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social and sustainability bonds. As a result of this development, the broader sustainable 
finance market remains on track for a strong year.  

Navigating through principles in the sustainable finance space – page 16 
The sustainable finance space has gradually increased its family of guidelines and 
principles for financial instruments in the past few years. Most recently, the Sustainability 
Linked Bond Principles were published. In this article we provide a categorization of the 
different bond and loan types. 

Coming out of the lockdown: What will it take and will sustainability play a role? – 
webinar summary – page 19 
On 23 June 2020 SEB arranged for a webinar on the topic of post Covid-19 recovery and 
the potential role of sustainability in it. The webinar attracted a large audience. Present in 
the webinar was a prominent group of speakers from the financial sector and the field of 
sustainability. 

 

 
 
 
 
 
 
 
  

 
     10 July 2020 

     

Thomas Thygesen 
Editor 
Head of Strategy, Head of 
Research, Climate & 
Sustainable Finance 
thomas.thygesen@seb.dk  
 
Kristoffer Nielsen 
Advisor 
Climate & Sustainable Finance  
kristoffer.nielsen@seb.se 
 
Elizabeth Mathiesen 
Senior Strategist 
Equity Strategy Research 
elizabeth.mathiesen@seb.dk 
 

Tine Vist  
Quantitative Strategist  
Equity Strategy Research 
tine.vist@seb.dk 
 

 
SEB Green Bonds Website 
 
 
 
 
 

mailto:thomas.thygesen@seb.dk
mailto:kristoffer.nielsen@seb.se
mailto:elizabeth.mathiesen@seb.dk
mailto:tine.vist@seb.dk
https://sebgroup.com/large-corporates-and-institutions/our-services/markets/fixed-income/green-bonds


 

 

Climate & Sustainable Finance The Green Bond July 2020 10 July 2020 2 

Important.  Your attention is drawn to the statement at the end of this report which affects your rights. Securities transactions in the 
United States conducted by SEB Securities, Inc., Member FINRA/SIPC. This communication is intended for institutional investors only 
and not intended for retail investors in any jurisdiction. 

Letter to the reader 
With all of you in our thoughts – but especially those of you who may have been 
unfortunate and are going through a tough time right now! 

Alert: We might be going in the wrong 
direction! 
With hundreds of billions going into stimulus, it seems as only about 10% have 
a green tag attached. Listening to climate scientists and looking at the Paris 
Agreement, that is shocking and scary news! 

In busy and very different times 
Build back better – or – just produce, use, and throw away, as we are used to 
doing? Strangely enough, this seems to be the question. 

Despite short-term stimulus packages, we have reasons to remain optimistic, 
as we currently see prime institutions – like the German Government, the 
Swedish Government, the Danish Government, Daimler, Maersk, EQT and 
Xylem – making strong announcements and entering the sustainable finance 
market with long-term plans. 

This is a clear sign that sustainability is becoming a core element of finance and 
it should be a wakeup call for anyone who does not care about the impact of 
transparency and the purpose of Finance. 

Looking back, we have seen that region by region and sector by sector has 
moved, first slowly, then rapidly, into sustainability. At SEB we talk about 
clusters of activity (regions: Sweden, Netherlands, France, Switzerland, 
California, New York, Canada, China, Australia; sectors:  SSA, housing, water, 
pensions, impact investors, insurers etc.). If we can take this as a prediction of 
the future, we soon need to add Germany, Denmark, transport (Daimler and 
Maersk) and private equity (EQT) to the drivers of sustainability. 

When an institution like Daimler, in a well-structured way – backed by strong 
corporate action and supporting infrastructure – decides to go into green 
finance, it serves as a kick-off for the German corporate sector as well as the 
car industry in a larger scale. We expect this, combined with the Bund 
announcement of one to two green bond transactions in H2, will be what 
Germany needs to support its pioneering green issuers (KFW, ENBW, NRW 
Bank, Land NRW, Berlin Hyp etc) in taking the German financial market all the 
way to embrace green as a core element of finance.  

We are seeing strong movements in the loan market. Despite that the private 
loan market seems to offer a slimmer protocol than the public bond market, 
the activity has exploded, and sustainability linked loans become an edge you 
want to be able to offer! There are two reasons for this: 1) it enables the 
banks to offer exclusive advice to the borrowers on sustainability activity 
within finance and regulatory bodies, and 2) it allows the banks to have a more 
tailored dialogue around ESG materiality items with their clients, and enable 
the clients to establish infrastructures to produce clear and valuable 
communication around these themes.  

In a perfect world, one might argue that you don’t need to do a sustainable 
financial product to establish this infrastructure. But looking in the mirror, into 
most of the activities we have been involved in, it clearly helps to have a 
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formal empowerment of the treasury unit to establish a sustainable 
infrastructure, through the creation of a sustainable financial solution. With 
large and recognized institutions like Maersk, Norsk Hydro, EQT, Shell, Thames 
Water, banks need to ensure a broader implementation of sustainability 
competence to stay relevant. We expect this to be the strongest growth area 
(together with digitalization) inside finance over the cycle. 

However, we are also seeing signs that some areas and industries prioritise 
short term job creation and re-activation to avoid a social collapse. 
Consequently, there is an important discussion that needs to take place in 
respect to getting our priorities right, and we expect this to be one of the most 
important discussions of the market in H2. 

