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Abstract. As the investor base committed to financing sustainable companies in an attempt to combat 

the climate crisis expands, green financial products have become more attractive to issuers, corporate 

and sovereign alike. As a result, the EU is attempting to create favourable market conditions which 

mobilise the allocation of private capital for investments that reduce the contribution to climate 

change. As part of the EU Commission’s Action Plan for Sustainable Finance, it intends to create 

Green Bond Standards which aim to support the transition to greener securities investments. As a 

foundation, we provide an overview of the green bond market development. We then consider 

investment challenges such as incentivisation and transparency and discuss whether the Green Bond 

Standards shall likely resolve these issues. Furthermore, we confer that enforceability of current green 

securities regulations is weak to non-existent and propose possible policy approaches which address 

these issues.  
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Introduction  
As the investor base committed to financing sustainable companies in an attempt to combat 

the climate crisis expands, green financial products have become more attractive to issuers, 

corporate and sovereign alike. As a result, green bond issuances increased drastically from 3 

% of total global bond issuances to 4.5 % in just a year. In light of the rapidly growing green 

bond market, the Commission has incorporated creating an EU Green Bond Standard as part 

of its Action Plan on Financing Sustainable Growth. (Financial Stability, Financial Services 

and Capital Markets Union, 2018) The Commission has recognised the need for frameworks 

at the EU level and intends to create a global best practices benchmark which will create 

stability in the green bond markets by harmonising definitions of green projects as well as 

prescribing enhanced transparency. The Green Bond Standards shall build on current market 

practices, such as the ICMA Green Bond Principles.  

 This paper takes into consideration green bonds in all of their three forms: sovereign, 

sub-sovereign (municipal bonds) and corporate. In the first section of this paper, we provide 

an overview of key market developments as well as recognised types of green bonds. In the 

https://www.linkedin.com/school/11887/?legacySchoolId=11887&lipi=urn%3Ali%3Apage%3Ad_flagship3_profile_view_base%3BpIhdV0nuT1aB1qy8%2BHvYJA%3D%3D&licu=urn%3Ali%3Acontrol%3Ad_flagship3_profile_view_base-background_details_school
https://www.linkedin.com/school/11887/?legacySchoolId=11887&lipi=urn%3Ali%3Apage%3Ad_flagship3_profile_view_base%3BpIhdV0nuT1aB1qy8%2BHvYJA%3D%3D&licu=urn%3Ali%3Acontrol%3Ad_flagship3_profile_view_base-background_details_school
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second section, we offer data analysis on the current state of the market and discuss whether 

conditions are favourable for green securities. Furthermore, we aim to present the similarities 

and differences between corporate green bonds and sovereign green bonds to better 

understand the competition between green bond issuers. In the third section, we establish the 

connection to current negotiations of the EU Green Bond Principles and present notable 

findings of the TEG Report. In the fifth section, we discuss issuer incentives based on analytic 

data which seem to suggest not only a better performance of green-certified securities, but 

also overall asset performance (Busu, Vargas and Gherasim, 2020). Finally, in section six, we 

draw attention to adversities in the fragile balance between bondholder protection (Tantau & 

Gavrilescu, 2019) and issuer interest and discuss possible solutions which may be addressed 

by the upcoming EU Green Bond Standards.   

 

Defining Green Finance: Key Developments in the Green Bond Market 
In 2007, the European Investment Bank coined and issued the Global Awareness Bond to 

raise money and finance one hundred and sixty energy efficiency projects, listed on 

Luxembourg Stock Exchange (LuxSE). (European Investment Bank, 2018) (Nyamongo, 

2017) This spark generated positive responses from SEB (Sandinaviska Enskilda Banken AB) 

and the World Bank, which by connecting the dots of funding, energy needs, agriculture, 

clean transportation, water and waste management issued the first so-named ‘Green Bond’ in 

2008. (The World Bank, 2019) In short, a green bond (or climate bond) refers to a type of 

ordinary bond which is issued by a company for use in climate and environmental projects 

such as pollution-free transport, sustainable technologies, energy efficiency, etc. Typically, 

these types of bonds are guaranteed by the company's assets and are supported by the issuer's 

balance sheet. Furthermore, green bonds are usually subject to tax benefits for issuers and 

investors, such as tax exemptions and tax credits, making them a more attractive investment 

option compared to traditional bonds.  

