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Government nudges
on ‘people, planet
prosperity’.
‘PPP’ may mostly be associated with Public Private
Partnerships but coming up fast is another PPP:
‘People, Planet Prosperity’.
It’s a term increasingly shadowing Environmental
and Social Governance or ESG and, who knows, could
become as ubiquitous as that acronym.
Either way it’s an agenda Africans cannot ignore,
indeed should lead on, because it’s becoming an
essential ingredient for attracting investment, a
whopping $31 trillion of funding conforming to ESG/
PPP criteria in 2018; later figures will be even bigger.
It’s increasingly being adopted by pension funds,
financial institutions and big investors like BlackRock
Most important governments are nudging investors
that way too.
The UK government has proposed that £5
billion-plus occupational pension schemes will have
to disclose climate risks by the end of 2022. The
European Commission will be requiring sustainable
investment frameworks. Although the EU – the
biggest richest single market in the world – doesn’t
regulate corporate disclosures itself (that’s done by
the 27 individual Member States), it does regulate the
financial services, and it has asked the financial sector
to disclose their ESG footprint.
With Al Gore now an adviser to President Biden,
watch US initiatives too, after Trump’s blatant climate
change denialism.
The Welsh Government is a pacesetter with its
Well-Being of Future Generations Act which requires
all public bodies (including itself) to factor in the long-

term impact of all their policy decisions, especially
on PPP/ESG. That will inevitably influence not just
its policies, but also its procurement, and so impact
upon the private sector too.
We have already seen how British Government
recommendations (rather than legislation) have
encouraged marked increases in gender diversity on
Company Boards. And expect that sort of ‘nudging’
turning into compliance increasingly happening on
environmental and social governance in future.
With their huge budgets relative to their GDP,
African Governments have a big role to play on this
agenda, and African businesses would be well advised
to be ahead of the curve to benefit.
There have been almost daily announcements by
global corporates of their net zero emission goals –
even Formula One has just announced it is moving to
a sustainable fuel. Some experts are even suggesting
that investor appetite for ESG-related investments
will outstrip the availability of ESG-positive assets
available in the market.
Yet another reason for African businesses to step
up.
And with the Climate Change Summit in November
this year (2021), and President Biden announcing he
will be there with the US involved again, also another
reason for African governments to step up.
Lord Peter Hain is a former anti-apartheid leader
and British Cabinet Minister. He is the Chairman
of IC Intelligence.
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ESG Global Update:
MOODY’S SAYS ESG BEING INTEGRATED
WITH RECOVERY IN MAJOR ECONOMIES
MOODY’S on February 3 issued a global ESG
update saying that major economies are integrating
their recovery efforts with carbon emissions
reduction. The impact of environmental, social,
and governance (ESG) issues in financial markets
will accelerate in 2021 as the effect of government
stimulus, decarbonisation policies and greater
disclosure requirements overlap in 2021, Moody’s
Investors Service said in the report.

“The growing landscape of measures to
align investment with sustainability goals will
hit home in 2021, with increasing disclosure
requirements improving the ability to differentiate
on sustainability issues,” said James Leaton, Senior
Vice President at Moody’s Investors Service. “The
events of 2020 will have lasting credit impacts, with
green stimulus a priority in advanced economies
post-COVID, consumers paying more attention to
sustainability issues, and international alignment on
climate policy restored.”
Major economies will try to integrate their
recovery plans and job creation initiatives addressing
rising inequality with longer-term efforts to reduce
carbon emissions, and develop green infrastructure.
Meanwhile, greater transparency around the
materiality of ESG issues will increasingly affect
access to capital and asset values in high-risk
sectors. A growing landscape of sustainability
standards and disclosure requirements, that
exposes financial flows to greater scrutiny and
oversight, is expected to start having more influence
on investment decisions at all levels, from banks to
asset managers to consumers.
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SUSTAINABLE FINANCE REACHED $17.2
TRILLION IN THE US ALONE IN 2020
After the deregulation and reversal on climate action
under the Trump administration, all indications are
that there will be a lot more oversight on governance
and momentum on impact investing from the Biden
administration.
The US Sustainable and Impact Investing
Foundation’s 2020 Trends Report provides data on the
US asset management firms and institutional asset
owners using sustainable investment strategies and
examines the environmental, social and governance
(ESG) issues they consider in managing their portfolios.
The report counts two main strategies as sustainable

investing: ESG incorporation – applying various ESG
criteria in investment analysis and portfolio selection
– and filing shareholder resolutions on ESG issues.
The total US-domiciled assets under management
using sustainable investing strategies grew from $12
trillion at the start of 2018 to $17.1 trillion at the start
of 2020, an increase of 42 percent. Global sustainable
finance assets are now estimated to be around
$30 trillion. The largest number of institutional
investors cited fulfilling mission and pursuing social or
environmental impact as their top motivations. The
increased interest in ESG from US and global investors
will mean higher levels of regulation and due diligence
for fund managers seeking to raise capital from these
investors. n
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WHAT WILL THE BIDEN
ADMINISTRATION MEAN FOR
DEVELOPMENT FINANCE AND
IMPACT INVESTING INTO AFRICA?

