl?type=5&id=244261&m=3b2e03e589f0025cc0ce7ceddb45f9dd867e28ceefb75c6d2f1ed0e9efd30e8f&redirect=https%3A%2F%2Finvestor.thaiunion.com%2Fmisc%2Fsustainable%2Ftu-sustainability-linked-july-2021.pdf
https://ir.listedcompany.com/tracker.pl?type=5&id=244261&m=3b2e03e589f0025cc0ce7ceddb45f9dd867e28ceefb75c6d2f1ed0e9efd30e8f&redirect=https%3A%2F%2Finvestor.thaiunion.com%2Fmisc%2Fsustainable%2Ftu-sustainability-linked-july-2021.pdf
https://ir.listedcompany.com/tracker.pl?type=5&id=244261&m=3b2e03e589f0025cc0ce7ceddb45f9dd867e28ceefb75c6d2f1ed0e9efd30e8f&redirect=https%3A%2F%2Finvestor.thaiunion.com%2Fmisc%2Fsustainable%2Ftu-sustainability-linked-july-2021.pdf
https://ir.listedcompany.com/tracker.pl?type=5&id=244261&m=3b2e03e589f0025cc0ce7ceddb45f9dd867e28ceefb75c6d2f1ed0e9efd30e8f&redirect=https%3A%2F%2Finvestor.thaiunion.com%2Fmisc%2Fsustainable%2Ftu-sustainability-linked-july-2021.pdf
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Issuer Country Year Instrument type Currency Size (uspm)  Arranger / Structurer Alignment with Green / Blue Principles or Guidelines
Thai Union Thailand 2021 Sustainability-Linked ~ THB 352 Bank of Ayudhya, Mizuho ICMA Sustainability-Linked Bonds Principles, LMA
Bond Bank, and MUFG Bank Sustainability-Linked Loan Principles

Bank of Qingdao China 2022  Blue Loan usD 150 ICMA Green Loan Principles, IFC Guidelines for Blue
Finance

BDO Unibank Philippines 2022  Blue Bond usD 100 BDO Capital & Investment ICMA Green Bond Principles, IFC Guidelines for Blue

Corporation Finance

Far Eastern New Century ~ Taiwan 2022  Blue Loan UsD 34

Corporation (FENC)

Maruha Nichiro Japan 2022 Blue Bond JPY 38 Mizuho Securities ICMA Green Bond Principles; Green Loan and
Sustainability-Linked Loan Guidelines of the Ministry
of Environment Government of Japan; Loan Market
Association (LMA), Asia Pacific Loan Market Association
(APLMA) and Loan Syndications and Trading Association
(LSTA) Green Loan Principles; IFC Guidelines for Blue
Finance

People’s Government of China 2022  Sovereign Blue Bond CNY 175 Credit Agricole CIB ICMA Green Bond Principles, IFC Guidelines for Blue

Hainan Province Finance, and UNGC Sustainable Ocean Principles

Thai Union Thailand 2022  Blue Loan THB 59 ICMA Sustainability-Linked Bonds Principles, LMA
Sustainability-Linked Loan Principles

TMBThanachart Bank (ttb) Thailand 2022  Blue Bond uUsD 50 ICMA Green Bond Principles, IFC Guidelines for Blue
Finance

Export-Import Bank of Korea 2023  Blue Note usD 1’000 ANZ, BNP Paribas, Bank of ICMA Green Bond Principles, UNEP FI Sustainable Blue

Korea America Securities, Citigroup, Economy Finance Principles

HSBC, KB Securities, Morgan
Stanley
Vista Shipping Singapore 2023  Sustainability-Linked ~ USD 920 Standard Chartered

Loan



https://ir.listedcompany.com/tracker.pl?type=5&id=244261&m=3b2e03e589f0025cc0ce7ceddb45f9dd867e28ceefb75c6d2f1ed0e9efd30e8f&redirect=https%3A%2F%2Finvestor.thaiunion.com%2Fmisc%2Fsustainable%2Ftu-sustainability-linked-july-2021.pdf
https://ir.listedcompany.com/tracker.pl?type=5&id=244261&m=3b2e03e589f0025cc0ce7ceddb45f9dd867e28ceefb75c6d2f1ed0e9efd30e8f&redirect=https%3A%2F%2Finvestor.thaiunion.com%2Fmisc%2Fsustainable%2Ftu-sustainability-linked-july-2021.pdf
https://ir.listedcompany.com/tracker.pl?type=5&id=244261&m=3b2e03e589f0025cc0ce7ceddb45f9dd867e28ceefb75c6d2f1ed0e9efd30e8f&redirect=https%3A%2F%2Finvestor.thaiunion.com%2Fmisc%2Fsustainable%2Ftu-sustainability-linked-july-2021.pdf
https://ir.listedcompany.com/tracker.pl?type=5&id=244261&m=3b2e03e589f0025cc0ce7ceddb45f9dd867e28ceefb75c6d2f1ed0e9efd30e8f&redirect=https%3A%2F%2Finvestor.thaiunion.com%2Fmisc%2Fsustainable%2Ftu-sustainability-linked-july-2021.pdf
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Issuer Country Year Instrument type Currency Size (uspm)  Arranger / Structurer Alignment with Green / Blue Principles or Guidelines
Bank of Ayudhya Thailand 2023 Blue Bond usD 50 ICMA Green Bond Principles, IFC Guidelines for Blue
Finance

Republic of Indonesia  Indonesia 2023 Blue Bond JPY 102 Daiwa Securities, ICMA Green Bond Principles, Sustainability Bond
Mitsubishi UFJ Morgan Guidelines, Green Bond Standards (GBS), ASEAN Capital
Stanley Securities, Mizuho Markets Forum (“ACMF”) Social Bond Standards (SBS)
Securities and SMBC and Sustainable Bond
Nikko Securities

Republic of Indonesia  Indonesia 2023 Blue Bond JPY 42 Daiwa Securities, ICMA Green Bond Principles, Sustainability Bond

Mitsubishi UFJ Morgan
Stanley Securities, Mizuho
Securities and SMBC
Nikko Securities

Guidelines, Green Bond Standards (GBS), ASEAN Capital
Markets Forum (“ACMF”) Social Bond Standards (SBS)

and Sustainable Bond
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