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• Climate finance: global trends

• Unlocking climate finance – thinking strategically

• Climate finance building blocks

• Thinking strategically about external finance
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Topics
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• 93% of climate finance for GHG mitigation and only 

7% for adaptation

• Renewable energy accounts for 74% of all climate 

investment,  with more than half in only three 

countries – China, India, and Brazil

• Climate investment funded by the public sector has 

not changed over the 5-year period in the graph on 

previous slide

• Annual adaptation investments amount to ~ $22 

billion, falling far short of the estimated global 

requirements of $140 to $300 billion
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Climate Finance Trends
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Unlocking climate finance – different challenges 

for mitigation and adaptation

• Mitigation – Renewable energy

• There is financing for good projects

• Create incentives and strengthen markets, facilitate public-

private partnerships and long-term contracts

• Mitigation – carbon sequestration

• Strengthen methods for valuing and monitoring carbon benefits

• Facilitate long term investments in agro-forestry, reforestation, 

and sustainable land management

• Adaptation

• Identification and preparation of good projects

• Demonstration of public and private benefits and co-benefits
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Unlocking climate finance – different challenges 

for mitigation and adaptation

• All of these challenges relate to the building blocks for 

climate finance:

• Enabling environment

• Capacity and information

• Financing mechanisms and instruments



• Strengthening project 

preparation capacity

• Improving access to 

financing information and 

tools

• Creating an appropriate 

enabling environment to 

incentivize public and 

private investment

7

Building Blocks to Facilitate Climate Finance

• Creating or 

strengthening 

financing 

mechanisms

• Facilitating private 

sector access to 

financial instruments
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Building Block: Enabling Environment

• Create incentives for investment

– Policy and tariff reforms, fiscal and tax incentives

– Design and implement competitive procurement 

procedures such as reverse auctions for renewable 

energy

• Facilitate public-private partnerships

• Align mitigation and adaptation financing with 

economic development and sector plans 
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Building Block: Capacity and Information

• Climate finance readiness – establish and/or 

strengthen institutions to receive and manage 

international funding

• Increase capacity of project implementers to prepare 

and access financing

• Increase capacity of financial institutions to assess 

mitigation and adaptation projects

• Improve the quality and accessibility to climate 

information

• Improve availability of information on climate financing
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Building Block: Financing mechanisms and 

instruments

• Develop risk mitigants and weather-indexed insurance 

schemes to reduce financial risks of investors and 

implementers

• Develop and capitalize climate funds to support 

mitigation and adaptation investments

• Collaborate with development banks and local 

financing institutions to create credit lines and funding 

windows for mitigation and adaptation projects

• Explore potential for green bonds



• Assess potential financing sources in terms of:

– Amount of financing available

– Co-financing requirements, which may include in-kind 

contributions

– Priorities of funding source, e.g., types of projects, types of 

benefits, co-benefits, and beneficiaries

• Assess potential financing sources in terms of:

– Proposal documentation

– Time and resource requirements to prepare documentation

– Typical turnaround time on applications

– Collateral requirements

– Technical, economic, and financial criteria

11

Assessing external financing options



• Projects are limited in duration

– When designing a project, plan for sustainability 

(management, implementation, financing)

• Projects are likely to be more attractive to donors if 

they:

– Are linked to national and sector development plans or 

adaptation plans

– Demonstrate innovative approaches or best practices 

as pilot activities, complemented by a roll-out 

implementation strategy

– Involve technical assistance to improve policies and 

incentives for investment
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Strategic elements of external financing (1) 



• For highly competitive funds like the Green Climate 

Fund, prioritize projects according to fund selection 

criteria to determine those with highest likelihood of 

funding

• Private equity funds and bond funds may give priority 

to projects that meet social or environmental goals as 

well as climate change goals

• Bundle small projects into larger funding packages to 

meet minimum financing thresholds
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Strategic elements of external financing (2) 