Normally we would have a number of external contributions in The Green 
Bond. This time we have included an overview of the various principles used 
by the market as well as a summary of an online webinar on the “reactivation 
challenges and actions after Covid-19” that we had last week with The World 
Bank, EIB, AIIB, AIM, APG, Nuveen (TIAA), Zurich, AP3, NIB, Kommuninvest, 
MuniFin and CICERO – as well as a link to the webinar. (To access the webinar, 
you have to be a client of the bank. To receive a password, please contact 
greenbonds@seb.se). 

 

Enjoy your reading and stay safe, 

Christopher Flensborg 

Head of Climate and Sustainable Finance 

mailto:greenbonds@seb.se
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Transition update 
Covid-19: Catalyst for regime change 
The Covid-19 pandemic is a major threat and at the same time a huge 
opportunity for the transition to a zero-emission economy and the fight against 
the climate crisis.  

On the one hand, the crisis has naturally shifted both the focus of policy 
makers and the availability of funding towards more pressing concerns as 
budgets are strained and human suffering rises. Several governments have 
postponed green investment initiatives while the crisis has raged. Funding 
from socially responsible investors has to some extent been diverted towards 
new issuance related to the acute crisis, for instance funding the production of 
ventilators and PPE as well as supporting SMEs.  

As a result, the immediate effect of the crisis is to further slow a transition 
process that was already falling behind in the race to meet the targets in the 
Paris agreement. The acceleration in both renewable energy investment and 
green bond issuance that was still gaining pace at the start of the year has not 
yet recovered from this blow as you can see in the Green Bond Market update. 

Figure 1: Brown stimulus in the lead after Covid-19  

 
Source: BNEF   

On the other hand, Covid-19 could also sow the seeds for a long-term surge in 
sustainable investment. The crisis has shown us how fragile the current 
economic system is to external shocks. The long-term case for building a more 
sustainable energy system has never been clearer. The crisis may also be the 
trigger for a move to direct central bank financing, which would remove the 
budget restrictions that, until now, appear to have prevented many 
governments from realising their good intentions. 

However, the green energy transition is now competing for funds with other 
areas where investment is needed to address vulnerabilities and broader 
sustainability issues. Most notably, there is a pressing need to reactivate the 
economy fast to avoid social and political destabilisation in the wake of the 
medical crisis. This is likely to take precedence in public spending decisions.   
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While everyone agrees that it would make more sense if the reactivation also 
serves a long-term purpose, realistically, green energy investment may not be 
the fastest way to generate jobs. It will be up to the sustainable investors to 
provide arguments for why specific investment can serve both purposes.  

The evidence so far suggests that green reactivation is not obvious to start 
with.  According to BNEF, out of a total of USD 769bn of stimulus that has been 
passed so far, only 54bn have been earmarked for ‘green’ investment (almost 
exclusively from Germany and Denmark) and 18bn for ‘brown’ with green 
conditions attached. At the same time, USD 697bn in support is targeted at 
carbon-intensive sectors without green conditions.  

However, this is the first wave of stimulus in direct response to the crisis, 
where speed is of the essence and long-term considerations take a back seat. 
As the immediate crisis fades, we expect governments to focus more on 
whether the money they spend both generates short-term and long-term 
advantages at the same time. If the EU Green Recovery plan is passed, for 
instance, the balance between green and brown will tilt from 10-90 to 50-50.  

The case for sustainable reactivation 
In the push for reactivation, green investment must compete with things like 
expanding the buffer capacity of healthcare systems, reducing financial risk in 
the private sector, improving the rest of our infrastructure, reducing other 
types of pollution, moving production facilities closer to end-markets and 
stabilising emerging economies. 

However, one could also argue that these are not mutually exclusive targets 
and that all of this is part of a move to a more sustainable economy in the 
broadest sense of the word.  

Many political leaders clearly see this as a once-in-a-generation chance to 
execute radical change. Governments have been forced to pay for the party, 
and that means they get to decide the music. They should make sure that the 
money they spend is used to create a more robust and less fragile system, so 
they won’t have to do it again. This is not just about renewable energy but will 
involve deep structural change in most sectors.  

The broader headline for this new version of sustainability is likely to be 
‘circularity’, a term that incorporates all the different ways that our production 
model uses more resources than it creates, in the shape of pollution, waste, 
heat, water scarcity, damage to the ecosystem etc. It also incorporates the 
need to balance social and physical sustainability. 

All of this makes good sense and the sustainable finance markets have already 
anticipated these changes: blue bonds, transition bonds and sustainability-
linked bonds are all examples of how the market is pushing the boundaries of 
acceptable investment purposes.   

While all elements of sustainability are important, the energy transition still 
has a special role to play. Only improved energy efficiency can enable us to 
build a better economy without worsening the climate crisis. A lower cost of 
energy after adjusting for Climate externalities could facilitate progress in all 
parts of the economy. Renewable energy is a true ‘general purpose 
technology’ that could help achieve this aim in all parts of the economy. This 
suggests that the energy transition should be given priority from a policy 
perspective. 
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Properly designed, investment in improved energy efficiency can also provide 
strong direct growth effects that support the reactivation of the economy. 
Renovation and retrofitting of buildings, production and installation of 
renewable energy production and smart grids, electrification and 
improvement of the transport system with e.g. high-speed railways or 
electrified public transport in big cities are all things that can generate both 
short term and long-term gains for the economy.  

An ambitious EU framework 
The EU has provided a blueprint of the way forward with a Green Recovery 
plan worth EUR 750bn that aims to boost growth and improve sustainability 
simultaneously. It will be funded with common debt issuance in a major step 
towards a more robust EU policy framework.  