AFRICAN STOCK EXCHANGES FIND
GOVERNANCE IS KEY FOR AFRICAN
FUND MANAGERS INVESTMENT
DECISIONS

This is an excerpt from an article that originally
appeared in African Business magazine

The push for ESG is also increasingly influencing
capital allocations on the African continent.
A survey released by the African Exchanges
Linkage Project (AELP) at the end of 2020 found
governance, good regulation and the availability
of market data and trading information play
fundamental roles in the investment decision
making of African fund managers when investing
into African capital markets.
The AELP surveyed 50 African asset-managers
on the continent. The AELP is a joint initiative by the
African Securities Exchanges Association (ASEA) and
the African Development Bank to unlock Pan-African
investment flows, promote innovations that support
diversification for investors, and address depth and
liquidity in Africa’s capital markets.
Nine out of ten of the fund managers surveyed
consider market regulation (91%) and the availability
of market data and prices (90%) as key factors in
driving their investment flows into the continent.
Other top criteria that help fund managers
choose where to invest are: price levels for dealing,
efficiency of execution and commission (86%), the
quality of companies and investment opportunities
(also 86%), corporate, social and governance criteria
(84%) and availability of research (80%). Three
quarters of investors said they were reluctant
to invest in small and illiquid markets or where
valuations are excessive. Only half decide to invest
in a company based on its dividend policy, while
valuation and governance are the top factors
considered by fund managers. The survey also
revealed a high degree of optimism about the
African opportunity amongst respondents.
The stock exchanges that form part of the AELP
initiative include: Bourse Régionale des Valeurs
Mobilières (BRVM, integrating eight West African
countries), Casablanca Stock Exchange, The Egyptian
Exchange, Johannesburg Stock Exchange, Nairobi
Securities Exchange, The Nigerian Stock Exchange
and Stock Exchange of Mauritius. n

On October 5 2018, former President Donald
Trump signed into law the Better Utilization of
Investments Leading to Development Act (BUILD),
which established the United States International
Development Finance Corporation (DFC), a new
development bank that will invest in sectors across
the emerging world including energy, healthcare,
infrastructure, and technology.
The act gave DFC a lending capacity of $60bn,
double that of its forerunner, the Overseas Private
Investment Corporation-an organisation that
President Trump considered scrapping before being
convinced by allies that US overseas finance could
combat the influence of a rising China. The unlikely
product of the Trump era could become a gamechanger driving US investment in Africa.
“The high point, the single most positive legacy
of the Trump administration in my mind, will be the
creation of the DFC. That is really important, that
has a lot of potential,” says former Obama advisor
Harris. “It gives more resources and flexibility to
the US government to support companies. It’s a
work in progress, the statutory authority is there,
the resources are increased. The DFC currently has
about $8bn worth of exposure to Africa, which is
over half its exposure currently.”
While it’s too early to judge the DFC’s influence,
its creation-and that of Trump’s Prosper Africa
initiative, which combines the resources of over 15
government agencies to connect US and African
businesses-offers a timely boost to US development
finance capabilities as Africa emerges from the
economic ruin of the Covid-19 pandemic. n
Read the full article at: https://african.
business/2021/01/trade-investment/biden-bids-toreverse-us-africa-decline/
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The SDGs through
the Belt and Road:
The View from
China
Given China’s continued signalling that it intends
to be prominent in the policy and political
conversation in the Global South, its leadership on
ESG is particularly important in the global economy
as it drives the recovery from Covid-19. China
has long been a leader in Sustainable Finance
and has been key in developing the international
fundamental frameworks. Key in this strategy is
incorporating the countries and projects in its Belt
and Road Initiative (BRI)