 Standardisation attempts commenced in 2014, when the Green Bond Principles (GBP) 

were published by several banks, subsequently supported by the International Capital Market 

Association (ICMA) and adopted by the vast majority of market participants (EU Technical 

Expert Group on Sustainable Finance, 2019). The aforementioned recommended principles 

were further developed by the ICMA in 2018, to ensure integrity and transparency in 

sustainable investments as well as supporting investors’ activism in shaping the development 

of the environmental impact of their green bond investment. Concentrated on transparency, 

accuracy, and integrity in the issuers – stakeholders’ process, the Green Bond Principles, as 

they are described in the 2018 ICMA’s paper, are based on four main aspects: a) the use of 

proceeds, b) the importance of evaluation and selection of the projects, c) proceeds’ 

management, d) the phase of reporting. (International Capital Market Association, 2018) 

From the ICMA perspective, there are four types of green bonds:  

-Standard Green Use of Proceeds Bond: represents a standard recourse-to-the-issuer debt 

obligation aligned with the GBP;  

-Green Revenue Bond: a non-recourse-to-the-issuer debt obligation aligned with the GBP 

(the credit exposure in the bond is to the pledged cash flows of the revenue streams, fees, 

taxes, and whose use of proceeds go to related or unrelated green projects); 

-Green Project Bond: used for single or multiple green projects for which the investor has 

direct exposure to the risk of the project(s) with or without potential recourse to the issuer, 

and that is aligned with the GBP; 

-Green Securitised Bond: a bond collateralised by one or more specific green projects, 

including but not limited to covered bonds, ABS, MBS, and other structures; and aligned 

with the GBP. The first source of repayment is generally the cash flows of the assets.  
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 In addition, these principles contain several recommendations, including the one to 

obtain an external review and the one for the issuer to explain the green bond’s alignment 

with the issuer’s overall strategy. (International Capital Market Association, 2018)  

The Global Green Bond Market 

State of the Market 
Applying the GBP generates a balanced, transparent and competitive worldwide green bond 

market. A major highlight in the evolution of the green bond market was the recognition of 

green bonds in 2011 by G20, IMF and OECD, and the World Bank symposium of green 

bonds. Shortly after the first corporate and sub-municipal bonds were issued. At the recent 

COP 21 Paris, social bonds principles were created followed by sustainability bonds 

principles. (Filkova, Monica; Frandon-Martinez, Camille; Giorgi, Amanda;CFA, 2019) Since 

2008, the cumulative value of Green bonds amounts to $ 521 bn, out of which green bonds in 

the total value of $ 200 bn were issued in 2019 alone. (Filkova, Monica; Frandon-Martinez, 

Camille; Giorgi, Amanda;CFA, 2019) 

 According to a Climate Bonds Initiative (CBI) report (Filkova, Monica; Frandon-

Martinez, Camille; Giorgi, Amanda;CFA, 2019), Fannie Mae, an Asset Back security in the 

USA is the biggest green bond issuer in the world, holding USD 20.1bn in green bonds, 

followed by the Industrial Bank of China and the French Government. Interestingly, even the 

German government is the fourth biggest market share owner (with 5%) with the Government 

of Belgium taking fifth place followed by Ireland. (Filkova, Monica; Frandon-Martinez, 

Camille; Giorgi, Amanda;CFA, 2019) It is interesting to notice that the main issuers of green 

bonds in 2019 still remained the USA, but France took second place, outrunning China. 

(Filkova, Monica; Frandon-Martinez, Camille; Giorgi, Amanda;CFA, 2019) Although 

sovereign green bonds make up the majority of the green bond market, the issuances of 

corporate green bonds has been growing and currently constitutes over 46% of the market 

compared to 37% in 2018. 