Figure 2: The Green Recovery plan  

 

 
 
Source: SEB Strategy Research   

The EU Green Recovery plan is likely to facilitate significant investment in 
renewable energy infrastructure as well as a range of other areas including 
building upgrades and transportation networks. It offers an easy way to 
implement EU-wide stimulus indirectly financed by the ECB without the 
political obstacles. The commission also plans to leverage this investment with 
private pension funds using the EU green bond framework to accelerate the 
shift to renewable energy and support growth.  

There are indications that the EU is willing to push the envelope on carbon 
pricing schemes to match the higher ambitions. The price of emission rights is 
likely to rise further to around USD 40-50/ton as the EU raises the ambition on 
CO2 emissions to a decline of 50 or 55% by 2030. USD 40-50 would make this 
realistic and also bring the cost of carbon closer to the true cost to society from 
burning fossil fuels.   
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The EU has also upgraded its broader green framework in connection with the 
formal approval of the first part of the EU Taxonomy. The first taxonomies, 
covering climate risk mitigation and adaptation, are only slightly modified and 
remain likely to be the basic tool for assessing investment from a CO2 
perspective. Due to the more pressing nature of climate risks and the deeper 
role of energy in the economy, it makes sense to start here.  

However, the long-term plans point to a more ambitious future framework 
with six different taxonomies, covering several aspects of sustainability 
beyond carbon, including circular economics, will be introduced over the 
coming years, and there are also plans for a ‘social’ taxonomy to supplement 
the more traditional aspects of sustainability.  

Figure 3: Towards a broader definition of sustainability  

 

 
 
Source: SEB Strategy Research   

This all fits very well with the change in perspective we outlined above. It will 
make sustainability assessment more complex, because investments will be 
measured across a range of different parameters, but it also makes it more 
realistic and useful. When scope 3 exposures are introduced to disclosures and 
the analysis includes the whole supply chain, it could trigger major changes in 
business models across sectors.  

A broader role for sustainable finance 
The broader sustainability aspects in the government-sponsored sustainable 
reactivation investment is likely to lead to a broader and larger market for 
sustainable finance assets, embracing not just green debt, but a whole rainbow 
of different approved purposes.  

Sustainable finance is also likely to support the broader shift to a more 
sustainable economy. Indeed, sustainable assets that combine more than one 
aspect of sustainability (e.g. both job creation and CO2 reductions) should have 
a stronger appeal to investors.  
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The sustainable investment markets are already reflecting the broadening 
perception of what sustainability means; in 2020 the share of the total 
sustainable lending that is not designated as green bonds is now larger than 
50% as shown in Figure 5. 

The challenge for the sustainable finance community is how to embrace and 
benefit from the increased focus on broader sustainability without diluting the 
transparency and accountability of the green bond framework.  

Within two-three years, we may have all the numbers needed to understand 
how an investment contributes to a more sustainable economy (or not). Today 
investors remain limited by the lack of data and are forced to allocate capital 
based on subjective assessment.  

Figure 4: Development of sustainable finance market   Figure 5: Other products now more than 50% of market  

 

 

 
Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020   Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020  

As a result, it is important that the qualities of the green bond principles are 
carried over to the broader sustainable finance universe of transition bonds, 
social bonds or sustainability-linked bonds to maintain credibility.  

The new guidelines on sustainability-linked and social bonds from the ICMA is 
likely to mark the start of this process, which ultimately will result in a larger 
and more dynamic pool of investments allocated to financing investments that 
help speed up the transition. 
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Green Bond Market Update 
The green bond market recovered in Q2 2020 with a combined USD 54.5bn of 
issuance after a slowdown in February and March. Issuance in May 2020 was 
slightly behind the pace of issuance in the same period last year, as illustrated 
in Figure 6, but May 2019 was an exceptionally strong period for the green 
bond market. June 2020 was slightly ahead of last year and YTD 30 June 
issuance was USD 104.1m as a result, which was USD 8.5bn behind last year 
and USD 47.9bn behind our organic evolution scenario. 

Figure 6: Cumulative annual green bonds issuance & 2020 scenarios (USDbn) 

 
Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020 

The lower than expected growth of the green bond market coincides with 
better than expected growth rates for social and sustainability bonds, 
particularly within the supranational sector. YTD 30 June of social bonds was 
USD 39.6bn – already more than double the volume issued in 2019 (USD 
17.1bn). Social bonds as well as sustainability bonds, which themselves had 
accumulated USD 18.6bn by YTD 30 June, were already on a strong growth 
trajectory in the latter half of 2019 and early 2020 - this has only been 
accelerated by the response to Covid-19. As a result of this development, the 
total market for green, social and sustainability bonds was USD 162.2bn at 
YTD 30 June. 

Regional update 
Europe (excl. Nordics) continues to be the key region for green bonds with 
2020 issuance reaching a total of USD 43.9bn, or 42.1% of the global market, 
by 30 June. French issuers, consisting primarily of government agencies and 
financial institutions, were responsible for a volume of USD 11.9bn across 16 
green bond issuances so far in 2020, whereby USD 5.3bn was issued in Q2. 
Issuers in Germany, The Netherlands and Spain have issued a total USD 
15.2bn of green bonds in 2020, of which USD 8.2bn was added in Q2.  

In the North American market, the total issuance in Q2 was USD 15.3bn, 
where USD 5.5bn was issued by 44 municipalities and USD 6.7bn by 14 
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corporates. As a result, the total volume for YTD 30 June 2020 was USD 
26.8bn.  

The Asian green bond market was far more active in Q2 than earlier in the year 
with a total volume of USD 6.8bn across 34 issuances, from financial 
institutions, corporates and government agencies. The YTD 30 June Asian 
market was USD 13.1bn as a result.  

