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Abstract

Africa is expected to be hardest hit by the adverse impacts of climate 
change if significant investments in mitigation and adaptation, as well 
as other relevant measures remain insufficient. The area of sustainable 
finance appears to offer some hope in the form of green bonds – a 
financial instrument that is labelled green because the proceeds raised 
from the bond issue are used to finance or refinance projects and assets 
that have environmental benefits. The issuance of green bonds as a tool 
for unlocking significant capital for sustainability-related investment has 
been gaining traction in Africa in recent years. Despite its touted potential, 
however, the nascent market for green bonds on the continent is still 
underdeveloped. This report surveys some of the growing literature on 
sustainable finance. It uses extensive data on green bonds to map the 
African landscape in order to understand the structure and development 
of the green bonds market, the challenges and the opportunities it faces, 
and the outlook. The findings provide some insights on the modest 
growth of the green bonds market in Africa. The market is dominated 
by a small number of states with a cumulative issuance of less than 1% 
of global volumes. The role of multilateral development institutions has 
been significant but many inherent challenges remain, such as the lack of 
national frameworks, which is linked to institutional incapacity, and a low 
level of awareness. Nonetheless, the prospects for growth are quite high 
given that a growing number of states are either planning to issue green 
bonds or developing their own national guidelines. The report makes 
recommendations on how to develop the market, should sovereign states 
wish to do so. 

Keywords: Green bond; Green finance; Sustainable finance; Climate 
change; Africa

“Africa is expected 
to be hardest hit by 
the adverse impacts 
of climate change if 
significant investments 
in mitigation and 
adaptation, as well 
as other relevant 
measures remain 
insufficient”
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Africa contributes around 4% of global CO2 emissions but is among the 
most vulnerable to the negative impacts of climate change (see Ritchie 
and Roser 2019; Hsiang and Meng 2014; Kudamatsu et al. 2012; Fjelde 
and von Uexkull 2012; Schlenker and Lobell 2010; Burke et al. 2009; 
IPPC 2018).1 Empirical studies have identified a number of channels 
through which climate change will negatively affect Africa in areas such 
as agriculture, water supply, healthcare, labour productivity and conflict. 
These adverse impacts are likely to be severe because many African 
states lack or have low levels of adaptation capacity, due in part to low 
levels of investment (LSEG Africa Advisory Group 2018). 

Significant financial resources are required to adapt to and mitigate 
climate change risks and meet other critical development targets 
across sectors and states, such as those attached to the Sustainable 
Development Goals (SDGs). The level of available public finance is 
inadequate to meet all these investment needs. An ambitious shift 
to private sector finance will be imperative if significant progress is 
to be made. The infrastructure gaps that need to be closed present 
an opportunity for governments and private sector actors to integrate 
sustainability into the design and execution of development projects. 
There is no shortage of projects or industries in need of green financing 
across the continent (LSEG Africa Advisory Group 2018; Benhida, 
and Mounsif 2019). An estimated 600 million people in Africa have 
no access to electricity,2 for example, and the African Development 
Bank (AfDB) estimates that Africa is generating about 20 times less 
renewable electricity per capita than other continents. There are also 
huge infrastructure deficits in transport, the provision of clean water and 
sanitation, flood protection, irrigation and roads. A recent World Bank 
study revealed that Africa has the biggest gaps in access to urgently 
needed expansion of critical infrastructure compared of any region 
(Rozenberg and Fay 2019).3 However, only a small fraction of global 
climate finance flows to Africa and on current trends investment levels 
will be too low to achieve many of the SDGs. Only 4% of climate finance 
flows (US$ 331 billion) reached sub-Saharan Africa in 2013 (Obine 
2020; LSEG Africa Advisory Group 2018; Duru and Nyong 2016). The 
volume of bilateral climate finance to the Africa region, however, has 
seen a consistent increase in recent years from US$7.7 billion in 2013 
to US$16.5 billion in 2017 (OECD 2018). A recent IMF study found a 
funding gap for low-income states, including those in Africa, to finance 
the SDGs of at least half a trillion US dollars that will need to be closed 
by 2030. This gap corresponds to an average of “15 percentage points 
of their GDP” (Gaspar et al. 2019).  The AfDB previously estimated that 
the cost of climate change adaptation alone in Africa would be US$ 20–
30 billion per year over 10 to 20 years. This amount does not include 
the more than US$ 70 billion needed to meet existing development and 
poverty alleviation needs (AfDB 2011). A related study commissioned 

1) For a detailed global literature survey of the 
climate-economy nexus see Dell et al. (2014).

2) Electricity reliability is even more challenging for 
firms, especially micro, small and medium-sized 
enterprises (MSMEs) and poor households. Access 
to finance is also a key factor inhibiting MSME 
growth in Africa. 

3) Other estimates have been made by different 
studies of Africa’s investment gaps for infrastructure 
improvements and other socio-economic needs 
using various scenarios and assumptions.

“Significant financial 
resources are 
required to adapt to 
and mitigate climate 
change risks and 
meet other critical 
development targets 
across sectors and 
states, such as those 
attached to the SDGs”

1. Introduction
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by the United Nations Environment Programme (UNEP) suggests that 
delays in adaptation action in Africa now will yield “exponential” costs, in 
addition to costs linked to prior global emissions estimated at US$ 7–15 
billion per annum by 2020 (Schaeffer et al. 2013).4

There is a growing consensus among relevant stakeholders that green 
finance should be a priority in Africa, as it is in other regions of the 
developing world. This type of funding is necessary for investments in 
“green” infrastructure projects across sectors in order to stimulate and 
boost inclusive, sustainable growth, and to significantly reduce poverty 
and the widening socio-economic inequality on the continent (Duru 
and Nyong 2016; Banga 2019). One financial instrument that could 
help to mobilize capital for significant climate action and sustainable 
development in Africa is the issuance of green bonds. The explosion of 
the use of green bonds around the world has led experts to argue that 
“sustainable finance may be experiencing a golden age of innovation” 
(Beschloss and Mashayekhi 2019).

A green bond is defined in the Green Bond Principles (GBP) as “any 
type of bond instrument where the proceeds will be exclusively applied 
to finance or re-finance, in part or in full, new and/or existing eligible 
Green Projects and which are aligned with the four core components 
of the GBP”.5 In other words, green bonds are labelled bonds or “fixed 
income financial instruments that finance environmental and sustainable 
development projects” (Timbers et al. 2014). Labelling such bonds as 
green distinguishes them from conventional “vanilla” or even unlabelled 
bonds.6 Essentially, however, they all have similar features in terms of 
risk, expected return and structure.7 The use of the proceeds of green 
bond issues to finance projects in categories such as energy efficiency, 
renewable energy, low-carbon (sustainable) transport, green buildings, 
smart grids, climate-smart agriculture and forestry, among many other 
initiatives, is their key distinguishing feature. 

The issue of so-called additionality, or whether green bonds increase 
investment in green projects or simply label investments green that 
would have happened anyway, has been heavily debated with respect 
to green bonds (Kidney 2018). To the extent that green bonds reduce 
the cost of capital for green projects, even if only marginally, this is 
likely to improve the conditions for green investments – even in Africa. 
However, this is difficult to ascertain, especially in contexts where 
financial and capital markets are not highly developed and data on 
green assets hardly exists. Green bonds are also a way for investors to 
signal and scale-up their expectations with respect to the environmental 
performance of their fixed income investments. In more mature green 
bond markets there is little empirical evidence that issuing a green bond 
in itself makes a project more attractive/profitable than it otherwise 
would be (see Maltais and Nykvist 2020). While green bonds do not 
necessarily make a project attractive, at least directly, in the case 
of Multilateral Development Bank (MDB) issues, these green bonds 
are capitalizing on the bank’s concessional lending. The difference 
between the rate at which the MDB can borrow and the rates at which 
other financiers can borrow, combined with the different risk/reward 
profiles of the MDB mean that green bonds are at least part of the story 
of making projects profitable in developing countries. 

The object of this study is to shed light on the state of the sustainable 
finance landscape in Africa. Green bonds have been generating a lot 

“There is a growing 
consensus among 
relevant stakeholders 
that green finance 
should be a priority in 
Africa”

4) This could increase to US$ 35 billion per year by 
2050 on a below 2oC warming pathway even if the 
emissions gap is closed. 

5) The GBPs were initially drafted in 2014 and 
updated in 2015. They comprise a number of non-
binding voluntary guidelines for green bond issuers, 
to which the International Capital Market Association 
(ICMA) ascribes. The four core components are: 
standard green use of proceeds bonds, green 
revenue bonds, green project bonds and green 
securitized bonds, see https://www.icmagroup.org/
green-social-and-sustainability-bonds/green-bond-
principles-gbp/

6) Unlabelled green bonds have no deliberate 
sustainable branding but fund projects related to 
environmental protection or sustainability (Timbers 
et al. 2014).