 It also worth noting that more than half of green bond proceeds were earmarked in 

2018 for energy projects followed by investments in law-carbon buildings and clean transport. 

It is necessary to highlight that, in the case of sovereign green bonds, the energy sector had 

the same importance as the transport sector and the land use. 

 

Sovereign Green Bonds  

Sovereign green bonds are issued by national governments and can be denominated in local 

currency or foreign currency (for example Euros, Dollars, Pounds). As researchers show, 

2017 was considered ‘the year of the sovereign green bond’, marked by Poland’s sovereign 

market opening in the late 2016, followed by France, Belgium and Ireland. (Bloomberg 

Quicktake, 2019) According to the Climate Bonds Initiative Publication, Sovereign Green 

Bond Briefing (Giuliani & Sonerud, 2018), there are seven steps to issuing a sovereign green 

bond:   

-Engaging governmental stakeholders; 

-Establishing a green bond framework; 

-Identifying eligible green budget items; 

-Arranging an independent review; 

-Issuing the green bond; 

-Monitoring and reporting; 

-Repeat. 

 Supporting green finance by issuing sovereign green bonds could be considered the 

equivalent to the state’s orientation towards long-term green growth strategies, increasing 

reputational benefits, reinforcing the climate change agenda or sustainability policies, which 
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could in turn attract new environmentally friendly investors and generate a boost of national 

green hubs. For example, Poland experienced significant investor diversification, with green 

investors making up 61 % of the investor pool, almost none of which had previously invested 

in sovereign bonds from Poland. (institutionalinvestor.com, 2017) 

 By investing in resilient green projects through green bonds, governments may 

become a model for the private sector in the process of improving the investment policy in 

green assets. In the context of upcoming years, when public funds will not be enough to cover 

the climate change challenges or the infrastructure’s demands (The new climate economy, 

2014), it is essential to mobilise investors’ private capital towards climate resilient 

investments. From this perspective, it is important for the governments to concentrate on the 

synergies between green projects and the private sector’s demands as well as possible policies 

of tax reliefs or subsidies for private investments in green priority sectors.  

 Furthermore, municipalities and cities have developed a sub-national green bond in 

the public domain (also called ‘green muni bonds’), representing loans that investors make to 

local governments. The issuers consist of a variety of sub-national representatives, such as 

cities, provinces or government agencies. Green muni bonds tend to have a longer maturity 

(11.8 years) and a higher credit rating than ordinary muni bonds. It is worth mentioning that 

the market has increased between 2011 to 2017, year reaching $11,2B, representing 2, 6% of 

the overall sub-national bonds market. (Flammer, Green Bonds: Effectiveness and 

implications for public policy, 2019) According to recent data, between January 1, 2010 and 

December 31, 2018 out of 1,224,774 issued ordinary muni bonds, 4,794 were green. 

(Flammer, Green Bonds: Effectiveness and implications for public policy, 2019) 

 More specifically (Giuliani & Sonerud, 2018): 

-In the US, states and municipalities have issued USD18.5 billion worth of green bonds, 

accounting for 60% of sub-sovereign issuance globally; 

-European sub-sovereigns are responsible for 30% of the global sub-sovereign market 

(USD8.8bn issued), followed by Canada (USD2.1bn) and Australia (USD962m); 

-Sub-sovereigns in Australia, Canada and the US have issued green bonds financing 

renewable energy, energy efficiency, low-carbon public transport, and sustainable land use. 

 After analysing the role of the sovereign green bonds, we can conclude that a strong 

national policy of issuing green bonds could contribute to the national governmental policies 

and actions on climate change, sustainability, green growth, resilient economy, as targeted in 

the Paris Agreement.  

 

Corporate Green Bonds  

Another recent developed category of climate bond is represented by corporate green bonds, 

issued by financial and non-financial corporations, which choose to offer funding for projects 

that follow their environmentally objectives. This usually includes the use of renewable 

energy and energy efficiency measures in their operations. 