Figure 7: Green Bond market growth by region (USD bn)   Figure 8: Regional evolution (% share of ann. issuance)  

 

 

 
Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020   Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020  

The Nordic sector has added USD 4.3bn of green bond issuances in Q2, taking 
the total for the year so far to USD 7.9bn. Supranationals have issued 14 green 
bonds in Q2 at a total volume of USD 4.8bn. However, supranationals have in 
the same period issued social and sustainability bonds totaling USD 42.9bn, 
which reflects the trend in the supranational market that started in 2018 and 
was strengthened with the immediate need of funding initiatives for social 
projects related to Covid-19. 

Sector analysis 
The corporate sector had combined green bond issuances of USD 18.9bn for 
Q2, taking the total to USD 34.8bn for the year, or 33.4% of the total green 
bond market. The 58 corporate green bonds issued in Q2 came from 21 
different countries within Europe, North America and Asia.  

European companies were responsible for four of the five largest transactions 
during the period. French passenger transportation company Societe 
Nationale SNCF issued the largest green bond in the period with a EUR 1.25bn 
(USD 1.4bn) issuance aimed at funding environmentally friendly infrastructure 
projects. German company BASF was responsible for the second largest 
corporate green bond issuance with a EUR 1.0bn (USD 1.1bn) where proceeds 
are used for eligible projects within the eco-efficiency/circular economy and 
renewable energy categories.  Spanish energy company Iberdrola and Dutch 
airport operator Royal Schiphol Group, where the latter has created a new 
2020 green finance framework with proceeds going towards green buildings 
and clean transportation (electric vehicles used on the premises and charging 
stations), both issued green bonds totalling EUR 750m (USD 819m).  

Three other energy companies – EDP (Energias de Portugal), Avangrid and 
Ontario Power Generation, also issued USD +500m in April. LeasePlan, another 
Dutch company, issued a EUR 500m (USD 539m) green bond for the purpose 
of financing electric vehicles. Interestingly, their framework excludes all ICE 
(internal combustion engine), including those with a plug-in hybrid technology. 
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Figure 9: Green Bond market growth by sector (USD bn)   Figure 10: Regional sector (% share of ann. issuance)  

 

 

 
Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020   Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020  

The financial sector had total green bond issuances of USD 15.1bn in Q2, 
taking the total to USD 26.5bn YTD 30 June. The largest region in Q2 was 
Europe (excl. Nordic) with a green bond volume of USD, while USD 1.9bn was 
issued by Nordic institutions and 2.8bn was issued by Asian institutions. North 
America had only four issuances totalling USD 2.0bn from the financial sector, 
but that included Citigroup with a 4-year USD 1.5bn green bond – the single 
largest green bond from the financial sector throughout Q2.  

The largest issuance outside of North America was a 3-year CNY 10bn (USD 
1.4bn) green bond from Huaxia Bank. Other notable issuances in Asia include 
Bank of Ganzhou’s 3-year CNY 1.5bn (HSD 211m) green bond and Nanjing 
Financial City Construction & Development’s two green bonds (2-year and 3-
year tenors) totalling CNY 2.4bn (USD 340m).  

The largest Asian issuer outside of China came from the Japanese real estate 
developer Nippon Prologis with two 20-year and 30-year green bonds 
totalling JPY 10.0bn (USD 92m). The largest issuance in Europe was from 
Groupe BPCE with a 10-year EUR 1.25bn (USD 1.4bn) green bond under a 
new sustainable development framework that includes a broad list of green 
eligible projects. The largest Nordic issuer was SpareBank 1 Boligkreditt from 
Norway with a 5-year SEK 7.5bn (USD 779m) green bond.  

Green bond issuance from government agencies totalled USD 6.3bn in Q2 with 
16 issuances, taking the total to 13.1bn by YTD 30 June. The largest issuer in 
Q2 was Societe Du Grand Paris with a 40-year EUR 1.5bn (USD 1.6bn) 
issuance in April and a 50-year EUR 750m issuance in June. Other notable 
issuances included a 5-year EUR 700m (USD 761m) issuance from Export-
Import Bank of Korea, a 3-year SEK 5bn (USD 514m) issuance from Swedish 
agency Kommuninvest, a 10-year USD 500m issuance from Dutch public bank 
NWB and Japan Housing Finance Agency issued a JPY 30bn (USD 277m). The 
other government agencies which issued a green bond in Q2 were from China, 
Indonesia and the United States. 

The supranational green bond sector increased by 4.8bn in Q2 on the back of 
14 new issuances. The largest transaction came from EIB with a 15-year EUR 
1.0bn (USD 1.1bn) climate awareness bond. For the first time, EIB’s EUR bonds 
have EU taxonomy-compliant documentation. In addition, they issued a 3-year 
NOK 2.0bn (USD 190m), the first Climate Awareness bond issued in NOK. NIB 
issued a 7-year EUR 500m green bond in April. 

The municipal green bond sector amounted to USD 6.5bn in Q2. 43 
municipalities in the United States issued green bonds totalling USD 5.3bn, 
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while the remaining green bonds in the period were issued by municipalities in 
Sweden (two issuers), Spain and Canada. This brought the total YTD 30 June 
municipal green bond sector to USD 10.8bn. 

Fannie Mae issued mortgage backed securities totalling USD 330m in April and 
USD 251m in May (June transactions have not yet been registered). In 
addition, three other asset backed securities were issued in Q2 from Loanpal 
Solar, Mosaic Solar and Sunnova Energy. As a result, total issuance for the year 
so far was USD 3.2bn. 