7) For example, reports indicate that the AfDB’s 
SEK green bond issue in 2019 enjoyed a pricing 
advantage due to its label.

https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/
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of attention among financial sector actors and policymakers for some 
time and increased attention is now also being paid to this market 
by academics. However, there is still a lack of knowledge on how 
the market is developing in Africa. The aim of this report is to map 
key developments in the green bonds market, both globally and in 
Africa, in order to provide a better understanding of the current status 
of Africa’s green bonds. Who are the key stakeholders driving these 
developments? What story is the data telling? To which sectors are the 
proceeds being applied? It also examines the potential for growth in the 
green bonds markets in Africa, the major obstacles to scaling up, the 
remaining challenges and opportunities for green bond financing on the 
continent and how the market might be further developed.

Section 2 reviews the history and evolution of and outlook for green 
bond growth globally and in Africa. Section 3 discusses select case 
studies. Section 4 examines the challenges presented by the green 
bond market and the opportunities available for action. Section 5 
provides conclusions and makes recommendations. 

2. The Green Bonds Market

2.1 History, Global Trends and Outlook 
The green bonds market has witnessed significant growth globally, 
driven primarily by high investor appetite for environmental and climate-
aligned investment vehicles. Since the first green bond was issued by 
the European Investment Bank in 2007 (€600 million),8 the market 
has seen exponential growth in demand for green bonds and their 
variants. Much of the recent growth has come from Europe, the United 
States and emerging market entrants such as China, India, Mexico and 
Brazil (Amundi and IFC 2018; CBI 2019). The World Bank, through its 
lending arm the International Bank for Reconstruction and Development 
(IBRD), followed with the issuance of a SEK 3.1 billion (US$ 396.7 
million) green bond in March 2008 and another in April 2009 worth US 
$300 million. These initial issuances provided the impetus and initial 
credibility needed for the market to grow over the next decade. Apart 
from the general bullish demand from investors, rallying international 
calls – such as those in the Paris Agreement on climate change – for 
stakeholders to increase the pace and size of development finance 
and enhance general climate impact awareness could also explain 
the surge in demand from the investor community for this particular 
bond type. There are obvious reputational benefits for the issuers of 
and investors in green bonds that might also have attracted interest in 
recent years. Another factor could be the magnitude of initial issuances 
as well as the stature of the issuers. For example, the International 
Finance Corporation’s (IFC) US$ 1 billion green bond issue in 2013 
may have been the ultimate stimulant needed for the market to react 
to the promise of this new and seemingly attractive green finance 
vehicle.9 Progress with the SDGs is unequivocally understood to require 

8) AAA investment grade issuance.

9) The IFC is one of the leading international 
development banks providing climate-related 
financing.
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increased levels of investment. Leveraging “billions” in aid, grants 
and concessional finance, and attracting “trillions” more is now more 
relevant than ever before – and green bonds could play a catalytic role.

Figure 1 shows annual green bond issues since 2007. A clear upward 
trajectory is observable. Year-on-year growth rates are shown in Figure 
2. The issuer type or market drivers are shown in Figure 3. Green bonds 
have been pioneered mainly by international development banks but 
corporations, financial institutions and agencies have become more 
significant market movers in the past five years. The data available 
from the Climate Bonds Initiative (CBI) indicates that annual green 
bond issuance by value has increased more than 300-fold in 12 years 
at an average annual growth rate of 104% in the period 2007–2019 
(see Figure 1). All this despite a drop by half in 2008 following the first 
offering on the market in that year. The result is a cumulative issuance of 
US$ 774 billion. 

There was a 54% increase in 2019 over 2018 after a record US$ 258 
billion was raised in 2019. Based on this data, investor sentiments 
and expert opinion, the outlook is that green bonds will reach US$1 
trillion by the end of 2020. One major caveat is the likely slowdown in 
green bond issuances in the wake of the global health crisis linked to 
the COVID-19 pandemic, at least in the first two quarters of 2020. The 
heightened uncertainty in the global economic and financial system is 
likely to lead to significant adverse shocks on the green bond market as 
investors adopt a “wait and see” approach.10 The projection that state/
governmental entities, financial institutions, climate-aligned issuers 
and certified climate bonds will drive green bond growth in 2020 and 
beyond, however, might still hold (CBI 2019).

10) The economic effects of the COVID-19 pandemic 
will be substantial. The global economy is currently 
in recession. The April 2020 edition of the IMF 
World Economic Outlook projects global growth for 
2020 to plummet to –3% (a massive downgrade 
of 6.3 percentage points from January 2020). 
This economic downturn is being described by 
economists as the worst recession since the Great 
Depression of the 1930s and far worse than the 
2008–2009 global financial crisis. Attention may 
shift towards recovery (maybe a green recovery) 
after the pandemic is over, but this remains uncertain 
regardless of any anticipated horizon or trajectory.
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Figure 1. Annual global green bond issuance  
(US$ billion), 2007–2019
Source: Data from the Climate Bonds Initiative.

Figure 2: Year-on-year growth in the value of global 
green bond issuances (%), 2007–2019
Source: Author’s construct using data from the Climate Bonds Initiative.
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Figure 3. Annual global green bond issuance by entity 
(US$ billion), 2007–2019 
Source: Data from Environmental Finance bond database.
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Europe led the market for green bonds in the period 2007–2018, 
accounting for 36.4% of the total volume of US$ 522 billion of bonds 
issued. North America followed close behind with 26.4%. The rise of 
the Asia-Pacific region was driven mainly by China and India, where 
there have been huge issuances in recent years.11 The USA, China 
and France were the three largest issuers in 2018, with US$ 118.6 
billion, US$ 77.5 billion and USD 56.7 billion of green bond issuances, 
respectively (CBI 2019). There was a similar pattern in 2019, where the 
three top ranked states accounted for 44% of all global issuances. 
Africa constituted just 0.4% of global market share by value, however, 
with just 11 issues in the period 2007–2018 (CBI 2019). Six new issues, 
including a first in Kenya and a second sovereign green bond in Nigeria, 
spurred growth to slightly over US$ 2 billion by October 2019 (Table 1 
and Figure 4).

11) China’s first green bond issue raised US$ 300 
million but received offers of US$1.4 billion.

Figure 4: Percentage (%) of total green bonds 
issued, 2007–2018 
Source: Data from SBN (2018)

Region Green bond
markets

Issuers Amount issued
(US$bn)

Change, 2017–2018

Africa 4 11 2 (–)

Asia-Pacific 18 222 120 (+)

Europe 22 193 190 (+)

Supranationals – 11 66 (+)

Latin America 7 24 7 (–)

North America 3 167 137 (–)

Total 522

Source: Climate Bonds Initiative (2019): Green Bonds : The State of the Market 2018 
Note: Cumulative data as at 31 December 2018

Table 1: Regional green bond issuance, 2007–2018

North America 26.2%

Europe 36.4%Supranationals 12.6%

Latin America 1.3%

Africa 0.4%

Asia-Pacific 23.0%
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This skewed geographical distribution of green bond issues is 
symptomatic of the nature of the market. It is a market of big players 
by design and did not originate from the global South.12 Furthermore, 
the absence of universally harmonized guidelines and/or rules means 
that quite a few global giants will dominate the market until significant 
progress has been made in the regions beyond North America and 
Europe. Even though international de facto guidelines exist, they 
are likely to be less helpful to African issuers, given the complex 
processes involved in developing and issuing green bonds and the 
limited issuer capacity. One promising development, however, is the 
emergence of both big and small participants from emerging markets 
(e.g. a small state such as Namibia), which are either issuing or 
intending to issue significant volumes of green bonds. The market is 
thus expected to grow even in these regions as more effort goes into 
developing guidelines and standards, and building capacity in national 
governments, city authorities, financial institutions, regulators and 
agencies, as well as the general investor community, and developing 
markets for green bonds in their respective jurisdictions.