 Chronologically worth noting is that Unilever issued the first corporate green bond to 

improve the efficiency of the water and energy in the internal processes of the company, 

totalling £ 250m, followed by other companies including Apple in 2016 (value 1.5 bn USD) 

and in 2017 (value 1 bn USD), PepsiCo, Inc., Verizon, and Vodafone. (Global Green Bond 

Partnership) Apple issued its first green bond to finance clean energy projects for its overall 

business processes and operations, putting emphasis on the use of renewable energy and 

increasing energy efficiency. Regarding its second green bond, Apple representatives of 

management emphasised that ‘leadership from the business community is essential to address 

the threat of climate change and protect our shared planet’. (Forbes, 2017) 

 Despite the increase of green securities, the total issuance of corporate climate bonds 

represents a small part of the bond market, which is estimated at $92.18 trillion in 2016. 

(SIFMA Research Department, 2017)  
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 Corporate green bonds seem to be more popular in Europe, (especially in France, 

followed by Netherlands, Germany and Italy) than in Asia or the USA. (Flammer, Corporate 

Green Bonds, 2018)    

The numbers may look high, however, when compared to sovereign bond market the 

corporate bond market is rather new, small and as a result, we cannot yet estimates its 

‘effectiveness in terms of financial and environmental performance, and the implications for 

firm-level outcomes’. (Flammer, Green Bonds: Effectiveness and implications for public 

policy, 2019) 

 However, the research over the past years regarding the market of corporate green 

bonds reflects the efficiency of these bonds both for the expenditure of the companies’ green 

projects and their commitment to the environment and also for the firms’ financial 

performance. It is considered that corporate green bonds attract investors, creating a broad 

base of interested actors aimed to invest in these types of bonds; a match between these 

considerations reveals the importance that corporate green bonds have for the companies, but 

also for the environment. (Flammer, Green Bonds: Effectiveness and implications for public 

policy, 2019) At least from the perspective of the elements analysed so far in specialised 

literature which itself is not yet substantially developed. 

 

Notable Findings of the TEG Report 
Based on extensive research regarding green bond and green bond market development within 

the past few years, it can be concluded that standards and expectations on the green bond 

markets vary, depending on jurisdictions, economic sectors or the dimension of the issuers, 

but also on the overall accessibility of the worlds’ bond markets. (EU Technical Expert 

Group, 2019, p. 18) Besides the application of the principles above, the importance of 

identifying and establishing a harmonised guiding framework for the green bonds market at 

least at the European level is of major interest. As we analyse in this section, the ICMA Green 

Bond Principles were the first step to combatting greenwashing as well as facilitating 

transactions in the green securities market thus, making them an essential foundation for the 

EU Green Bond Standards. In June 2018, the European Commission created a Technical 

Expert Group on sustainable finance (TEG) and tasked it to develop the following: 1) a 

unified classification system for sustainable economic activities, 2) an EU Green Bond 

Standard, 3) benchmarks for low-carbon investment strategies, and 4) guidance to improve 

corporate disclosure of climate-related information. (EU Technical Expert Group, 2019, p. 8) 

The TEG continued its work on providing the foundation for an EU Green Bond Standard and 

published its report in 2019.  

 The TEG Report concentrates on the green bond market development, reaction, and 

evolution, launching fundamental recommendations; according to TEG Report, for a safe, 

efficient, transparent and trustful EU green bond market, it is necessary to create at least a 

voluntary standard (EU Green Bond Standard – GBS) as a way to encourage interested actors 

to issue green bonds as well as raise the investors’ interest to find in green bonds a solution 

for profitable green projects. As a result, the TEG has highlighted ten recommendations, 

concentrating on the alignment with EU-taxonomy, the establishment of a voluntary Green 