Green Bond Currency Analysis 
The percentage of SEK bonds that have the green label is at 9.4% so far in 
2020, far lower than last year when green bonds accounted for almost 20% 
of total bond issuances in SEK. However, this is to some extent a result of 
supranationals bonds issued in SEK coming in the form of social and 
sustainability bonds.  

Figure 11: Green bond issuance as a percentage of total bond issuance in major currencies and distribution 

 
Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020 

All major labelled bond types (green, social and sustainability) as a percentage 
of total bonds is 13.8%, which reflects that almost a third of bonds issued 
under the major labelled bond types in SEK are social or sustainability bonds. 
This is also true for other major currencies so far in 2020. For USD, the ratio of 
green, social and sustainability bonds to total bonds for USD is almost twice at 
0.4% than for solely green, while the ratio in EUR increases from 1.7% of 
green to total bonds to 3.2% when social and sustainability bonds are 
included. 

Social and Sustainability Bonds 
Social and sustainability bonds issuance totaled USD 42.9bn in Q2. These two 
product types accounted for as much as 44.0% of the labelled bond market, a 
significant increase from previous years. The total 30 June YTD issuance for 
the two product types combined was USD 58.6bn. The development of the 
labelled bond market from a primarily green bond market to a market with a 
diversified set of labels was already underway in 2019, but it has accelerated 
in recent months. A major driver for this is, as we noted in the April issue of this 
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publication, the response to COVID-19. Issuers have applied the use of 
proceeds method, the foundation for the green bond market, to a new global 
challenge and investors have engaged in this process. This indicates that the 
labelled sustainable finance market is maturing into a flexible, responsive, and 
nuanced marketplace. As we note in the transition update of this publication, it 
will be interesting to track this development going forward as the economic 
reactivation process gets underway. 

Social Bonds 
Social bond issuance YTD 30 June totalled USD 39.6bn and as such the market 
is already twice that of the full-year 2019 market. Of this total, USD 29.3bn 
was issued in Q2. This included two social bonds, a 3-year USD 3bn and a 3-
year SEK 2.5bn (USD 250m), from the AfDB (African Development Bank). 
NWB issued a 7-year EUR 2bn (USD 2.2bn) social bond while CEB (Council of 
Europe Development Bank) issued a 7-year EUR 1bn (USD 1.1bn) social bond. 
The two bonds from AfDB and the CEB social bond were directly linked to 
combatting COVID-19, underlining the impact the outbreak has had on the 
labelled bond market. IFC followed up their active social bond engagement of 
previous months with a 15-year AUD 200m (USD 127m) issuance.  

Figure 12: Social bond market growth by sector    Figure 13: Social bond market growth by region  

 

 

 
Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020   Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020  

Sustainability bonds 
The sustainability bond market increased by USD 13.7bn in Q2 through 33 
new issuances, taking the total for YTD 30 June to USD 18.6bn. The largest 
issuer, by a good margin, was EIB (European Investment Bank) with three 
sustainability bonds - an 8-year EUR 1bn (USD 1.1bn) issuance, a 10-year 
1.25bn USD issuance and a 3-year SEK 3bn (USD 300m) issuance. These 
bonds are part of EIB’s EUR 40bn package to support European companies and 
finance health interventions stemming from COVID-19. EIB has also extended 
their sustainability awareness program to include such measures.  

Comunidad de Madrid issued a 10-year EUR 1.25bn sustainability bond for the 
purpose of funding affordable housing, education, healthcare, social inclusion, 
economic inclusion and small and medium enterprises financing. The Dutch 
development bank FMO issued a 7-year EUR 500m (USD 540m) sustainability 
bond that will fund the projects defined within their sustainability bond 
framework, including microfinance, women-owned SMEs, agricultural SMEs as 
well as youth finance and smallholder finance. Although the issuance is not 
linked to Covid-19, FMO notes that they are closely monitoring the impact on 
emerging markets and exploring financial options. The Flemish Community 
issued a 10-year EUR 1.25bn issuance (USD 1.36bn), but it is not stated if this 
has been done in connection to Covid-19.  
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Figure 14: Sustainability bond market growth by sector   Figure 15: Sustainability bond market growth by region  

 

 

 
Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020   Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020  

Sustainability-linked loans 
Note on data: The sustainability-linked loan market, whereby the loan margin is 
typically linked to a set of targets or an ESG score, is a private market with limited 
access to information. We use the loans listed in Bloomberg New Energy Finance, 
which we think provides a good reflection of the overall market.  

The sustainability-linked loan market has continued to be active in the first six 
months of 2020, but data gathering is a bit slower as it consists of private debt 
facilities. Total loans registered YTD 30 June at the point of this publication 
was USD 58.1bn. France, Italy, United States and Germany were the largest 
countries for sustainability-linked loans, accounting for 40% of the market so 
far in 2020. The largest transaction so far has been Italian energy company 
Enel SpA which has borrowed USD 5.4bn. Danish shipping company Maersk 
borrowed USD 5bn in the form of a sustainability-linked revolving credit 
facility, the second largest transaction so far in 2020. 