2.2 The African Case

2.2.1 Stakeholders
There has been significant growth in the green finance sector and 
there is increased interest among a small number of stakeholders 
specifically in green bonds in Africa. Since the first African green bond 
was issued in South Africa – the first issuance from an emerging market 
– bond issues from five further states have added to the list of market 
participants. South Africa, Morocco and Nigeria have been taking the 
lead in this drive. They are at an advanced stage, having developed 
their national frameworks, and are taking bold initiatives to develop the 
green bonds market. Nigeria, for instance, is currently the only climate-
certified sovereign green bond issuer in Africa while South Africa has 
issued a number of municipal green bonds. The cities of Cape Town 
and Johannesburg are the only municipal green bond issuers in Africa. 
Namibia and the Seychelles have also issued green bonds. In addition 
to municipalities, the role of corporate issuers, financial institutions and 
agencies is also more significant than state/governmental issuances in 
Africa. South Africa’s state-owned agency, the Industrial Development 
Corporation, was the first to issue green bonds from emerging markets 
in 2012.13

International financial and development institutions are among the 
strongest stakeholders. The AfDB, the IBRD and another member of 
the World Bank Group member, the IFC, are among the small number 
of important players in the green bonds market in Africa (see section 
4). These multilateral development banks and development finance 
institutions have: (a) directly invested in green bonds issued by other 
African entities; (b) issued green bonds themselves and used the 
proceeds to finance climate friendly projects and other projects with 
positive environmental impacts; (c) supported issuers from Africa to 
issue bonds; or (d) assisted with capacity building. The IFC, for example, 
has been actively involved in capacity building with regulators, central 

12) This claim is contested in the light of the first 
issuance by the World Bank, which mainly lends to 
developing countries, which means that there might 
be some connection to developing countries. What 
is clear, however, is that it is not possible to identify 
investments in Africa from the proceeds of the first 
green bond issue by the World Bank, at least without 
the benefit of the full data.

13) US$ 700 million (R.5.2 billion) was issued to 
finance clean energy projects.
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banks and stock exchanges (through the Sustainable Banking Network), 
as well as other financial sector players using training programmes and 
technical assistance. Similar support was provided by the World Bank to 
the Government of the Seychelles with the development and issuance 
of the world’s first “blue bond”.14

2.2.2 State of the Market: Trends & Outlook
The green bonds market in Africa is relatively new and developing 
compared to other emerging markets. At the same time, however, it 
has huge potential to mobilize private and to some extent public sector 
capital to finance low-carbon transition projects and other national and 
international development initiatives. As of October 2019, green bonds 
in excess of US$ 2billion had been issued in Africa (see Table 2). This 
figure excludes supranational entities but includes state/government, 
agency, city/municipality and corporate issuances to finance various 
climate-aligned and other projects of environmental value. Thus far, 17 
bonds have been issued in six states across the continent. This trend 
for market participation is predicted to grow more quickly as more 
states express an interest in joining in the future. Of the 17 green bonds 
issues, approximately 35% by value (US$ 422 million) was climate 
certified.15 They included the first African sovereign issuance, by the 
Nigerian Government. Table 2 and Figures 5 and 6 show that South 
Africa leads the way with a cumulative US$ 1.56 billion of green bonds 
issued since 2012, which corresponds to 74% of the total value of 
all issuances directly emanating from Africa. Entities in Morocco and 
Nigeria have been responsible for 17% and 6% of bond issues by value, 
respectively, having issued eight green bonds between them. Kenya, 
Namibia and the Seychelles have together issued US$ 61 million worth 
of green bonds in single issues of varying sizes.16 It is interesting to 
note that state/governmental issuances made up only 11% of the value 
of total issuances in 2014–2019. The highest share is accounted for 
by financial institutions and municipal issuers, with 26% each, while 
corporates and agencies issued 20% and 17%, respectively, in the 
same period (see Table A2). 

14) According to the World Bank, a blue bond 
“is a debt instrument issued by governments, 
development banks or others to raise capital from 
impact investors to finance marine and ocean-based 
projects that have positive environmental, economic 
and climate benefits”. See https://www.worldbank.
org/en/news/feature/2018/10/29/sovereign-blue-
bond-issuance-frequently-asked-questions.

15) Climate certified means verified green bonds 
that conform to the Climate Bonds Standard. This is 
a Standard that “contains rigorous scientific criteria 
which are consistent with the 2 degrees Celsius 
warming limit declared in the 2015 Paris Agreement”. 
For more details see http://climatebonds.net/
certification. The CBI runs the only international 
certification scheme for green bonds, see the 
Climate Bonds Standard and Certification Scheme.

16) Namibia accounts for only 0.2% of the total 
volume of green bond proceeds.

Country Green 
Bonds

Amount 
(US$m)

First 
Issuance

Certified 
Climate 
Bonds

Certified 
Climate Bond 
Amount (US$)

Use of Proceeds

Kenya 1 41 Sep. 2019 Yes-1 41 Buildings

Namibia 1 5 Dec. 2018   Energy, buildings, transport, 
water, waste, land use, 
adaptation & resilience

Seychelles 1 15 Oct. 2018   land use & marine resources

Nigeria 4 136 Dec. 2017 Yes-2 71 Energy, transport, water, land 
use

Morocco 4 356 Nov. 2016 Yes-1 117 Energy and buildings

South Africa 6 1,554 Apr. 2012 Yes-2 193 Energy, buildings, transport, 
water, waste

Total 17 2,107  6 422  

Source: Climate Bonds Initiative, October 2019

Table 2 Africa’s cumulative Green Bond issues as of October 2019

https://www.worldbank.org/en/news/feature/2018/10/29/sovereign-blue-bond-issuance-frequently-asked-questions
https://www.worldbank.org/en/news/feature/2018/10/29/sovereign-blue-bond-issuance-frequently-asked-questions
https://www.worldbank.org/en/news/feature/2018/10/29/sovereign-blue-bond-issuance-frequently-asked-questions
http://climatebonds.net/certification
http://climatebonds.net/certification
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In terms of the use made of the proceeds from green bonds, it is 
instructive to note that energy-related projects have so far accounted 
for the largest share of the cumulative amount invested. Specifically, 
renewable energy- and energy efficiency-related projects have 
accounted for 47% of the use of proceeds (US$ 988 million), followed 
by green buildings (39% or US$ 822 million) and water-related 
projects 6% (US$ 116 million). The remaining 9% (US$ 181 million) has 
supported “other projects”, a category that includes investments in 
green transport, waste management, land use change and protecting 
marine resources, as well as those with a clear adaptation and resilience 
focus (see Figure 6).

The outlook for the green bonds market in Africa is promising. It is likely 
that many more states will consider or are already considering issuing 
green bonds to fund climate-related initiatives, given the urgency to 
take action on mitigation and adaptation, as well as to finance other 
sustainability-related projects in the future. Multilateral development 
banks such as the AfDB are taking initiatives in investment forums across 
the continent to discuss the potential for green finance instruments 
such as green bonds to deliver the SDGs and the intended nationally 
determined contributions linked to the Paris Agreement. Egypt, for 
instance, plans to issue a sovereign green bond. Its finance ministry 
plans to issue US$ 500 million in green bonds before July 2020, having 
received cabinet approval to offer US$ 5 billion of international bonds in 
the 2019–2020 fiscal year.17

Amount issued

1554
No data

(US$ million)
Africa's cumulative green bond issuance

Kenya

Namibia

Nigeria

South Africa

Morocco 5

Seychelles

Size of brown dotted chart denotes number 
of green bonds issued by country.

Figure 5: Distribution of African green bond issuers by value, as of October 2019 
Source: Data from Climate Bonds Initiative

17) https://www.climatebonds.net/2020/02/
sovereign-green-bonds-club-mexico-egypt-spain-
set-join-who-else-2020-pipeline-and-who-else

https://www.climatebonds.net/2020/02/sovereign-green-bonds-club-mexico-egypt-spain-set-join-who-else-2020-pipeline-and-who-else
https://www.climatebonds.net/2020/02/sovereign-green-bonds-club-mexico-egypt-spain-set-join-who-else-2020-pipeline-and-who-else
https://www.climatebonds.net/2020/02/sovereign-green-bonds-club-mexico-egypt-spain-set-join-who-else-2020-pipeline-and-who-else
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Figure 6: Share of total green bond issues by state (left) and use of proceeds by sector (right) 
Source: Data from Climate Bonds Initiative

2.2.3 Trends in Rules and Guidelines 
Development
There is growing awareness of the need to tackle climate change. 
Commitments from national governments and private sector actors and 
other sustainability-related concerns are among the key drivers of the 
growing interest in and appetite for green finance instruments such as 
green bonds in a growing number of African states. The green bonds 
market thrives on the rules, guidelines and regulations that are often 
initiated by the public sector or other strategic stakeholders. Current 
trends with regard to the concept of sustainable finance, and especially 
green bonds in Africa, predict a likely positive transformation, albeit from 
a low base. 

There have been a number of developments in terms of taxonomies 
and guidelines developed by existing or potential entrants to the 
green bonds market in Africa. The importance of nationally defined 
frameworks, rules/guidelines and definitions that are consistent with 
known international principles and standards, such as the Climate 
Bonds Initiative for climate-related certification of green bonds, and the 
Green Bonds Principles cannot be overstated. The importance of such 
frameworks can be gleaned from the example of China. Despite its late 
entry into the market in 2015, China became the leading issuer of green 
bonds in the following year and has consistently ranked among the 
top three along with the US and the European Union (EU) ever since. 
This feat was achieved on the back of aggressive investment in the 
development of a catalogue of national guidelines that covered 40% 
of global issuances in 2016 (LSEG Africa Advisory Group 2018). At the 
regional level, the EU has a taxonomy and action plan on sustainable 
finance. 

