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Executive summary 

Scaling up investment in low-carbon infrastructure is of paramount importance for limiting global warming to 

2o Celsius and for the European Union to meet its 2030 emissions targets. The annual global investment 

required for infrastructure in a low-carbon scenario amounts to trillions of euros; this is not being met.  

 

Traditional channels of finance are not sufficient and fragmentation of low-carbon 

assets limits access to capital markets 

Banks, utilities and governments are more financially constrained than they were before the 2007/08 

financial crisis, and this limits lending to low-carbon infrastructure. Bond markets offer a supplemental 

channel of finance to long-term infrastructure projects. However, smaller-scale low-carbon investments 

such as rooftop solar, small-scale wind, energy efficiency upgrades, electric vehicles and batteries are 

prevented from accessing the bond markets directly; as such, assets require aggregation to create the deal 

size typically sought by bond market investors.  

 

Green securitisation can unlock finance in debt capital markets for low-carbon 

assets  

Securitisation refers to the process of transforming a pool of illiquid assets (for example, thousands of 

mortgages) into tradable financial instruments (securities). Low-carbon assets can be aggregated, 

securitised and sold to institutional investors; the investors’ return on the security are drawn from the cash 

flows of the underlying assets, such as loans, leases or receivables. 

 

Around US$5 billion-worth of labelled green securities were issued globally in 2016 from almost zero in 

2013, with one issuance taking place in Europe for €526 million. However, the potential for issuance is far 

greater. The OECD estimates that €77 billion (US$84 billion) of ‘green’ asset-backed securities could be 

issued annually in the EU by 2035 for renewable energy, energy efficiency and private electric vehicles 

alone.  

 

The public sector can play a key role in kick-starting and supporting the green 

securitisation market in Europe  

Historically, public sector support has been key to promoting securitisation in new asset classes, including 

mortgages and student loans. In Europe, there is momentum to revitalise the securitisation market and to 

introduce sustainability elements into capital markets legislation; this should be capitalised on. Regulators 

have also been addressing a number of the risks around securitisation associated with the 2007/08 

financial crisis. 

 

Actions to stimulate the growth of green securitisation markets include: 

 

 Issue guidelines for ‘green’ assets to support the identification of green investments in existing 

portfolios  

 

This includes national governments, or the European Commission for harmonisation purposes, to both 

develop a ‘green’ definition and standards in order for originators to be able to tag green assets to include 

in green asset-backed securities, and financially support data collection for green assets at the initial stages 

of the market, as these could amount to thousands of data points.  
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 Develop standardised green loan contracts 

 

Having standardised contracts, such as power purchase agreements for solar installations and loan 

contracts for energy efficiency upgrades, facilitates the development of a large pipeline of green assets that 

can be easily and cost-efficiently bundled together. This also facilitates aggregation of assets from different 

originators. National governments can support the development of standardised contracts by establishing 

or financing advisory public–private partnerships and working groups. At the European Union level the 

Capital Markets Union’s convening power can be used to encourage harmonisation of contracts across 

Europe.   

 

 Initiate financial warehousing of standardised green loans 

 

Given the limited supply of green loans, a Europe-wide warehouse would facilitate the aggregation of a 

large volume of (standardised) green loans. However, different legal frameworks for securitisation across 

member states mean that a Europe-wide warehouse could prove challenging, at least in the short term. To 

begin with, two or three countries may need to take the initiative and as the loan volume increases, 

national-level warehouses could be established. The warehouses could be set up as private–public 

partnerships or hosted by a development bank such as the European Investment Bank. 

 

 Provide credit enhancement to support demand  

 

Low credit ratings for green asset-backed securities limit their exposure to institutional investors. Short 

credit history and limited pools of green assets backing green ABS mean that the securities struggle to 

achieve the typical AAA/AA/BBB tranches of securitised debt. EU national governments can enhance the 

appeal of green asset-backed securities to institutional investors by providing credit enhancement, such as 

guarantees or investing in subordinated debt.  

