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We have just over a decade to drastically reduce emissions
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To limit warming to 1.5°C,
CO, emissions would need
to fall by about 45% by
2030 compared to 2010
levels, and reach net-zero
around 2050
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Orders of magnitudes

Stocks of assets Annual flows (2018)
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Rapid scale up and reorientation of investments
required to reach decarbonsation goals

Annual power generation investments in 2019 compared to annual investment needs SDS 2025-2030
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> Why has financing climate mitigation been so
challenging?

* Risk and returns may not be compelling for private investors:
— Returns: social costs not adequately priced
— A focus on short-term performance
— Policy environment and policy credibility

— New types of investment and risks
» Technology costs & performance
= Capacity to evaluate
* Transaction costs

— Emphasis on risks and disclosure (Carney, 2015)




Six transformative areas

to align financial flows with low-emission, resilient
infrastructure

Financing Climate
Futures

RETHINKING INFRASTRUCTURE
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ENSURING THAT THE FINANCIAL SYSTEM IS ALIGNED WITH CLIMATE OBJECTIVES REQUIRES
GOVERNMENTS, FINANCIERS AND FINANCIAL REGULATORS TO ACT ON DIFFERENT LEVELS
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Clarifying legal frameworks
and mandates
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Reset the financial
system in line with long-
term climate risks and

opportunities



MDB COMMITMENTS TO

INFRASTRUCTURE SECTORS?®
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Ensure supportive policies to develop
pipelines of bankable clean energy projects

Stages of policy, market & financing for renewable investment, selected countries in 2017
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Improved financing conditions helping to drive down
the cost of solar and wind

Impact on LCOE for newly commissioned renewable power capacity, by level of financing costs
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Notes: Figures are indicative estimates (expressed in real terms). Upper limits of the columns show the levelized cost of electricity (LCOE) level using a
standard weighted average cost of capital (WACC) representing average market risk (8% in advanced economies and 7% in developing economies). The
length of the column illustrates how much the LCOE of the technology in the specific region has dropped as a result of reduced financing costs. Capital
costs are based on commissioning dates and the terms of the WACC are based on financial close.

Source: |[EA analysis based on technology capital costs from IRENA (2020).




Approaches to mobilizing institutional investors
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Progress Update on Approaches to Mobilising Institutional Investment for Sustainable
Infrastructure (Rottgers, Tandon and Kaminker, OECD 2018)

De-risking instrument

o Liquidy Revenue
Subordination, 5 facility, 3 guarantee, 3 Political risk

Public seed Back-stop insurance, 1
capital or grants, guarantee, 2
6

Loan
guarantee,
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Co-investment,
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Cornerstone
stake, 68




> Fintech and Clean Energy Finance 2 Gt
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Clean Energy Finance and Investment Mobilisation
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New OECD programme funded by the Government of Denmark Thailand
Aim: help accelerate clean energy finance and investment by —
strengthening domestic enabling conditions —_—
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" | Aholistic analysis of key policy
ame W areas that affect the finance and

—o== investment environment for clean
energy.

Framework for
Investment and
Finance in Clean
Energy

ldentifying unintended effects of
changes in one policy area on
another.

Understanding how one policy
area can reinforce another.




Ingredients for attracting finance and (2-CEE
investment G

* Predictable and transparent policies
 Regulatory support in areas where price signals are not efficient
* Improve conditions for “green finance” — reduce risks &

transaction costs; enhance transparency and disclosure

* Leverage development finance to mobilise private sector
Investments and finance from new investors (institutional investors)
* Innovation in business models and financing (including

Fintech) could help reduce finance costs and attract new investors
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