While international frameworks such as the Green Bond Principles are 
considered the “gold standard” or a benchmark, regulators and stock 

Water 5%

Buildings 39%

Others 9%

Energy 47%

South Africa 73.8%

Morocco 16.9%

Nigeria 6.5%
Seychelles 0,7%

Namibia 0.2%
Kenya 1.9%
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exchanges around the world still perceive national guidelines and 
regulations as important for growing and developing domestic markets 
for green bonds (SBN 2018). The sustainable banking network (SBN) 
acknowledges these frameworks as important pillars in developing 
domestic markets and they are included in the assessment milestones 
for its members, which include the African states that have issued green 
bonds. The national frameworks take cognisance of specific contexts 
and circumstances in setting rules and regulations for the successful 
development of domestic green finance markets and the subsequent 
issuance of green bonds. The outputs from these processes should 
be frameworks that are aligned with national development priorities 
(goals and needs) and drive the much-needed development of 
African states’ green bond markets. Technical aspects such as design 
and implementation mechanisms, and specific mandatory disclosure 
requirements for investors, regulators and financial industry actors – 
such as banks, among others – are important elements of developing 
robust frameworks to guide the market. 

As noted above, very few African states have issued green bonds. Table 
3 depicts the self-reported development of national green markets in 
Africa (SBN 2018), and the national frameworks that have been or are 
being developed by national authorities such as regulators or stock 
exchanges on issues around definitions, reporting standards and rules 
for issuing green bonds.

As noted above, Morocco, South Africa and Nigeria have played 
significant roles in developing the green bonds market through 
various initiatives and developing national frameworks. Egypt and 
Ghana are at the early stages of becoming SBN members and have 
made commitments to push their respective banking sectors to adopt 
sustainable (green) banking principles. Both states have initiated 
activities to boost their preparations for adopting rigorous sustainable 
finance principles in order to be able to issue green debt in the future. 
Initiatives include awareness raising and knowledge sharing through 
stakeholder engagement, dialogue on policies and/or principles, 
and timelines for framework development and the definition of these 
policies and principles (SBN 2019). According to the most recent SBN 
assessment conducted in June 2019, while Egypt, Tunisia and Ghana 
are in the preparatory, policy formulation stage, Kenya, Morocco, Nigeria 
and South Africa are advancing implementation.18

18) The IFC and the Swiss Secretariat for Economic 
Affairs (SECO) are supporting Ghana’s central 
bank and other government agencies with the 
development and implementation of Environmental 
and Social Risk Management (ESRM) guidelines for 
the Bank of Ghana and the banking industry more 
generally.

Not started Nascent Emerging Established Robust

Egypt None Morocco None None

Kenya  Nigeria   

Tunisia  South Africa   

 Source: SBN (2018)

Table 3: Development stage of national green bond markets in Africa
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3.1 Country Cases

i. South Africa
South Africa has the most developed financial market and green bond 
market in Africa. The Johannesburg Stock Exchange (JSE) was the 
first in Africa to launch a dedicated segment for green bonds with 
accompanying green listing rules to promote green bond issues over 
the medium to long term in the country and subregion.19 South Africa 
is also the only state in Africa in which a green taxonomy is being 
developed. As noted above, it is the leading issuer of green bonds 
on the continent in terms of number of issuances and value, ahead 
of Morocco and Nigeria, having been the first African state to issue a 
green bond in 2012. Municipal bonds have been issued by the cities 
of Cape Town (US$ 74 million) and Johannesburg (US$ 138 million), 
and Cape Town has issued the only verified and accredited municipal 
green bonds in Africa.20 Cape Town’s municipal bond was four times 
oversubscribed. The proceeds are being applied to projects on clean 
transport (electric buses), energy-efficient buildings (green buildings), 
sewage effluent treatment, alternative water management and coastal 
protection structures in the city. Nedbank recently issued US$ 117 
million in green bonds to finance renewable energy projects.21 (On bond 
issues in Africa in the past five years see Table A2.) 

In spite of its strong capital market and pioneering role in green bonds, 
like many African states, South Africa’s financing requirements for critical 
infrastructure development are substantial. Its National Development 
Plan estimates that at least US$ 65billion will be required in the medium 
term for investments in energy, clean water, waste management, 
transportation and adaptation initiatives to reduce the adverse impacts 
of climate change (LSEG Africa Advisory Group 2018).

19) JSE is partnering the UK stock exchange to 
develop a new index demanded by environment, 
social and governance (ESG)-inclined institutional 
investors to provide impetus to expand the country’s 
green finance offering.

20) The municipal green bond issued by the City 
of Johannesburg was self-labelled green and no 
external verification was carried out.

21) In April 2019 with 7-, 5- and 3-year maturity terms, 
targeted at retail clients and offering guaranteed 
returns.

3. Case studies 
This section focuses on select country and institutional case studies on green bonds 
market development in Africa. Developments in six states are examined and the role of 
multilateral development institutions in the green bonds market in Africa is assessed. The 
international institutions discussed are important players in recent green investments 
on the continent and have been major development partners for many decades.
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ii. Morocco
Morocco is one of the key players leading the emergence of 
sustainable finance in Africa through capital market development for 
the issuance of green debt, such as green bonds and other green 
instruments for sustainable development. Domestically, Morocco’s 
drive towards a greener economy is embedded in its national 
sustainable development strategy. It also has an ambitious renewable 
energy strategy. The target is to generate 42% of its energy needs 
from renewable sources by 2020 and 50% by 2030. Evidence of its 
commitment to leading the growth of the green finance market on the 
continent was provided when it hosted the 22nd Conference of the 
Parties to the United Nations Framework Convention on Climate Change 
(COP 22) in 2016. With the support of the IFC, the Moroccan Capital 
Market Authority (AMMC) has led on the development and introduction 
of guidelines consistent with green bond issuing principles to guide, 
promote and develop the green bonds segment of Morocco’s capital 
market. Through the so-called Marrakesh Pledge – a side event at 
COP 22 – the AMMC was able to launch a continental initiative to build 
an African partnership to scale-up sustainable finance, involving 26 
regulators and stock exchanges as signatories. 

Following COP 22, the Moroccan Agency for Sustainable Energy 
issued the state’s first green bond in November 2016.22 This issue 
(MAD1.15bn, c. US$ 104 million23) was externally reviewed by Vigeo 
Eiris. The proceeds will finance utility-scale solar power facilities. 
The bond issue was unique in the sense that it was the first Certified 
Climate Bond in Africa and the first to meet the Climate Bonds Standard, 
placing Morocco’s commitment to international climate diplomacy 
and related efforts to the fore. Various other significant bond issues 
have occurred in Morocco, such as notable investments by the IFC 
and the private sector financing group Proparco (see Table 2 and 
Table A2). The European Bank for Reconstruction and Development 
(EBRD), the European Investment Bank (EIB) and Agence Francaise de 
Developpement (AFD) are members of a consortium of global financial 
institutions that has forged a partnership with Morocco to help develop 
its sustainable energy programme (see Box 1).

22) A bond with an 18-year maturity schedule.

23) The Climate Bonds Initiative reported US$ 117 
million compared to US$ 104 in the Environmental 
Finance Bond database. The discrepancy in the 
reported values cannot be readily explained by 
the authors but might be due to exchange rate 
conversion differentials.