Figure 16: Sustainability-linked loans by country (USD bn)  

 
Source: SEB analysis based on Bloomberg and SEB data, as of 30 June 2020  
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Publicly Announced Green, Social & Sustainability Bond Pipeline1 
 

● Generali issues EUR 600m green bond 

● Nepi Rockcastle mandates EUR 3bn green bond 

● Shinhan Financial plans to issue USD COVID-19 bond 

● Modern Land plans to issue USD green bond 

● Grieg Seafood issues NOK 1bn green bond  

● Uniqa issues EUR 200m green bond 

● Vasakronan issues EUR 150m tap of green bond 

● Sparebanken Vest issues EUR 500m green bond 

● The German Federal Government plans to issue its first sovereign green 
bond in the second half of 2020 

● Daimler plans to issue green debt under a new Green Finance Framework 
that have received a Dark Green rating from CICERO. Eligible projects 
include R&D of electrified drivetrain systems, manufacturing of zero 
emission vehicles and drivetrains, charging/supporting infrastructure, 
energy efficiency projects, pollution prevention and control projects, and 
renewable energy projects 

● The Swedish Government presented its green bond framework on 5 June 
and plans to issue the first sovereign green bond in 2020. The green bond 
framework has an extensive list of eligible projects with a particular 
emphasis on clean transportation 

 

                                                                        
1 As of 6th July 2020 
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Navigating through principles 
in the sustainable finance 
space  
The sustainable finance space has gradually increased its family of guidelines 
and principles for financial instruments. Most recently, the Sustainability 
Linked Bond Principles were published. 

There are two quite distinct models often referred to within sustainable 
finance: 

1. The use of proceeds model, where the issuer or borrower is committing to 
a sustainability related spend or allocation of the proceeds of the financial 
instrument and 

2. the performance-based model, where the issuer or borrower is committing 
to future improvements in sustainability related outcomes of/in its 
operations. 
 

The roots of the mainstream sustainable finance market go back to the 
introduction of the green bond, a use of proceeds instrument (in relevant cases 
backed by green loans), followed by a gradual expansion into socially themed 
investments and allocations, but also from the bond market into the loan 
market by the introduction of stand-alone green loans. The strong growth in 
the volumes of sustainability linked loans, a performance-based instrument, in 
recent years paved way for the first signs of development of equivalent 
instruments in the bond market. 

Figure 17: Overview of the two different models within sustainable finance 
 

Use of proceeds Performance based 

Application 
of funds 

Earmarked application of funds for pre-defined 
green/social/sustainable projects/assets 

General purpose (not monitored) 

Description Commitment to a spend or allocation Commitment to a future outcome, forward looking 

Focus Impact of proceeds from financial instrument Impact created by issuer/borrower 

Set-up Investments in green/social/sustainable assets/projects Sustainability targets 

Impact Green/social/sustainable benefit created through investment Change in sustainability profile of issuer/borrower 

Outcome Outcome monitored without quantified expectations on impact Outcome monitored with clearly documented expectations on 
impact 

Structure The structure of the financial instrument is not adjusted The financial or structural characteristics are linked to the 
outcome of the performance (e.g. through triggering variations 

in coupon or margin) 

Typical type of 
instrument 

Drawn proceeds under bonds and loans Undrawn commitments under loan structures and 
Drawn proceeds under bond and loan structures 

Financial 
instruments 

Green bonds 
Social bonds 

Sustainability bonds 
Green loans 

Sustainability Linked Loans 
Sustainability Linked Bonds 

 

Source: SEB Climate and Sustainable Finance 
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Variations of these models or concepts exist, and there is even a possibility to 
combine the two concepts as they are complementary in nature. In addition, a 
range of labels for financial instruments based on these concepts are referred 
to in the market such as for example Blue bonds, Transition bonds, SDG bonds, 
Covid-19 bonds, Positive incentive loans, ESG linked loans etc. And lastly, there 
are further concepts which do not necessarily fully lend themselves to a clear 
alignment with either of the above approaches.   

Each of the above-mentioned financial instruments has its own set of principles 
or voluntary process guidelines, which are used as references for best practice 
in the market. Note that all labelled sustainability themed financial products 
are not necessarily aligned, or claim to be aligned, with these principles 
(regardless of label). 

Figure 18: Overview of principles and links to their framework documentation 
 

Principles First 
published 

Host / author Guidance documents and further information 

Use of Proceeds Green Bond Principles (GBP) 2014 

GBP / SBP / 
SLBP Principles, 

ICMA 

Guidance Handbook 
A wide range of further information and guidance 

(incl. e.g. impact reporting) can be found on the 
host’s webpage: 

GBP/SBP/SLBP Principles, ICMA 

Social Bond Principles (SBP) 2017 

Sustainability Bond Guidelines 
(makes reference to the Green- and Social 

Bond Principles for the combination of 
green and social projects) 

2017 

Green Loan Principles (GLP) 
Link to LMA webpage 

2018 
LMA, APLMA, 

LSTA 
Guidance on Green Loan Principles 

Link to LMA webpage 

Performance 
Based Sustainability Linked Bond Principles 

(SLBP) 

2020 
GBP / SBP / 

SLBP Principles, 
ICMA 

No specific guidance available 
A wide range of other relevant information and 
guidance can be found on the host’s webpage: 

GBP/SBP/SLBP Principles, ICMA 

Sustainability Linked Loan Principles 
(SLLP) 

Link to LMA webpage 
2019 

LMA, APLMA, 
LSTA 

Guidance on Sustainability Linked Loan 
Principles 

Link to LMA webpage 
 

Source: SEB Climate and Sustainable Finance 

These principles, as voluntary process guidelines, are structured around a 
number of core components or pillars which can be applied for general 
structuring and outline of frameworks, essentially for the due diligence 
process in preparation of establishing a sustainable finance instrument, and 
which can prove to be relevant for sustainability related governance aspects. 

And lastly, a comment in relation to the Transition concept, often (but not 
necessarily) referenced in the context of climate transition. Whilst a guidance 
note on best practices in climate transition finance is yet to be published 
through the GBP/SBP/SLBP Principles a connection is often made to the 
issuer’s or borrower’s climate strategy and objectives. 