Bond Framework and also the creation of mandatory rules for reporting and verification. In 

short, establishing a set of European standards could diminish the uncertainty on the current 

green bond market (by linking the objectives of the green projects with the EU Taxonomy), 

creating a transparent and safer market through certain verification and reporting criteria and 

offering an official EU standard for this emerging market. Furthermore, this could motivate 

Member States to better uphold the objectives of the Paris Agreement. Moreover, the 

European framework may serve as a model for other countries and could also offer a variety 

of opportunities to implement incentives for issuers and investors.  
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 There are many differences between the vision of the EU Green Bond Standard and 

the Green Bond Principles. First, regarding the use of proceeds, this remains a 

recommendation within the Green Bond Principles, but in the proposed standards, this is 

meant to be a requirement. The EU standards shall require the use of proceeds in legal 

documentation, either in the Base Prospectus or in the Final Terms. (EU Technical Expert 

Group, 2019, p. 8) Regarding the importance of evaluation and selection of the projects, this 

may raise a wider discussion; from the perspective of eligibility criteria, the GBP recommend 

a substantial contribution to environmental objectives and also strong social safeguards which 

especially focus on informing the investors about the potential risks of the projects (material, 

environmental and social). On the other hand, the proposed GBS involve wider criteria on this 

topic, especially based on the alignment with the EU Taxonomy and with the eight 

fundamental conventions identified in the International Labour Organisation’s Declaration on 

Fundamental Rights and Principles at Work. Every eligible project should include the 

following requirements: (1) substantial contribution to environmental objectives, (2) do-no-

significant harm (3) minimum social safeguards; (4) technical screening criteria. (EU 

Technical Expert Group, 2019, p. 8) What is interesting to notice is that the GBS concentrates 

on criteria such as ‘do-no-significant harm’ (referring to the EU Taxonomy’s Environmental 

Objectives) and ‘technical screening criteria’, which are not considered in the GBP. In the 

field of proceeds management, the GBP only recommend disclosure of the proportion of 

proceeds used for refinancing, whereas the GBS require it (as ‘specific technical 

requirements’). The TEG makes similar recommendations regarding the procedure of impact 

monitoring and reporting, as well as external review: the GBP recommend it, while the GBS 

required it. Furthermore, while the accreditation of external reviewers is not addressed in the 

GBP, the GBS make it a subject of a centralised scheme, operated by the European Securities 

and Markets Authority (ESMA). 

 The most stringent and urgent problem, however, seems to be the overall need of a 

new global policy and a new business model to accommodate green bonds. It is true that, in 

practice, the international green bond market works well for now – as we can see in the 

section below, but it could be improved by new standards and a legal framework, which could 

contribute to enhancing trust for both investors and issuers (especially corporates). 

Furthermore, offering a legal framework and a high level of transparency and trust may raise 

the interest for more innovative green projects financed on the market. We appreciate that a 

first step in the process of creating a worldwide legal framework should necessarily involve 

an international standardization of what green bond means and, besides this, an improved way 

of reporting; not eventually, it is essential to pay attention to disclosure: both pre-issuance and 

post-issuance transparency is fundamental. An adequate framework may increase the role that 

green bonds have for reaching the objectives of the Paris Agreement.  

 

Incentives  

Implementing qualifying green standards for securities seems to be a large step in making 

green bonds more attractive to investors motivated by sustainability goals. The Green Bond 

Standards will ideally provide investors with quality assurance and transparency. Green bonds 

may be made more attractive to issuers as well as investors if they qualify for monetary 

benefits, usually in the form of tax benefits. Apart from general tax incentives, newer studies 

have shown that the effects of green bond issuance may also provide incentives for issuers. 

Such financial instruments stopped being esoteric and are increasingly more of a mainstream 

presence, especially as certain Directives such as UCIT and Capital Requirements Regulation 

provided some protection to market participants. (Doran & Tanner, 2019) 

 The financial characteristics of ‘green’ and ‘bond’ matched together plus the 

correlation the green bonds market has to the stock market already provide good premises for 

investors. An entire supply and demand chain of green financing started to exist along with 
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systemic action, technological change and a higher expectation of future profitability. (Zhou 

& Cui, 2019) Studies show that both ROA and ROE are likely to increase in a longer period 

of time, implying a performance increase of even 11% and of 0.7 % on the stock of certified 

green bonds (e.g. ICMA GBP). (Flammer, Green Bonds: Effectiveness and implications for 

public policy, 2019) However, the situation was not always like this as between 2013 to 2017, 

estimates derived from a matching method followed by a two-step regression showed a 

negative yield of 0.02%.  