Box 1: Morocco Sustainable Energy Facility
The Morocco Sustainable Energy Facility (MORSEFF) is a €110 million finance line for sustainable energy 
intended for Moroccan private sector companies developed by the European Bank for Reconstruction 
and Development with support from the European Union and in partnership with the European 
Investment Bank, Agence Francaise de Developpement and the Kreditanstalt für Wiederaufbau. The 
facility allows Moroccan companies to access loans and leases for energy efficiency and/or renewable 
energy projects. It allows companies an investment subsidy of 10% of the loan and free technical 
support for project evaluation, implementation and verification. Eligible companies also have access to 
local distribution partner banks for support. Investment projects range from small-scale to large-scale 
or projects of a more complex structure. Financing (loan/leasing) can be up to 100% of the investment 
amount/costs. However, this is subject to the partner bank’s decision provided that the total amount 
of the loan/leasing does not exceed the maximum limit in the category in question. For instance, the 
amount of financing cannot exceed 30% of the cost of the investment (excluding land) as it applies to 
new commercial (building) constructions. Loans or leasing can be used for the purchase and installation 
of pre-qualified equipment registered in the List of Eligible Equipment and Materials (LEME) and using an 
eligible supplier from the List of Eligible Suppliers and Installers (LESI). Source: www.morseff.com
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iii. Nigeria
Nigeria overtook South Africa as the largest economy in Africa in 
2014 following a statistical rebasing of its economy.24 It is an oil- and 
resource-rich state with a population of over 200 million. Nigeria has 
shown a consistent commitment to developing a sustainable finance 
capacity in several initiatives (LSEG Africa Advisory Group 2018). 
According to its debt management office, as part of its Nationally 
Determined Contributions (NDCs) under the Paris Agreement, Nigeria 
“has committed to reducing carbon emissions by 20% unconditionally 
and 45%, with international support, by 2030 through energy, transport 
and agriculture projects that would reduce carbon emissions and 
mitigate the effects of climate change”. It adds that: “Achieving the 
NDCs requires the implementation of various projects in the different 
sectors of the economy which would need to be financed”.25 In 
pursuit of these aims, Nigeria has sought to explore various sources 
of green finance, particularly green bonds to finance its climate and 
sustainability goals. It became the only state in Africa and only the 
fourth in the world (after Poland, France and Fiji, see Table A1) to issue 
a sovereign green bond in December 2017.26 This is the first Climate 
Bonds-certified sovereign bond. The size of the green bond issued 
was NGN 10.69bn (c. US$ 30 million) and its term is five years. The 
proceeds will be used to finance renewable energy (solar power, 80%) 
and afforestation projects (land use change, 19%). The investment in 
solar power generation is expected to generate about 13,000 MW of 
off-grid photovoltaic (PV) solar energy. Nigeria’s first sovereign issuance 
is a drop in the ocean in its planned NGN 150bn (US$ 420 million) 
green bond programme (LSEG Africa Advisory Group 2018). A second 
sovereign green bond was issued in 2019 for NGN 15bn (c. US$ 41 
million).27 

The private sector is also cashing in on the enthusiasm for the 
opportunities offered by the burgeoning green finance market for 
investing in projects with environmental benefits. Nigeria’s Access Bank 
became the first financial institution to issue a certified corporate green 
bond in Africa in 2019, raising NGN 15bn (c. US$41 million).28 

iv. Kenya
Kenya is a major destination for investment in renewable energy 
and is leading the development of a green bonds market in the East 
Africa region. It launched a three-year green bond capacity building 
programme in 2017 (Green Bonds Programme Kenya).29 The major 
stakeholders are Kenya’s Treasury, the Central Bank of Kenya and the 
Kenyan Capital Markets Authority. The early results from this programme 
were an important lever of the first and thus far only Green Bond issue 
in East Africa, which took place in 2019. Acorn Projects Limited, a 
corporate entity, issued a five-year green bond worth KES 4.3bn (c. 
US$ 41 million) to finance green and environmentally friendly buildings 
for 5000 students in Nairobi. The successful issuance of Acorn’s green 
bond was a significant step in the development of green finance in East 
Africa. The development of a market for green bonds in East Africa with 
Kenya as the leading hub therefore appears to be on course. Public 
and private sector initiatives to develop a green bonds framework led 
by the Nairobi Securities Exchange (NSE) with support from the Green 
Bonds Programme Kenya contributed to the development of revised 

24) Nigeria is ranked first ahead of South Africa and 
Angola, in terms of the size of its GDP. See https://
www.worldbank.org/en/region/afr/publication/taking-
the-pulse-of-africas-economy, http://datatopics.
worldbank.org/world-development-indicators/
stories/many-economies-in-ssa-larger-than-
previously-thought.html and https://www.worldbank.
org/en/region/afr/overview.

25) https://www.dmo.gov.ng/fgn-bonds/green-
bond/2290-green-bond-factsheet

26) To date, Nigeria is the only African state to have 
issued a sovereign Green Bond (see Table A1).

27) The bond was oversubscribed by 220%. The 
proceeds will help Nigeria to meet some of its 
commitments to the Paris Agreement on Climate 
Change through investments in projects such as off-
grid solar and wind farms, irrigation, afforestation and 
reforestation as well as ecological restoration.

28) About 80% of the proceeds will finance coastal 
flood defence projects and a new costal urban 
development near Lagos. The remaining allocation 
will go into solar energy generation facilities. 

29) According to its long-term national development 
plan and its NDCs in the 2015 Paris Agreement on 
climate change, Kenya plans to reduce greenhouse 
gas (GHG) emissions by 30% of 2015 levels by 
2030 relative to the business-as-usual (BAU) 
scenario of 143 MtCO2eq.

https://www.worldbank.org/en/region/afr/publication/taking-the-pulse-of-africas-economy
https://www.worldbank.org/en/region/afr/publication/taking-the-pulse-of-africas-economy
https://www.worldbank.org/en/region/afr/publication/taking-the-pulse-of-africas-economy
http://datatopics.worldbank.org/world-development-indicators/stories/many-economies-in-ssa-larger-than-previously-thought.html
http://datatopics.worldbank.org/world-development-indicators/stories/many-economies-in-ssa-larger-than-previously-thought.html
http://datatopics.worldbank.org/world-development-indicators/stories/many-economies-in-ssa-larger-than-previously-thought.html
http://datatopics.worldbank.org/world-development-indicators/stories/many-economies-in-ssa-larger-than-previously-thought.html
https://www.worldbank.org/en/region/afr/overview
https://www.worldbank.org/en/region/afr/overview
https://www.dmo.gov.ng/fgn-bonds/green-bond/2290-green-bond-factsheet
https://www.dmo.gov.ng/fgn-bonds/green-bond/2290-green-bond-factsheet
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listing rules in 2019. The initiative was facilitated by the Kenya Bankers 
Association, the NSE, the CBI, Financial Sector Deepening (FSD) Africa, 
and the Dutch Entrepreneurial Development Bank FMO (Financierings-
Maatschappij voor Ontwikkelingslanden). The listing rules contain 
provisions on the requirements for green bonds and provide additional 
information on the steps needed to issue a green bond, with inputs 
from the National Treasury and other market actors (NSE 2019).30 

iv. Namibia
The Bank of Windhoek issued a three-year green bond in December 
2018 – the first and thus far only Namibian issue. The Bank of Windhoek 
is the largest locally owned bank in Namibia and the first commercial 
lender to offer a green bond in southern Africa. NAD 66 million (c. 
US$ 5 million) of the proceeds from the issue will be used to fund 
eligible green projects and assets that fit renewable energy, pollution 
prevention and control, energy efficiency and clean transport criteria.

v. Seychelles
With the help of the World Bank, the Seychelles became the first state 
to issue a sovereign blue bond in October 2018. The Seychelles is an 
interesting case given the unique qualities of its sustainable bond issue. 
Even though the debt issued is a blue bond, technically the Climate 
Bonds Initiative classifies the US$ 15 million 10-year maturity issue as a 
green bond in its database using its classification criteria.31 Furthermore, 
the World Bank used an approach akin to the green bond financing 
framework to secure the deal involving a guarantee by the World Bank. 
The Seychelles is a small island nation with a high dependence on the 
ocean and tourism. The fisheries sector is the second most important 
industry employing around 17% of the population. The proceeds from 
the bond issue will pay for marine protection, fisheries management and 
other projects to protect the ocean economy on which the Seychelles 
depends.32 

3. 2 Case for Multilateral Development 
Banks
The international finance institutions are major facilitators of the green 
finance market in Africa. As noted above, the AfDB has led in this area, 
along with other market actors such as the IFC, the IBRD and the EBRD 
as development or donor partners playing significant roles in the green 
finance space on the continent.33 This section outlines the work of the 
AfDB, the IBRD and the IFC, their niche issues and their application of 
green bond receipts. Beyond issuing green bonds or investing across 
the continent, these institutions have also supported various capacity 
building initiatives to facilitate the growth of the domestic bond market 
in Africa (see above). 

30) Corporations, banks, transaction advisers and 
investors. The revised rules were approved by the 
Kenyan Capital Markets Authority in December 2018.

31) The bond was subscribed to mainly by 
international investors.

32) See https://www.worldbank.org/en/news/press-
release/2018/10/29/seychelles-launches-worlds-
first-sovereign-blue-bond for more information.

33) The main financial offerings are green credits and 
loans but supranational guarantees are also included.

https://www.worldbank.org/en/news/press-release/2018/10/29/seychelles-launches-worlds-first-sovereign-blue-bond
https://www.worldbank.org/en/news/press-release/2018/10/29/seychelles-launches-worlds-first-sovereign-blue-bond
https://www.worldbank.org/en/news/press-release/2018/10/29/seychelles-launches-worlds-first-sovereign-blue-bond
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vi. African Development Bank

The AfDB has played an active role in mobilizing capital to support 
sustainable and inclusive green growth in Africa. About US$ 12 billion 
was mobilized between 2011 and 2015 to support climate-friendly 
projects.34

The AfDB has been an active participant in the green bonds market 
since 2010.35 Figure 7 shows the pattern of green bond issues by the 
AfDB since 2013.36 Figure 8 depicts the country distribution of available 
financing for eligible projects in the AfDB’s green bond portfolio. The 
trend in Figure 7 shows some fluctuation over the seven-year period, 
the lowest level of bond issues in 2016 (US$176 million) and the highest 
in 2018 (US$600). The total value of the green bonds issued between 
2013 and 2019 was US$2.6 billion, according to the Environmental 
Finance Bond Database. However, the authors’ calculations from the 
eligible projects in the AfDB’s Green Bond Portfolio Database yielded 
US$2.3 billion. This discrepancy could be linked to exchange rate 
conversions for issues not originally in US dollars (see Table A3 and 
Table A4). 