ICBC Standard Bank has in light of this developed
the Belt and Road Green Finance (BGRF)
Investment Index given the BRI stretches from Asia,
Europe, and across to Africa and their nearby island
territories.
Based on the comprehensive collection of data,
ICBC constructed a ground-breaking Belt and Road
Green Finance (BRGF) Investment Index. The BGRF
measures the green economic performance and
green development capability of 79 countries along
the Belt and Road.
The Results show that there is tremendous
variation in green performance capacity between
countries along the Belt and Road, with the lowest
capacity in Sub-Saharan Africa. Pressure on the
environment for resources and for future growth is
particularly significant.
In order to cope with these challenges, the
report recommends countries along the Belt
and Road to tailor individual green development
strategies according to the country’s own resource
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Left: Chinese worker carrying materials for the first rail line linking China to Laos, a key part
of Beijing’s ‘Belt and Road’ project across the Mekong, in Luang Prabang

Source: Belt and Road Initiative

endowment and capacities for future development.
Financial institutions should therefore actively
develop green concepts, responsible investments,
and lead capital flow toward green industries and
green projects through innovation.
The BGRF Index measured two dimensions:
green economic performance to indicate the green
development of BRI countries and Green Growth
Capacity to access the policy, technological and
financial depth of these countries. Together these
indicators give a comprehensive perspective on the
future demand on the environment and resources.
Economies in the Middle East and North Africa
as a whole have high scores, but the report notes
this may be related to their resource endowments

and unique economic structures, whereas countries
in Sub-Saharan Africa scored lower on climate
change and environmental efficiency sub-indicators
of green economic performance.
Sub-Saharan Africa also scored lowest on green
capacity – which shows the ability of countries
to improve their green development with policy
support. SSA countries also scored lowest on
environmental governance. Countries in Central
and Eastern Europe had higher scores as a result
of their compliance with stricter EU regulations on
environmental governance.
Even though the AELP has done a lot of pioneering
work on the continent, SSA still lags in global
progress. n
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Guest Insight

We asked ICBC Standard Bank for its view, and the
bank has shared with us the following research
recently contributed to the RMB Business Quarterly
in collaboration with the City of London and the
People’s Bank of China

SUSTAINING GREEN
SHOOTS OF RECOVERY
The Covid-19 pandemic has accelerated acceptance
of the relationship between economic stimulus and
sustainable growth, challenging public and private
sectors globally to reassess their priorities. For many,
realising Environmental Social and Governance (ESG)
standards is a new pathway towards sustainable
recovery.
China’s economic recovery gained firmer footing
in the second quarter. But beyond the headlines,
Beijing’s policy emphasis has remained maintaining
stability while keeping in step with the longer-term
economic structural shift towards a more sustainable
growth model.
In line with the three other countries and
monetary union with currencies in the IMF’s Special
Drawing Right (SDR) basket (US, Euro area, Japan and
UK), China is accelerating reforms in its domestic
capital and financial markets with ESG capacity in
mind. To help build this capacity, further opening up
markets and encouraging internationally recognised
standards to facilitate corporate disclosure on ESG
impacts is crucial.

THE ESG IN CHINA’S
ECONOMIC POLICIES
Beijing is focused on directing credit towards
industries that further efforts to either counter
the impact of climate change or building resilience
to it. Monetary policy aims to lower the cost
of financing for industries compliant with ESG
standards. China’s Green Finance Committee has
encouraged improvements in the financial sector’s

ESG disclosure. A significant indicator is that A-share
market performance has been found to be positively
correlated to ESG ratings.1
To guide the flow of domestic green bond issuances
in China, the People’s Bank of China (PBoC), National
Development and Reform Commission (NDRC) and
China Securities Regulatory Commission (CSRC) jointly
issued the Green Bond Endorsed Project Catalogue
(2020 edition). The Catalogue seeks to guide both
domestic and international investors on green
performance at a project level, as well as the ESG
performance of the issuer. The initiative not only seeks
to further boost China’s green bond market but also
global green bonds, as more Chinese corporates issue
offshore.
In late September 2020, during the UN assembly,
China announced aims to have CO2 emissions peak
before 2030 and to achieve carbon neutrality before
2060. This endeavour to bring forward a strengthened
national plan is a major boost to China’s ESG efforts,
bringing a significant contribution towards the
transition towards a low-carbon global economy.
Demand-side recovery requires industry-led
innovation. Domestic policies may be unique
to countries’ domestic needs but international
cooperation is crucial to align global efforts. As part of
the TCFD pilot22, ICBC has made progress in its ESGbased credit rating framework which encompasses
banking, insurance and asset managers. Partnerships
with London-based financial institutions form
internationally recognised ESG-standards, which is
crucial to the further development in greening the
RMB bond market.
With the continued opening up of CIBM (China
Interbank Bond Market) access channels, and
familiarity with CIBM-including assets with recognised
ESG credentials, offshore RMB hedging demand will
likely pick up. London continues to play an important
role in transacting these FX volumes.
In Q2 2020, China green bond issuance began
to show signs of revival after falling to its lowest
level in over three years in Q1, as China regains
control over the Covid-19 outbreak. In July, China
Development Bank (CDB) issued the first globally
certified green bonds and made them available for
interbank and exchange markets investors. Being the
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first of its kind, the CNY 10 billion CDB green bond
was simultaneously displayed on CIBM (through the
Shanghai Clearing House) and the Shanghai Stock
Exchange for investors with direct accessing channels,
and on Luxembourg Green Exchange (LGX) for
overseas investors.