 Therefore, the incentives to invest in green bonds are not only driven by economic 

motives like investor demand, which is still primordial. The cost-benefit analysis implies 

higher political and legal protection of the investment and improved environmental action. 

Green bonds are also thought to influence CO2-reduction, reducing emissions with 21.6 tons 

of CO2 per $1M of assets. (Baker, et al., 2020) Research showed that investors are pleased 

with less profit if the investment contributes to sustainability. They can eventually capitalise 

indirectly on marketing themselves as a greener company and disclose better data in their 

non-financial reporting data, indirectly attracting attention, sales, investments, human capital, 

etc.   

 That being said, issuing a green bond alone is not feasible enough to incentivise 

issuers to move to greener projects as opposed to financing the project with a standard bond. 

In contrast to the ICMA Green Bond Principles, the Green Bond Standards shall prescribe 

higher disclosure obligations, a more rigorous qualification process and continuous 

monitoring in order to safeguard investments from greenwashing. This shall likely, as a result, 

impose higher costs upon issuers as well as less flexibility in fund usage after issuance. The 

EU taxonomy aims to provide financial benefits to sustainable companies which must be seen 

in the same context, as these will be relevant, in order to ensure that compliance with the 

Green Bond Standards still remains attractive to market actors. This is only promising if 

issuing a green bond for the project is more attractive to market participants compared to 

standard bond issuances. It is yet to be seen how exactly the Commission intends to provide 

incentives to support cultivating the growth of the green financial market.  

 

Creditor Protection  

Although the ICMA’s Green Bond Principles are a significant step forward in global 

harmonisation and combatting greenwashing, upholding the standards set by the Green Bond 

Principles is neither mandatory nor legally enforceable: „The Green Bond Principles are 

voluntary process guidelines that neither constitute an offer to purchase or sell securities nor 

constitute specific advice of whatever form (tax, legal, environmental, accounting or 

regulatory) in respect of Green Bonds or any other securities. The Green Bond Principles do 

not create any rights in, or liability to, any person, public or private”. (ICMA, 2018)  

 Not only must issuers be incentivised to comply with Green Bond Standards, investors 

must be incentivised to invest in EU-certified green securities. A central issue the green bond 

markets face today is the lack of transparency and inferred risk of greenwashing, which can 

be attributed to the fact that pre- and post-issuance reporting is often merely “recommended” 

and non-compliance with qualification conditions is practically not enforceable. This rattles 

investors’ trust at the cost of companies which have true intentions and seek to contribute to 

sustainable development. Higher creditor protection may be achieved by mandating practices 

which enhance transparency as well as establishing a regulatory foundation which supports 

increased contractual rights.  

 

Transparency under the TEG Report  

The proposed draft of the Green Bond Standards by the TEG foresees inclusion of the Green 

Use of Proceeds to be specified in the legal documentation. (EU Technical Expert Group, 

2019, p. 59) The proposed Standards require the issuer to include pre-issuance disclosure of 
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green use of proceeds as well as continuous post-issuance allocation and impact reporting in 

the Green Bond Framework. 

 The TEG suggests requiring the publication of the Green Bond Framework on the 

issuer’s website or other communication channel, before or at the time of the bond issuance. 