34) This was in relation to the Climate Acton Plan 
(CCAP). The African Climate Change Fund (ACCF) 
is intended to provide access for African states to 
scale up green finance.

35) Data from the Environmental Finance Bond 
Database indicates that the AfDB issued US$426 
million in bonds between 2010 and 2012. This 
claim is inconsistent with the AfDB’s green bond 
programme, however, which indicates that green 
bond issuance began in 2013.

36) Second opinion verification of the AfDB’s first 
issue consistent with the Green Bond Principles was 
provided by the Oslo-based Center for International 
Climate and Environmental Research (CICERO).
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Figure 7: Value of green bonds issued by the AfDB (US$ million)
Source: Data from the Environmental Finance Bond database. Notes: Data for 2017 is substantially different 
from what the AfDB has reported on its green bond issuance for the year: AUD 60 million (US$ 47 million) 
compared to US$ 332 million in Environmental Finance Database. 

Turning to the use of the proceeds from the AfDB’s green bonds across 
the continent, there has been a significant application of investible 
funds to energy efficiency and solar energy projects (14 solar projects 
in total). Sizeable allocations have also been made to clean transport, 
water and wastewater management, and hydropower projects. Since 
2013, 48 eligible projects have been identified as green investments in 
the AfDB’s green bond portfolio database. Morocco appears to have 
been the major recipient, with financing allocated to 10 projects on solar 
power, wind power, energy efficiency and clean transport, among other 
things (see Figure 8 and Table A4 in the appendix for full details).
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0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

0 100 200 300 400 500 600 700 800 900 1,000

Hydro

Water & wastewater management

Energy Efficiency

Wind

Biogas

Solar

Clean Transportation

Forestry Conservation

Renewable Energy

Geothermal

Amount
Number of projects

AfDB green bond financing amount (US$ million)

Number of projects by type

AfDB green bond financing amount (US$ million)

Number of projects by type
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as in renewable energy (Facility for Energy Inclusion, FEI) and energy efficiency (Cameroon and Chad Power 
Interconnection project and supplementary financing for Kenya under the Ethiopia-Kenya Electricity Highway 
project). Data is sourced from AfDB green bond portfolio database, 2013–2019.
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vii. International Bank for Reconstruction and 
Development
The IBRD issued its first green bond in 2008. It was only the second 
institution to do so after the European Investment Bank (EIB). The 
IBRD’s SEK 3.15 billion (US$ 396.7 billion) green bond was issued 
following demand from a group of Swedish institutional investors 
(pension funds) for investment opportunities with environmental 
benefits.37 

In the past 11 years, the IBRD has issued 158 green bonds in 21 
currencies with a value of US$ 13 billion. This funding pool has 
supported low-carbon transition and making growth paths resilient to 
climate change (World Bank 2019). In 2019, the IBRD issued green 
bonds worth US$ 2.7 billion, adding 16 projects to its existing portfolio 
of 106. Of the US$ 17.2 billion in commitments made available through 
the green bonds finance pool, 66% was used to finance renewable 
energy and energy efficiency or clean transport projects. Adaptation 
received 25% of the commitments while mitigation accounted for the 
remaining 75% (see Table A5).

Figure 10: Regional distribution of eligible green bonds projects, 2019
Source: Data from World Bank (2019)

Africa received a 4% share of total IBRD committed funding in 2019, 
or 3% of disbursements. Sub-Saharan Africa received just one-third of 
this, corresponding to US$ 964 million.38 Of this, US$ 504 million was 
committed to renewable energy and energy efficiency, and US$ 114 
million to agriculture, land use, forest and ecological resources. Water 
and wastewater management, and solid waste management accounted 
for US$ 162 million and US$114 million, respectively. No commitments 
were made to clean transport or resilient infrastructure, the built 
environment or other sectors. China, Indonesia, the Philippines, Timor-
Leste and Vietnam in the East Asia and the Pacific regions accounted 
for the largest proportion of green bond eligible projects and of 
commitments (34%, see Figure 10). No explicit explanation is offered 
by the IBRD for the low level of allocations to green bond-related 
investments in Africa.39 It is possible that this could be explained by the 
small volume of green assets in Africa, or the small number of eligible 
projects in the World Bank’s portfolio compared to other regions.

37) A 6-year bond with the Swedish financial 
institution Sandinaviska Enskilda Banken (SEB) as the 
lead manager. 

38) The World Bank’s classification places states 
in North Africa in the Middle East and North Africa 
region. Africa in the World Bank context therefore 
refers to sub-Saharan Africa. The figures in this 
report, however, are taken from Word Bank data on 
individual African states, regardless of World Bank 
region. 

39) Excludes International Development Association 
(IDA) funding. IDA provides interest-free loans, 
or credits, and grants to the governments of the 
poorest states in the developing world.
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40) All 3 projects in Tunisia have been completed; 
the projects in the other states are still in progress.

41) Details of individual projects can be found in the 
World Bank’s 2019 green bonds impact report.

42) A bond with a 4-year maturity period where 
the SEB acted as the sole lead manager for the 
transaction.

As noted above, the World Bank has committed green bond funding 
to nine projects in four African states: Morocco, Tunisia, Botswana and 
the Seychelles. Four projects have been funded in Morocco (US$ 
735.7 million). These represent 76.3% of the total value of all eligible 
projects in Africa. Three projects in Tunisia have received US$ 78.5 
million, or 8.1% of total commitments by the World Bank. Botswana 
and the Seychelles have been allocated US$145.5 million (15.1%) and 
US$4.3 million (0.4%) respectively to fund one project each.40 The 
project with the largest commitment (US$ 346.9 million) – the Noor 
Ouarzazate Concentrated Solar Power Project in Morocco – is expected 
to produce 1.6 million MWh of energy per annum with a renewable 
capacity of 410 MWh. This will result in about 522,000 tonnes of CO2 
equivalent in annual GHG emissions being avoided over the 30-year life 
of the project.41  Figure 11 shows the distribution of green bond funding 
commitments in Africa across various sectors.

Figure 11: Distribution of total IBRD Green Bond amount committed to 
Africa by sector, 2019
Source: Data extracted from the World Bank (2019)

viii. International Finance Corporation
The IFC issued the first green bond in its green bond programme in 
2010 when it raised US$ 200 million to finance renewable energy and 
energy efficiency projects.  Between 2010 and 2019, the IFC issued 
green bonds worth US$ 9.23 billion in 148 deals under its programme. 
In 2014, investor demand for more robust reporting led the IFC to begin 
reporting on the use of proceeds from its green bonds, consistent with 
the Harmonized Framework for Impact Reporting (IFC 2019). Between 
2014 and 2019, 133 green bonds were issued in 18 currencies covering 
200 projects and corresponding to a total commitment of US$ 7.7 
billion. 

Figure 12 shows the evolution of the IFC’s green bond commitments 
by region. The pattern of commitments and disbursements paints an 
interesting picture of the IFC’s priorities in terms of the eligible projects 
selected for funding from the proceeds of green bonds. While a year-
by-year analysis is useful, an average trend comparison for the period 
2014–2019 provides further insights. 
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On a regional basis, sub-Saharan Africa received just 2.9% of the IFC’s 
total commitments and 1.9% of disbursements in the period 2014–
2019.43 Latin America and the Caribbean, and Europe and Central Asia 
were allocated the most substantial committed investments, including 
disbursements.44 On a broader level, the IFC’s 2.9% commitments to 
Africa pale in comparison to the overall level of finance in Africa, which 
comprises 19% of total global commitments. It is likely that the same 
reasoning behind the trend in IBRD funding applies in this case too. 

The IFC distributed US$ 27 million in commitments to green bond-
eligible projects in three African states. Angola received US$ 9.6 million 
to finance green buildings (energy efficiency) while Egypt received US$ 
7.3 million for energy efficiency projects. Ghana was allocated US$ 10 
million to kick-start its green banking sector. Investments are expected 
to be directed towards renewable energy, energy efficiency and other 
climate change mitigation projects. 
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Figure 12: IFC’s Green Bond commitment by region, 2014–2019
Source: Data compiled from IFC (2019)

43) Disbursements over the same period amounted 
to US$ 6.4 billion.