EMERGING MARKET FOCUSED GREEN
FINANCE INVESTMENT INDEX
ISSUANCE OF GREEN BONDS BY
COUNTRY IN 2019 (USD BN)
■ United States ■■United
Netherlands
States ■ Netherlands
■ Germany
France
■■Germany
■ France
■ China
■
Rest
of
the
world
■ China
■ Rest of the world

12.4 USD bn (43.4%)
USD bn (19.8%)
112.4 USD bn51.3
(43.4%)
51.3 USD bn (19.8%)

31.3 USD bn (12.1%)
31.3 USD bn (12.1%)

30.1 USD bn (11.6%)
30.1 USD bn (11.6%)
18.7 USD bn (7.2%)
18.7 USD bn (7.2%)
15.1 USD bn (5.8%)
15.1 USD bn (5.8%)

Source: Climate Bonds IniSource:
a ve Climate Bonds Ini a ve

¹ An Evolving Process: Analysis of China a-share ESG Ratings 2020, SynTao Green Finance,
2020.

ICBC is in the process of launching the Belt and
Road Green Finance (BRGF) Investment Index
as a proposed international framework towards
recognising and building green and sustainable
financial capacity in emerging markets (EMs). London
will likely remain a key financial transaction centre for
EM assets.
Data across 79 countries along the Belt and Road
were compiled, with more to add over time. According
to the World Bank’s classification by per capita GNP, 19
are high-income countries, 29 are middle- and highincome countries,
and2:31
are lowand
middle-income
Figure
Issuance
of green
by of
country
2019by
(USD
b
Figure
2: bonds
Issuance
green in
bonds
coun
or low-income. The BRGF Index has two dimensions.
The first – Green economy performance (GEP) – aims
to give an indication of the current green development
of BRI countries. The second – Green Growth
Capacity (GGC) – assesses the policy, technological
landscape and financial depth of countries in the
sample. These two dimensions in aggregate give a
comprehensive perspective on the future demand on
the environment and resources. Emerging Markets
are increasingly issuers of Green Bonds. According to
data compiled by Climate Bonds Initiative (CBI) and
Moody’s, in 2018, there were $167.6 billion green
bonds in the world (see chart), a continuous increase
compared with those in 2017. In 2019, green bonds
issuance hit a new global record of $250 billion.
While China and the US remained the most active
issuers, the issuance of green bonds by countries
along the Belt and Road has grown rapidly in recent
years. For example, Indonesia, Thailand, Seychelles
and Lebanon issued green bonds for the first time in
2018. Recognising the green financing and investment
opportunity and capacity in EMs is important for both
policymakers looking to build domestic financial depth
and investors seeking yield. n
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Biodiversity
Matters:
The Next Global
Policy Frontier
for Sustainable
Finance
Dr Desné Masie and Dr Vian Sharif
This article was originally published in
City AM
The pause in economic activity brought about
by Covid-19 has accelerated social and economic
trends that were already underway, such as remote
working, but it has also seen massive support to
reconfiguring the world in a greener and leaner
model when productivity levels accelerate again.
If anything, this pandemic is largely a consequence
of a web of lifestyle and societal factors, alongside a
disregard for nature that has passed diseases from
animals to human beings because we continue
to encroach onto natural habitats and destroy
biodiversity.
As such, we urgently need to re-evaluate our
relationship with nature. It has not only given
us Covid-19. Our food and the majority of our
medicines also come from the natural world. Yet,
our relationship with it is one of exploitation rather
than stewardship. Since 1970, we have destroyed
60% of the biodiversity on earth. Now, a million
species are at risk. But the consequences are
not only environmental. Declines in biodiversity
threaten over 80% of Sustainable Development
Goal targets related to poverty, hunger, health,
water, cities, climate, oceans, and land, leading to
widespread systemic financial implications.
The Dasgupta Review, commissioned by HM
Treasury and published earlier this month, says the
world is being put at “extreme risk” by the failure of