  

https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Green-Bonds-Principles-June-2018-270520.pdf
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Guidance-Handbook-April-2020-050620.pdf
https://www.icmagroup.org/green-social-and-sustainability-bonds/
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2020/Social-Bond-PrinciplesJune-2020-090620.pdf
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/Sustainability-Bonds-Guidelines-June-2018-270520.pdf
https://www.lma.eu.com/documents-guidelines/documents
https://www.lma.eu.com/documents-guidelines/documents
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2020/Sustainability-Linked-Bond-PrinciplesJune-2020-100620.pdf
https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-2020/Sustainability-Linked-Bond-PrinciplesJune-2020-100620.pdf
https://www.icmagroup.org/green-social-and-sustainability-bonds/
https://www.lma.eu.com/documents-guidelines/documents
https://www.lma.eu.com/documents-guidelines/documents
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Figure 19: Overview of core components 
  Use of proceeds (definitions)     Performance based (definitions) 

  Green / Social Bond 
Principles 

Green Loan Principles     Sustainability Linked Bond 
Principles 

Sustainability Linked 
Loan Principles 

Core 
components 
/ pillars 

Use of Proceeds Use of Proceeds 

  
Core 
components / 
pillars 

  
Relationship to Borrower’s 

Overall Sustainability 
Strategy 

Process for Project 
Evaluation and Selection 

Process for Project 
Evaluation and Selection 

Selection of Key 
Performance Indicators 

(KPIs) Target Setting, Measuring 
the Sustainability of the 

Borrower 
Management of Proceeds  

Management of 
Proceeds  

Calibration of Sustainability 
Performance Targets 

(SPTs) 

Reporting Reporting Bond characteristics   

Recommen-
dation 

External Review Review Reporting Reporting 

  
    Verification Review 

 

Source: SEB Climate and Sustainable Finance 

It remains to be seen whether transition based financial instruments will 
commonly align with use of proceeds principles or with performance-based 
principles, or perhaps even a combination of them both or a flexibility to 
choose the most suitable for the specific framework.  
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Coming out of the lockdown: 
What will it take and will 
sustainability play a role? – 
webinar summary 
On 23 June 2020 SEB arranged for a webinar on the topic of post Covid-19 
recovery and the potential role of sustainability in it. The webinar attracted 
a large audience. Present in the webinar was a prominent group of 
speakers from the financial sector and the field of sustainability, including 
Cicero, European Investment Bank, the World Bank, International Bank for 
Reconstruction and Development, Asian Infrastructure Investment Bank, 
Affirmative Investment Management, APG, AP3, Nuveen, Zurich Insurance 
Group, Nordic Investment Bank, Municipality Finance and Kommuninvest. 
The discussions held during the webinar focused on the effects of and the 
responses to the Covid-19 pandemic, sustainable strategies for recovery 
and reactivation, sustainable investment opportunities, and the 
involvement of investors in the recovery process.  

The following is a summary built on the key take-aways from this webinar. Please 
note that the comments and arguments reviewed here are presented in a random 
order and do not necessarily reflect the consensus of the group. 

The Covid-19 pandemic has caused a world-wide social and economic crisis. 
Certain sectors have been severely hit, especially the service, transport and 
healthcare sectors but also the infrastructure and the oil and gas industry. 
Structural problems have been uncovered such as weaknesses in the medical 
sector, limits to the supply of basic products and services needed. Moreover, 
severe inequalities have deepened as the pandemic has pushed even more 
people into poverty. Unemployment has increased and is at risk of increasing 
even further in the future as it is currently held up by governmental stimulus. 
Companies have had to adapt to new ways of working and facing their 
customers, in which digital solutions have become vital.  

In terms of financing, lenders otherwise focusing on long-term lending have 
stepped up to help their clients survive through short-term support. A wide 
spectrum of response bonds entered the market, providing liquidity for 
different sectors, i.e. healthcare, small businesses, social security and 
infrastructure. From an equity point of view, all the stimulus has made 
company valuations based on cash flows irrelevant. The differences in 
monetary and political policies between countries have made money stay 
closer to home. One of the participants pointed out the great variation of the 
effects that the pandemic has had on the different areas of the equity market 
and the ways in which transition in the market may benefit financial service 
providers, such as pension funds. Moreover, a speaker expressed an 
expectation of a large demand for project investments on the side of equity as 
well as the need for an increase in risk to be able to generate higher return. 

The environment, on the other hand, has in a way benefited, with CO2 
emissions decreasing by about 8% since the start of the outbreak. Such a 
decrease resulted from the major behavioral changes caused by the pandemic. 
However, as it was pointed out in the webinar, it is important to keep in mind 
that in order to keep up with the international climate agreements, we must 
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cut the emissions by about 8% on a yearly basis. Therefore, while such a 
decrease may seem like a big step, it also shows us that even drastic global 
behavioral change may not be enough for governments and companies to 
meet their commitments on climate. Hence, sustainable investments must be 
used as a tool for reducing the emissions through financing of i.e. building of 
retro-fits, clean transportation, education and training, eco-system resilience 
and clean technology. 

The pandemic created an opening for new opportunities for recovery to aim at 
“building back green”. People now have a greater understanding of what is 
meant by ESG-risks. The outbreak of Covid-19 showed how interconnected 
climate change is with social and economic issues - that there is a fundamental 
link between the environment, health, poverty, development and the economy. 
The future must therefore bring a more holistic approach in addressing these 
issues.  