44) Latin America and the Caribbean, and Europe 
and Central Asia accounted for 30.3% (30.4%) 
and 27.5% (29.7%) respectively of commitments 
(and disbursements) as a share of the total amounts 
over the same period. According to the OECD, 
“commitments measure donors’ intentions and 
permit monitoring of the targeting of resources to 
specific purposes and recipient countries. They 
fluctuate as aid policies change, and reflect how 
donors’ political commitments translate into action 
- an indication about future flows”. Disbursements 
on the other hand “show actual payments in each 
year. They show the realisation of donors’ intentions 
and the implementation of their policies. They are 
required to examine the contribution of donors’ 
actions in development achievements – [which] 
better describes aid flows from a recipient’s point of 
view”. See https://www.oecd.org/dac/stats/faq.htm.
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4.1 Capital markets in Africa
The capital market is an essential subsector of financial systems in 
many African states. Access to and the development of the capital 
markets on the continent have continued to engage the attention 
of relevant stakeholders over the past few decades. The market in 
Africa is dominated by 29 stock exchanges that represent 38 capital 
markets.45 Among these, two regional stock exchanges serve 13 states 
in francophone West and Central Africa.46 The largest African players 
in the capital markets, in terms of market capitalization, listed stocks 
and returns, and so on, are Casablanca and Johannesburg, and the 
Egyptian, Nigerian, Namibian and Zimbabwean stock exchanges. 

Developments in the various stock exchanges and hence the capital 
markets across Africa have been fairly heterogeneous. Apart from 
Johannesburg and to a lesser extent Casablanca, the African capital 
markets are still underdeveloped and characterized by a small number 
of listings. Government debt offerings, usually in local currency short-
term securities or bonds, dominate, but are still at an early stage of 
development (IMF 2013). Corporate bond issues and equity listings are 
thin in volume and value. 47This leads to capital markets characterized 
by imperfections and an inability of the private sector to raise significant 
capital to boost economic development. This market failure has 
been attributed to institutional weaknesses (e.g. inefficient laws and 
regulatory frameworks), a low appetite for venture capitalism, a lack 
of awareness of the potential of capital markets, macroeconomic 
instability, the low level of economic and financial integration and high 
levels of corruption, among other factors (Adelegan 2019; Adelegan 
2008; Allen et al. 2012).

Despite the above challenges, capital markets in Africa have achieved 
some milestones. To further deepen capital market integration, the 
African Securities Exchanges Association (ASEA), which is based in 
Nairobi and represents 25 securities exchanges in Africa, was formed 
in 1993 to unlock the potential of the continent’s capital markets. The 
Johannesburg and Egyptian stock exchanges were among the five 
pioneering exchanges that initiated the Sustainable Stock Exchange 
(SSE) in 2009. Since then, 12 other stock exchanges in Africa have 
joined SSE to adapt the development of their respective capital markets 
to attract green finance and investments. According to its 2018–2019 
annual report, the ASEA’s 25 members had 1350 listed companies and 
a market capitalization of US$ 1.5 trillion (ASEA 2019). Despite ASEA’s 
modest success, coupled with national and regional regulatory reforms 

In order to fully understand the opportunities that exist for green bond market 
development, some current or anticipated bottlenecks that might hinder progress 
were also examined. Moreover, an essential missing component in the discussion is 
an understanding of the dynamics of capital markets in African states. This section 
sheds light on the nature of Africa’s capital markets and assesses the prospects for 
growth in the green bonds market, as well as the likely inhibiting factors.

4. Challenges and Opportunities

45) Africa has some of the oldest stock exchanges 
in the world. The Egyptian Stock Exchange (EGX), 
South Africa’s Johannesburg Stock Exchange (JSE 
Limited) and the Casablanca Stock Exchange 
(Morocco) are the oldest bourses on the continent, 
dating back to 1883, 1887 and 1929, respectively. 
Most exchanges are relatively young, however, and 
many were established in the 1990s and 2000s.

46) Bourse Régionale des Valueurs Mobilières 
(BRVM) based in Abidjan (Côte d’Ivoire) serves 8 
West African Francophone states while the Bourse 
Régionale de l’Afrique Centrale (BVMAC) which is 
based in Libreville (Gabon) covers 5 states in Central 
Africa.

47) Equity listings and market capitalization are 
relatively smaller compared to emerging markets in, 
for example, Asia.
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in recent years, many African exchanges continue to grapple with low 
levels of liquidity. According to ASEA (2019), frontier African markets 
(excluding South Africa) compare less favourably (5.9% combined 
annualized equity market turnover of aggregated market capitalization) 
with other frontier market exchanges (19% elsewhere in the world).48 

Nonetheless, there is a an increasing appetite for international sovereign 
bonds from African frontier market economies away from domestic 
capital markets. The main objective of these bond issues has been to 
ramp up finance for infrastructure investment (IMF 2013). Eurobond 
issues are prevalent throughout the region. Despite debt sustainability 
concerns, international sovereign bond issuances have soared in 
recent years, reaching US$ 17 billion in Eurobonds alone in 2018. At the 
same time, several states issued Eurobonds with a 30-year maturity. In 
2013 alone, 11 states in sub-Saharan Africa accessed the international 
capital market, seeking inflows of more than US$ 5 billion (excluding 
South Africa). This is equivalent to 20% of official development aid 
(ODA) to sub-Saharan Africa and 13% of foreign direct investment (FDI) 
(IMF 2013; te Velde 2014). As of the first quarter of 2019, 16 African 
states had issued Eurobonds. The increased demand for euro and other 
international sovereign bonds can be attributed to a renewed global 
investor interest in frontier markets in Africa, the low level of interest 
rates in advanced economies, and risk and portfolio diversification 
considerations, among other things (IMF 2013; Coulibaly et al. 2019). 
While access to the international bonds market allows African states to 
mobilize long-term capital at lower interest rates, there are risks. Risks 
of sovereign debt and currency crises as well as exposure to global 
market volatility are just a few of the downsides of such undertakings for 
Africa (IMF 2013; Coulibaly et al. 2019). Apart from South Africa, Nigeria, 
Kenya and Morocco, African governments and the private sector are yet 
to demonstrate a significant interest in the development of a domestic 
market for green bonds. This lack of significant domestic demand 
could inhibit the growth of this financial innovation. Implementation of 
deliberate and actionable policies could increase the pace of market 
uptake.

4.2 Opportunities for Africa
Global investor demand for green bonds is growing rapidly, ostensibly 
due to their attractiveness to investors. A growing number of investors 
are looking for opportunities to invest in green and SDG-aligned 
projects and initiatives. Africa presents many possibilities for investors 
interested in climate-smart agriculture, renewable energy, energy 
efficiency and waste management, among other things. Several 
sectors on the continent are in need of significant green investment. 
Major sustainability concerns require urgent financial solutions. Green 
bonds could make a difference in either reversing or avoiding future 
environmental catastrophes.49 Demonstrable commitments have also 
been made to a green economic transition by most African states, 
not least due to the significant impacts of climate change in the 
region. African states have signed or ratified the Paris Agreement, 
which entered into force on 4 November 2016. These commitments 
to a greener, climate aligned and resilient economy are suggestive 
of governments’ inclinations to foster low-carbon transitions. 
Green bonds are among a blend of financial instruments that could 
be catalytic in facilitating this transition in a just manner through 

48) Reform efforts have led to some improvements 
in the business/regulatory environment, product 
sophistication and the efficiency of market 
technology in some markets.

49)  Sean Kidney of the CBI elaborated more on 
some of these issues in an IFC webinar on green 
bonds in early 2019. See also LSEG Africa Advisory 
Group (2018).

