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an Singapore be an
Asian hub for green finance?
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: Lujiazui Financial City
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i Management Board in Shanghaito
¢ turn Lujiazuiinto the green finance

: hubofAsia. Thislocalityisa

Theraceison.“Green finance” has
started to take off in Asia. The
stakes are high as the current global
market is estimated at some
US$80 billion (S$112 billion), with
the staggering potential of arapid
take-offin Asia.

Broadly considered, green
finance is the setting up of market
instruments and policy tools to
fund public and private
investments that contribute to
sustainability. In doing so, there
must be positive climate or other
environmental benefits suchasin
renewable energy or
energy-efficientinfrastructures.
Akeyexample of green finance is
the so-called “green bonds”.

THECHINAFACTOR

Just earlier this month, there was a
low-key announcement made by

¢ ratherinnocuous by any standard,
: butwith the whole of Chinaas

¢ hinterland, it cannot be ignored.

: Chinaaccounted for some 40 per

¢ centofglobalgreenbondslast year
: andisnowtheworld’s largest

¢ issuer. It dishes out 230 billion yuan
: (5$47billion) of green bonds, of

¢ which 87 per cent comes from

i within the country. The market

: potential isimmense, considering
: thatthese greenbonds are barely

¢ 2per centofthe totalbonds issued
: inChina.

bank - the People’s Bank of China
¢ (PBOC) - proclaimed itsintention
i toincorporate green financing as

¢ well-known financial and trade

: zoneintheheartof Shanghai’s

: Pudong New District, which itself
i hadpropelled the astronomicrise of
: thecityover the past two decades.

The Lujiazui declaration was

Also this month, China’s central

: partofits risk-monitoring

¢ framework of banks. Suchamove

: willdrive the level of loans for green
. projects aboveits current 9 per cent
: ofalloutstanding loans.

Even more notable is Hong Kong's

: head startin positioningitselfas the
: regionalleaderin green finance. It

had completed a high-level study to

. thiseffectin May lastyear. The city

¢ hasrecommended,among the

i proposals,a green finance advisory

: council to spearhead the plan. It

¢ standspoised to tap the resources of
. thevastmainland China, besides

¢ thoseofthe cityitself. Itis building a
: futurepipeline of green finance

¢ professionals through its

: universities and professional

: Institutions.

Internationally, Londonasa

¢ financial centre had alreadyrolled
i out the Green Finance Initiative in
¢ January last year tounderpin itself
: for the newopportunities in green
¢ finance.Atanyrate, it may be the

: world’s green finance hub.

The contest to be agreen finance

5 hubislikely tobeled by green

: bondsat the outset. For Asia, the

¢ keytrendsarein China. The green

: bond market is expected to witness
. arapid take-offas the Chinese

: governmenthas encouraged :
¢ investmentsin clean energy, energy :
. efficiency and environmental :
: protection. The Chinese greenbond :
i market will yield 1.5 trillion yuan for !
: renewable energy and environment :
i projectsin the five-year period from |
¢ lastyearto2020.

But thereare other players in East

¢ Asia. Theveryfirst Asian green

: bond wasissued in South Korea by
¢ the Export-Import Bank of Korea,
: whichraised US$500 millionin

: February2013.InJapan, the

: Development Bank ofJapan had :
: placedthe first green bond issuance :
i of €250 million (S$374 million) in
: October 2014. But the momentum
: had notbeen formidable.

The PBOCreleased its green bond

: guidelinesin December2015.In
¢ double-quick time, the first two
: domestic greenbonds hit the

: marketinJanuary lastyear and

: these wereissued by twolocally

. orientedplayers — Industrial Bank

¢ and Shanghai Pudong Development
¢ Bank - which are notably not the

¢ bigbanks ownedby the national

i government.

SINGAPORE SCENE

| : Itislaudable that Singapore is

| : introducing measures to nurture

: green finance. The Monetary

¢ Authority of Singapore has just

: announceda greenbond grant

: scheme to offset 100 per cent of the
: costof obtaining an external review
: forgreen bonds for qualifying

: issuances, up to $100,000 per

: issuance.

Aleader in sustainability,

¢ City Developments Limited, has

: issued the firstgreenbondbya

. Singapore company to the tune of

¢ $100 million. The sole bookrunner
: forthe transaction, DBS Bank, is

¢ alsoa front runner in sustainability
: practices.

Singapore’s foray into green

: finance has been cautious and

i calibrated. Inaninterview this

i month, World Bank vice-president

¢ and treasurer Arunma Oteh said

¢ Singapore has the right approach

. and started onlyafter it had thought
: longand hard.

However, time is probably noton

: itssideifitwantstostakea claimon
¢ the Asian hinterland for green

: finance. East Asiais probably taken.
¢ Thebigprize is South-east Asia,

i whichis poised to drive green

¢ finance. The economic potentialis

: immense as theregion is expected

i togrowbyarobust5.2 per centin

¢ the five-year period fromlast year to
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2020. Indonesia, the largest country
in South-east Asia, has embarked on

: ambitious infrastructural

: expansions. It has also implemented
. theSustainable Finance Roadmap

i inIndonesia for2015t02019. The

¢ heatisliterally on in this region in

¢ thatgreen developmentis no longer
¢ justagood virtue but an absolute

i necessity.

Singaporeis well positioned to

. offer the South-east Asianregiona

: lever toadvance green growth. This
: regional approach may catapultit

: foreventualleadershipin Asia.

China’sambitious One Belt, One

¢ Road (Obor) initiative has a

: maritimeline through South-east

¢ Asiaand that maygenerate anew

: wave of opportunities. Itwillbe a

¢ green Oborand much financing will
. beneeded to fuelits take-off.

For Singapore to be the green

: finance hubin South-east Asia, it

: needs tosetup theright

i preconditions, such as proper

¢ strategies, technologies, incentives
¢ and regulations. Besides financial

instruments such as green bonds as

: drivers, there is a whole spectrum of

systemic issues to consider.

Forastart,anational-level green
finance council willbe needed to
bring together the various

¢ stakeholders, particularlyadvocates
i and financiers, soas to mapout the

¢ critical success factors for

: advancement.

The green finance revolution is

beckoning on Singapore’s doorstep.
¢ It cannot afford tomiss this green
. elephantin the room.
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