 

 Supply cornerstone investment and incorporate environmental factors into risk weightings   

 

To strengthen investor demand for green ABS in new classes, the European Investment Bank, the 

European Bank for Reconstruction and Development and national development banks can take a 

cornerstone investment in initial green ABS deals. The European Central Bank could include green 

securities, including green ABS, in its asset-purchasing programmes. EU and national regulators can also 

consider incorporating environmental factors into risk weightings for capital weights to stimulate capital re-

allocation from institutional investors towards climate-friendly investments.  

 

 Create a credible policy framework to deliver EU climate goals 

  

Policy support for green securitisation must rest on a broader policy environment, both at the EU and 

member state level, which promotes the transition to a low-carbon economy and gives credibility to the 

EU’s long-term climate gaols. This will drive demand and ensure that specific actions taken to promote 

green securitisation will be most effective. Robust green securitisation markets supported by strong 

investor demand will incentivise more lending towards low-carbon projects. 
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1. Introduction 

To meet the Paris Agreement targets, investment in low-carbon and climate-resilient infrastructure is of 

paramount importance. Yet these investment needs are not currently being met. This paper examines the 

role that green securitisation could play in plugging the gap, and in particular how the public sector can 

kick-start and scale up green securitisation in Europe.1  
 

First, the paper introduces the context and explains how securitisation – and green securitisation – works. 

Covering the rationale for green securitisation and the current challenges to growing a green securitisation 

market in Europe, the paper then focuses on priority actions for the public sector to facilitate the 

development of this market and increase deal flow. These include provisions to support both supply and 

demand for green asset-backed securities. To be effective, these specific actions need to rest on a broader 

policy environment that is supportive of low-carbon infrastructure investments. 

 

How much investment in low-carbon infrastructure is needed? 

European countries in the European Union are facing large infrastructure investment needs over the 

coming decades, as a significant part of existing assets need renewal and new infrastructure is developed. 

Estimates for EU infrastructure investment needs to 2030 range from 2.6 per cent to 4.5 per cent of GDP – 

the most conservative estimate of 2.6 per cent corresponds to an average annual investment of about 

€470bn (Inderst, 2013). The European Commission has estimated that €200 billion of annual investment 

are needed to finance clean energy and energy efficiency investments alone (European Commission, 

2014).  

 

Given the Paris Agreement and the EU 2030 targets, making this infrastructure low-carbon and climate-

resilient is crucial and adds to the immediate investment challenge. Average annual additional investments 

under the 2030 climate and energy framework are projected to amount to €38 billion, although fuel savings 

will to a large extent compensate for these (European Commission, 2017). 

 

Despite this urgency, these massive investment needs are not being met. The European Investment Bank 

has an annual volume of financing of €50–70 billion and the recently established European Fund for 

Strategic Investments (EFSI) seeks to mobilise €315 billion over three years.  

 

The investment deficit in low-carbon and climate-resilient infrastructure is caused by a number of factors, 

including volatile government policies around feed-in tariffs2 and other pricing measures, a lack of enabling 

policy in some countries around land use and grid connection, and lack of low-carbon infrastructure project 

planning for cities. A further issue has been a general reduction of bank lending for riskier sectors such as 

small and medium enterprises (SMEs) and renewable energy projects, as European banks faced liquidity 

crises after the financial crash of 2008 (European Banking Authority, 2012).  

 

Why are traditional channels of finance for infrastructure insufficient? 

Currently, low-carbon projects are dependent on lending from banks, project developers, utilities and 

governments (McKinsey Global Institute, 2016). Banks, utilities and governments in Europe are more 

financially constrained than they were before the financial crisis, and this limits lending to low-carbon 

assets. For example, changes to bank capital ratios mandated in response to the financial crisis of 2008 

mean banks have reduced their lending, particularly to long-term projects that have less established credit 

                                                
1   In this paper, references are made to both ‘Europe’ and the ‘European Union’. Non-EU Europe is small and has immature financial markets; 

financially more developed countries such as Switzerland or Norway that are not in the EU nonetheless have strong relationships with it. 

Statements and arguments therefore hold true irrespective of whether ‘EU’ or ‘Europe’ is used.  
2   The Spanish and British feed-in tariff framework change, for example, caused lack of trust, increasing write-downs and growing capital requirements. 