Investors will need to know more to assess company risks and opportunities. 
As of now, equity does not incorporate ESG-risks in valuations. Such 
assessments will be key in the future and need to include the whole balance 
sheet. Small and mid-sized companies will have to become more resilient and, 
in general, ESG will become more mainstream as investors look to stable cash 
flows.  

Going forward, investments will have to give greater focus to the “S” in ESG. 
The bond market will have to expand the eligibility to also include social 
investments. Green and social must be integrated. Transparency and reporting 
of data will be required. Selection criteria for de-carbonizing of portfolios and 
carbon-pricing will be introduced, maybe even by governments. Investment 
decisions will have to be sustainable and long-term for developing ESG-risks-
resistant economy.  

Investments in clean infrastructure, transportation and technology will help 
companies adapt to the new world of business with new work manners. Still, 
the crisis has led only to an insignificant reduction in energy consumption. The 
building sector has the potential to play a huge role in reducing yearly add-ons 
of CO2 emissions.  

To sum up, this crisis revealed the depth of ESG-risks and highlighted the 
importance of sustainable, holistic and long-term investing for building a 
resilient and prosperous economy in the future. Let us now cease this 
opportunity to make structural change and to accelerate the transition 
towards a better tomorrow. 

Link to the webinar 
To access the webinar, you have to be a client of the bank. To receive a password, 
please contact greenbonds@seb.se. 
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Disclaimer 

This statement affects your rights 
This report is a communication produced by the Climate and Sustainable Finance team, a team within Skandinaviska Enskilda Banken 
AB (publ) (“SEB”) to provide background information only.  It does not constitute research or marketing material. It is confidential to 
the recipient, any dissemination, distribution, copying, or other use of this communication is strictly prohibited.   

Good faith & limitations 
Opinions, projections and estimates contained in this report represent the author’s present opinion and are subject to change without 
notice. Although information contained in this report has been compiled in good faith from sources believed to be reliable, no 
representation or warranty, expressed or implied, is made with respect to its correctness, completeness or accuracy of the contents, 
and the information is not to be relied upon as authoritative.  To the extent permitted by law, SEB accepts no liability whatsoever for 
any direct or consequential loss arising from use of this document or its contents. 

Disclosures 
The analysis and valuations, projections and forecasts contained in this report are based on a number of assumptions and estimates 
and are subject to contingencies and uncertainties; different assumptions could result in materially different results.  The inclusion of 
any such valuations, projections and forecasts in this report should not be regarded as a representation or warranty by or on behalf of 
the SEB Group or any person or entity within the SEB Group that such valuations, projections and forecasts or their underlying 
assumptions and estimates will be met or realized.  Past performance is not a reliable indicator of future performance.  Foreign 
currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this 
report. Anyone considering taking actions based upon the content of this document is urged to base investment decisions upon such 
investigations as they deem necessary. This document does not constitute an offer or an invitation to make an offer, or solicitation of, 
any offer to subscribe for any securities or other financial instruments.  

Conflicts of Interest 
Non-independent research is a marketing communication.  It does not constitute independent objective investment research, and 
therefore is not protected by the arrangements which SEB has put in place designed to prevent conflicts of interest from affecting the 
independence of its investment research.  Furthermore, it is also not subject to any prohibition on dealing ahead of the dissemination of 
investment research, 

SEB or its affiliates, officers, directors, employees or shareholders of such members (a) may be represented on the board of directors 
or similar supervisory entity of the companies mentioned herein (b) may, to the extent permitted by law, have a position in the 
securities of (or options, warrants or rights with respect to, or interest in the securities of the companies mentioned herein or may 
make a market or act as principal in any transactions in such securities (c) may, acting as principal or as agent, deal in investments in or 
with companies mentioned herein, and (d) may from time to time provide investment banking, underwriting or other services to, or 
solicit investment banking, underwriting or other business from the companies mentioned herein. Information on any SEB or employee 
positions may be obtainable from SEB’s Compliance Department upon request. 

Recipients 
In the UK, this report is directed at and is for distribution only to (i) persons who have professional experience in matters relating to 
investments falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (The 
‘‘Order’’) or (ii) high net worth entities falling within Article 49(2)(a) to (d) of the Order (all such persons together being referred to as 
‘‘relevant persons’’. This report must not be acted on or relied upon by persons in the UK who are not relevant persons. In the US, this 
report is distributed solely to persons who qualify as ‘‘major U.S. institutional investors’’ as defined in Rule 15a-6 under the Securities 
Exchange Act. U.S. persons wishing to effect transactions in any security discussed herein should do so by contacting SEB Securities 
Inc. (SEBSI). 

The distribution of this document may be restricted in certain jurisdictions by law, and persons into whose possession this document 
comes should inform themselves about, and observe, any such restrictions.  

The SEB Group: members, memberships and regulators 
Skandinaviska Enskilda Banken AB (publ) is incorporated in Sweden, as a Limited Liability Company.  It is regulated by 
Finansinspektionen, and by the local financial regulators in each of the jurisdictions in which it has branches or subsidiaries, including in 
the UK, by the Prudential Regulation Authority and Financial Conduct Authority (details about the extent of our regulation is available 
on request); Denmark by Finanstilsynet; Finland by Finanssivalvonta; Norway by Finanstilsynet and Germany by Bundesanstalt für 
Finanzdienstleistungsaufsicht.  In the US, SEBSI is a U.S. broker-dealer, registered with the Financial Industry Regulatory Authority 
(FINRA). SEBSI is a direct subsidiary of SEB.  

For a list of execution venues of which SEB is a member or participant, visit https://sebgroup.com/large-corporates-and-institutions 
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