economics to take account of the rapid depletion of
the natural world and needs to find new measures
of success to avoid a catastrophic breakdown. Prof
Sir Partha Dasgupta, author of the report, says:
“Nature is our home. Good economics demands
we manage it better ... Truly sustainable economic
growth and development means recognising that
our long-term prosperity relies on rebalancing our
demand of nature’s goods and services with its
capacity to supply them. It also means accounting
fully for the impact of our interactions with nature.
Covid-19 has shown us what can happen when we
don’t do this.”
A recent report by portfolio.earth also found
that banks have lent $2.6trn to companies and
projects that promote biodiversity loss, with little
or no policies in place to address how the financing
environment destruction can be mitigtated. This
is while $8 trillion of gross value added (GVA) are
generated from the three largest sectors that are
highly dependent on nature: construction ($4
trillion), agriculture ($2.5 trillion), and food and
beverages ($1.4 trillion).
With $44 trillion of economic value generation
– over half of the world’s total GDP – moderately or
highly dependent on nature, this relationship cannot
continue. So what can be done and how can we
rebuild differently?
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For a start, investors are beginning to take note as
the relationship between business, the environment
and society is being questioned. Biodiversity loss is
now acknowledged by international governments
and industry bodies such as the UN Principles
for Responsible Investment as a systemic risk.
Initiatives like the Taskforce for Climate-Related
Financial Disclosures have also gained traction, and
have encouraged the establishment of a nascent
Taskforce for Nature-Related Disclosures. The policy
shift in support of sustainable finance has seen
unprecedented capital commitments towards more
responsible investments, particularly those that
incorporate environmental, social and governance
(ESG) factors in their investment thesis.
This trend is now also being made mandatory by
law. Investment and corporate disclosures will be
compelled to include information about ESG risk and
investment decisions.
The UK Treasury announced recently it will
make climate disclosures mandatory for companies
operating in the UK. The EU regulation on
Sustainability-Related Disclosures comes into force
in March 2021 and will have particular impact on
investment funds. The regulations require clarity
on how sustainability risks are incorporated into
investment decisions and will apply to fund managers,
financial advisers and many other regulated firms in
the EU, as well as to non-EU managers marketing into
the EU.
These developments are in part due to a
realisation that alongside climate risks, financial
Institutions are exposed to different forms of
nature-related risks, for example, the risk of default
by clients, lower returns from investees, and
increasing insurance liabilities due to environmental
catastrophes. Systematically not measuring impacts/
risks related to mispricing nature has resulted in
misallocation of capital, especially in landbased
sectors, and has exposed the financial sector to
nature-related risks.
Putting natural capital at the centre of economic
stability will require company and country balance
sheets to incorporate nature into markets.
Determining the impact on and from nature
will enable companies and investors to evaluate

biodiversity risk exposure systematically and at the
same time highlight opportunities to produce returns
for both nature protection and the bottom line. And
technology will enable us to connect our activities
with their impact with more power than ever before.
Green bonds and ESG funds have been major
successes – in London alone, 139 green bonds from
18 countries have been listed on the LSE.
Nature Performance Bonds, funds and indices
could be an even bigger asset class. This also offers
potential for connection with other outcomes such
as climate change adaptation and mitigation, job
creation and other social goals, enabling investors
to demonstrate the broader social benefit of their
activities. Nature could provide an opportunity for
leadership in the development of a powerful new
asset class.
Business leaders could dare to think differently
about productivity and the role their firms’ activities
have on the world around them. Those that honour
their commitment to the environment, alongside
society, should be rewarded with capital flows.
Meanwhile, politicians could think about
supporting policy and legislation that promotes
disclosure of environmental, social and governance
exposures and responsible investment. The UK
government has recognised this with its recent Green
Industrial Revolution in putting nature and climate
at the centre of economic activity and renewal. The
Green Industrial Revolution is a good start, but its
targets of zero emissions by 2050 and its commitment
to preserving biodiversity is too conservative given
the extent of environmental damage, and the
announcement at the G7 that we are far behind the
Paris target. Hopefully the new impetus provided
by the Biden administration in the US will push the
nature agenda further along swiftly.
These have been tough times, and many have
died and suffered because of this pandemic, but
with optimism and collaboration, an inclusive,
sustainable, digital global economy which recognises
our connection to the planet on which we depend,
is already within touching distance. Investors and
policymakers should renew their commitment to ESG
and divert capital to such investments as a matter of
urgency to make it a reality. n
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CONTACT: Dr Desne Masie, Chief Strategist, IC Intelligence: d.masie@icpublications.com
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