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Outline

1. Updated view on the adaptation finance
andscape

2. Insights on how public climate finance can be
deployed to make climate resilience a private
sector business

3. Highlight opportunities for scaling up private
INnvestments
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THE LANDSCAPE OF ADAPTATION

FINANCE 2015

The Landscape of Adaptation Finance 2015 illustrates adaptation finance flows along their life-cycle for the latest year available, mostly 2014, in USD billion.
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Who provided adaptation financee

Development Finance Institutions
contributed $S21 billion or

84% of adaptation
$3 bn finance
Government
Budgets

847

@

<1 bn Development
Finance

Climate Funds "
Institutions

Government bodies beyond DFIs
orovided S3 billion (13%) and
Climate Funds provided ~$1 billion (3%)
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What financial instruments were used to to
finance global adaptation investment?

Around 72% was provided in the form of
low-cost project-level debt and grants

($18 billion)
Low —cost
project debt
53%
Project-level Crants Market rate project
m“g‘:&;“*e e debt accounted for
26% 26% ($6.6 billion)

Project-level equity Other
1% 1%
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‘ The bulk of adaptation investments targeted
particularly vulnerable countries in East Asia and
the Pacific region
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Water and wastewater management attracted
half of adaptation finance flows

WATER & WASTEWATER
MANAGEMENT

AGRICULTURE, FORESTRY &
LAND-USE

INFRASTRUCTURE, ENERGY &
OTHER BUILT ENVIRONMENT

OTHER

DISASTER RISK MANAGEMENT

SUPPORT & CAPACITY

POLICY, NATIONAL BUDGET .
BUILDING

COASTAL PROTECTION
INDUSTRIES, MANUFACTURING <]
& TRADE
USD billion
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Despite progress in fracking climate finance, there
are still significant data gaps

Renewable Energy _
Energy Efficiency Transport Land Use Adaptation

PRIVATE ° °

PUBLIC o @ 0 o

(DFIs &
Internat|onal
Finance)

PUBLIC

(Domestic
Finance)

.TRACKED ESTIMATE —— NOT TRACKED
(not included in
Landscape)
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Several barriers can affect private actors’ incentive
and ability to invest in climate resilience

\_

~N
Policy Gaps

J

—

Non-existent or
deficient regulatory
frameworks can
iInhibit the incentives
for investment

4 )
Knowledge
gaps
. W,
——

Inability to evaluate
and incorporate
climate change risks
into investment or
financing decision
making

-

~
Funding,

viability & risk

coverage gaps
QQPJ

—

Inadequate access
to finance or
uncertainties about
the refurns of
iInvestments and risk
aversion

> Barriers vary by type of private actor & level of climate exposure
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To understand how public climate finance can be
used to tackle such barriers, we examined the
portfolio of DFIs

59

PROJECTS
ANALYZED

DFlIs covered:

Bilateral National

Multilateral

OPIC BNDES

ADB, IFC,
IDB, EBRD,
EIB
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DFls developed avariety of approaches to bridge the
gaps associated with both the pre-investment and

Investment phases

PRE-INVESTMENT PHASE

Enhance awareness of Enhance ability to manage
climate change risks climate change risks
-Screening tools ‘Climate resilience audits
-Consultations -Feasability studies
-‘Market studies -Technical advice for
-Policy dialogues investment appraisal &
preparation

4

INVESTMENT PHASE

Overcome financial
& risk restraints

-Capacity building
-Low-cost/Long-term debt
-Growth capital
-Risk-sharing mechanisms

> DEMANDCREATION > >INVESTMENT STRUCTURING > > FINANCIALENGINEERING >
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In developed countries, a combination of policies, regulations,
and longer-term debt from DFls can trigger private investments

BENEFITS / AVOIDED COSTS
Business as usual + adaptation benefits

Up to 200 years

LOAN REPAYMENT:

* Total investment cost: USD 565 million
* EIB loan: USD 275 million

* Additional cost of climate resilience: ~10% of total investment
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» 10-20 years (market tenor

usually less than 5 years)

*» May include a grace period
70 ~
{ EXAMPLE: 1

|
i
: In the EU, EIB targeted viability gaps :
1 preventing water utilities from investing in :
: more efficient and climate-resilient water :
| management !
\_ _____________________________ R
INVESTMENT
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In dev'ing countries, TA, finance for on-lending and credit
enhancement are helping to address the debt funding gaps
preventing micro- SMEs from investing

Strategy

Local Banks Provides loan with

Risk sharing & firm’s guarantee

MDB (IFC) capacity building

Capital

Farmers

Loans for Resilience

Covers training
costs & provide
know-how

Credit Enhancement

Higher produce

Agribusiness

Loan Servicing / Offtake  Provides fiinance, training
& agri linpits
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Aligning loan tferms with the payback profile of
investments is essential to fill viability gaps

Revenues and avoided costs

Net revenue gains are used

to payback the
loan /_;

Loan grace period,

re-crop maturit
pre-crop iy Loan payback period

Year: (O) ( 1 2 3) C4 5 6 7 )

_____________________________________________________ .
|{ EXAMPLE CASE: PROFILE OF AN INVESTMENT IN THE RENOVATION OF COFFEE :
: PLANTATIONS :
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Four opportunities to scale up private investment
In climate resilience

Adjust regulatory frameworks to create stronger
incentives for private investment

Equip businesses with the information and tools they
need to integrate climate change considerations into
investment decisions

Further integrate climate change considerations
into the financial system

Support piloting to demonstrate, to create the track
record needed to encourage private investment
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The Lab is at the forefront in developing new
INnitiatives to unlock private investment in climate
resilience

.

i ThelLab @ OASIS - Platform for Catastrophe
U [ Gepat et and Climate Change Risk
Assessment and Adaptation

@ Climate-Smart Finance for
Smallholder Farmers

@ WFF - Water Financing Facility

» WORK IN PROGRESS - STAY TUNED!
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Thank you!

of Climate Finance 2015
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