Furthermore, the TEG strongly advises the Commission to incorporate mandatory and 

continuous impact monitoring and reporting. (EU Technical Expert Group, 2019, p. 60) In 

addition, not only should the green use of proceeds be disclosed in the Green Bond 

Framework, the disclosure of proportions of proceeds used for refinancing should be required 

under the Green Bond Standards. The mandatory nature of the reporting and disclosure 

standards is a welcome improvement to the Green Bond Principles’ recommended reporting 

practice. (EU Technical Expert Group, 2019) This does however put pressure on the EU to 

have precise specifications regarding which projects are considered green and which 

disclosure and reporting obligations apply to each. However, this in turn shall enhance 

transparency for market actors and create a hallmark of quality for EU-certified issuers.  

 

Enforceability  

A central issue which seems to be subject to avoidance are private enforcement rights of 

green bond holders. As discussed above, green finance investors are highly motivated by 

factors other than possible profit, namely supporting sustainable development and the 

transition to environmental practices. In turn, studies conclude that green investors are 

satisfied with lower premiums to the benefit of the issuer. It is therefore crucial that the non-

financial interests of the investor be protected and where possible, enforceable.  

 This issue seems to have been recognised by the TEG and they have, as a result, 

recommended mandatory incorporation of the green use of proceeds in the legal 

documentation, i.e. the Green Bond Framework (such as in the Base Prospectus or the Final 

Terms) under the EU Green Bond Standards.  However, it must be noted that green bonds 

which are based on the use of proceeds concept do not directly fund green projects (which 

would be green project bonds). The funds raised are designated for green projects, however 

flow to the entire balance sheet of the issuer and in turn finance all of the issuer’s projects. 

The proceeds may therefore be used to finance the issuer’s brown investments and thus 

collide with the investor’s initial intentions and values. Though green use of proceeds bonds 

cannot necessarily be seen as ineffective, there is risk that the projects financed my not be 

aligned with the goals of the Paris Agreement. 

 The TEG has attempted to address this issue by recommending standards which 

enhance transparency; however, the report makes no recommendations regarding non-

compliance. In practice, green bond issuers usually do not voluntarily infer actionable rights 

on bondholders in the event that the proceeds aren’t used in the specified manner. In fact, they 

include covenants directly into the bond terms and conditions which exculpate them from any 

liability if the issuer were to fail to use the proceeds in the specified manner or comply with 

reporting obligations. This may have drastic effects, as it allows space for abuse of the “green 

label” and compromise the level of quality and integrity expected by investors. Striking a 

balance between investor protection and attractiveness to issuers while not compromising the 

feasibility of such green financial products has proved to be a highly tedious and precarious 

undertaking. Nevertheless, requiring issuers to provide at least some actionable rights to the 

investor may provide a solution without imposing off-putting constraints. The Green Bond 

Standards or other applicable regulations within the taxonomy may introduce monetary 

penalties imposed by oversight authorities if infringements occur. Furthermore, in order to 

relieve administration authorities, requiring a minimum standard of actionable rights in the 

legal documentation so that investors may assert claims before the civil courts would allow 

for investor assurance as well as flexibility, as the specifications of the provisions shall still be 

negotiated inter parts. For example, the Standards could require that failure to allocate the 
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funds to Green Projects constitutes an event of default. The issuer may, for example, 

incorporate conditions under which the funds may be used to finance other sustainable 

projects in the event that not all funds were needed, or the project was terminated without 

factually undermining the investors’ financial motivations.  

 

Conclusion 
The rapid growth of investor interest in green financial instruments has invoked the need to 

create conditions in the financial markets which are favourable for green investments. On the 

basis of current analysis, we have discussed how the EU Green Bond Standards may benefit 

the transition to greener securities. Although the green securities market may still only be 

seen as an emerging market, its growth and impact within less than a decade has been 

exponential. Furthermore, we have deliberated which issues may still arise and should be 

taken into consideration by policy makers. We have found that the main issue with the TEG 

recommendations is that the report makes no recommendations regarding non-compliance. 

Whether Member States shall be encouraged to implement their own non-compliance 

sanctions, or the Green Bond Standards shall remain factually non-enforceable is yet to be 

determined. Nevertheless, the need for a homogenous framework which guarantees quality 

and transparency is imperative. 
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