“there is a an 
increasing appetite 
for international 
sovereign bonds from 
African frontier market 
economies away 
from domestic capital 
markets.” 
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responsible, sustainable investments. This section list some of the main 
opportunities for African states and investors to use their leverage to 
boost the growth and development of the green bonds market.

i. Greening infrastructure
The huge infrastructure deficit across the continent presents many 
opportunities for greening the investment space in the medium to 
long term. As stated above, energy, water and sanitation, climate-smart 
agriculture (irrigation) and disaster risk management (flood protection) 
provide ample opportunities for green investments. Africa’s renewable 
energy potential – in solar power, wind power and bioenergy – is well 
documented. Going green means finding better ways through capacity 
enhancement and technical support to integrate sustainability principles 
and standards into the design, execution and delivery of infrastructure 
projects. Developing the green bond market on the continent could 
accelerate this investment transition. 

ii. Urban development
Africa is projected to experience significant city and population growth 
in the coming decades (in Lagos, Cape Town, Nairobi, Durban, Dar es 
Salaam, Accra and Addis Ababa,).50 Cities across sub-Saharan Africa 
are expected to double in size in the next 25 years (IFC 2018). This 
presents several opportunities for local authorities and investors, such 
as the large banks, insurance companies, pension funds and venture 
capitalists, to work to encourage these cities to take the green growth 
path. The demand for more energy-efficient systems, clean mass rapid 
transport networks and vehicles, renewable energy leapfrogging, green 
buildings, climate-smart agriculture, among many other things, presents 
endless opportunities to issue green bonds and use the proceeds as a 
potent lever for a sustainable transformation of these local economies. 
The current state of indoor and outdoor pollution in many African states 
provides pointers that should stimulate action among entities with an 
environment, social and governance (ESG) focus. A recent IFC study 
on cities found that US$ 1.5 trillion of potential investment opportunities 
exists across sub-Saharan Africa alone (Table A6). Nairobi’s demand for 
water, for example, is projected to more than double by 2035, creating 
a US$ 360 million investment opportunity in the water and wastewater 
sector. More than US$ 7.6 billion in other investment opportunities is 
required to meet the demand for green buildings, sustainable transport 
and electric vehicle adoption (IFC 2018). Overall, the climate-smart 
investment potential across sub-Saharan African is estimated to be 
around US$ 783 billion in the period 2016–2030 (IFC 2016). 

iii.  Integrating sustainability into projects
Developing the green bonds market in Africa also presents an 
opportunity for other financial players to manage ESG risks more 
effectively, in the sense that it might help them to direct capital flows 
more towards sectors and projects that have environmental and indirect 
social benefits. This could lead to better overall risk management, 
build resilience to climate risks, enhance the competitiveness of these 
investors in their sectors of operation and improve their overall financial 
stability in the long term.

50) Some of these cities have pledged to achieve 
zero-carbon economies by 2050 by eliminating 
emissions from transport, buildings, energy 
production and waste management (IFC, 2018).
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iv. Opportunity for long-term financing and 
investor diversification
Compared to conventional bonds, “the green bonds market offers 
investors stable, rated and liquid investments with a long duration” 
(Carney 2019). Such a financing horizon provides a greater possibility 
for issuers to plan long term, enjoy growth over time and secure some 
level of financial stability. For this reason, “green bonds attract a long-
term investor base aligned to the maturity of the project’s life” (LSEG 
Africa Advisory Group 2018). African sovereign entities, corporations, 
agencies and local government can take advantage of this to secure 
long-term capital for sustainability-related projects. Issuing green bonds 
would also allow issuers from Africa to tap into a broader and more 
diversified investor base, given its attractiveness to the increasing 
number of investors with green or sustainability mandates. Such a 
strategy would be likely to help circumvent or minimize the risks often 
linked to the political and economic uncertainties associated with short-
term investments (LSEG Africa Advisory Group 2018).

4.3 Barriers to the development of the 
green bonds market in Africa
Green bonds are a useful tool for mobilizing additional capital to finance 
sustainability challenges in Africa but the uptake there has been low for 
a number of reasons. It is both promising and encouraging that various 
existing frameworks have made it possible for some African states to 
issue green bonds in recent years. Nonetheless, the existing literature 
and stakeholders have identified many obstacles to increasing the 
pace of development of the African green bond market (Kidney 2019; 
Benhida and Mounsif 2019; LSEG Africa Advisory Group 2018).

i. Frameworks
There is a general lack of a clear understanding of what “green” 
constitutes. This may be linked to the lack of convergence in 
frameworks, guidelines or rules and of a shared understanding. In 
addition, the processes and criteria for issuing green bonds are not 
uniform across Africa. Even where guidelines exist, many are not 
aligned with or fail to meet international standards (LSEG Africa Advisory 
Group 2018). It is possible that what may be considered green in 
one African market might not pass the checklist in another, given the 
various stages of development of green bond markets (Kidney 2019; 
Benhida and Mounsif 2019; LSEG Africa Advisory Group 2018). This 
confusion is not peculiar to the nascent African green bond market. 
Despite the significant progress made on several fronts internationally, 
not all frameworks have been harmonized. The EU’s development 
of a taxonomy for sustainable economic activity has now come part 
of the way, but is still a work in progress. Its relevance and impact 
in the African context are still unclear. The lack of clear guidelines 
on the developing African green bond market is likely to deter many 
potential investors and issuers from entering the market. There is 
also a reputational risk for domestic and international institutional 
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investors where policy inconsistencies or doubts about the use of 
proceeds contribute to issuers’ failure to protect investments against 
greenwashing. South Africa is the only African state with a sustainable 
finance taxonomy in development (SBN 2019). As noted above, 
Johannesburg’s first emerging market green municipal/city bond was a 
self-labelled bond with no external verification. Accreditation standards 
followed in the case of the City of Cape Town (LSEG Africa Advisory 
Group 2018). 

ii. Capacity
The dynamics of developing a green bond market are complex and 
require sound technical expertise. There is a general lack of capacity in 
Africa, especially within the regulatory agencies and stock exchanges, 
to effectively handle all the nuanced technical complexities involved 
in the design of verification and eligibility criteria for green assets, and 
of robust reporting standards, among other things. Even where there 
is adequate capacity in place, Africa is far from having a framework for 
common transparency practices. For example, there are no common 
rules or standards applicable to the use of green bond proceeds or to 
reporting. Thus, in the absence of technical support to build capacity, 
many of the practical issuance requirements and reporting standards 
will be a significant problem for regulators across the continent to deal 
with. The issue of lack of capacity transcends regulatory agencies. 
According to recent studies, capacity is lacking even among many 
domestic banks and some stock exchanges, thereby constraining their 
ability to help issuers to develop green bonds (Kidney 2019; Benhida 
and Mounsif 2019). The JSE stands out as the most capable of handling 
most of the technical requirements for green bond development and 
issuance on the capital market. Some banks, such as Africa’s Nedbank, 
have demonstrated a capacity to develop and issue green bonds in 
South Africa. Nedbank was the first private sector financial institution to 
develop and list a renewable energy bond on the green segment of the 
JSE in April 2019. The bond was developed in line with the Green Bonds 
Principles and the Climate Bonds Standard, but this is an exception to 
the general trend in Africa.

iii. Supporting Regulation
There is also either a lack of or insufficient supporting regulation to 
enable the market to take off at a reasonable pace and continue to 
thrive. Despite the impressive economic growth recorded by many 
African states in recent years, several vulnerabilities remain within the 
financial sector. A resilient and robust economy and financial sector 
performance supported by robust regulatory policies are necessary 
conditions for absorbing shocks and mitigating risks while also 
supporting complementary initiatives such as the green bonds market.

 

“Despite the impressive 
economic growth 
recorded by many 
African states in 
recent years, several 
vulnerabilities remain 
within the financial 
sector.”
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iv. Does size matter? 
The size of green bond issues is a significant driver of growth of 
the market. It is a signal to investors about potential investment 
opportunities. However, many of the eligible pipeline projects and 
assets in Africa identified and verified as green do not reach the size 
threshold required to attract a significant investor base. There is also 
insufficient demand for green bonds among local investors and issuers, 
possibly due to a low level of awareness of the opportunities for 
investing in green projects/assets or even a lack of understanding of 
how the entire market works. 

vii. Where are the verifiers? 
To fully meet the international standards stipulated in the Green Bonds 
Principles – or related benchmarks such as pre-issuance review 
for labelling – an independent second opinion assessment is often 
required to verify that asset identification and selection meet eligibility 
criteria, and of the use of proceeds and impact reporting. This external 
service does not come cheap as Second Party Opinion and external 
reviewers are accredited private sector consultants or entities offering 
services that are not locally accessible. There are no known qualified 
verifiers in Africa capable of offering such services. The cost of issuing 
a green bond in the light of such additional transaction costs linked to 
independent external verification could deter potential issuers and thus 
slow the pace of growth of the nascent green bond market in Africa.

viii. Is the journey worth it? 
Beyond what is reported by issuers, there is currently little or no 
evidence that green bond issues have mobilized the capital needed for 
sustainability-related investments. Empirical data cannot be generated 
without a carefully designed impact evaluation set in a specific context. 
This lack of a clear demonstration of the costs and benefits of green 
bonds could hinder the development of the market in Africa. Rigorous 
and robust empirical evidence is needed to convince stakeholders to 
scale-up take-up. 

ix. Lack of incentive structure
According to recent studies, unlike in China and the US, there is a 
dearth of fiscal incentives attached to green bonds in Africa. Currently, 
only Kenya provides fiscal incentives for issuing infrastructure bonds, 
although there is some optimism that tax incentives will be introduced 
in other African states in the future (Kidney 2019; LSEG Africa Advisory 
Group 2018). 
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5. Discussion, recommendations 
and concluding remarks

5.1 Discussion
As many African states seek to close significant infrastructure gaps 
and explore opportunities to scale-up investments in mitigation and 
adaptation as well as meet other critical social needs, green bonds 
have been presented by the international community as an innovative 
financial instrument capable of delivering long-term capital to resolve 
sustainability-related problems on the continent. This study has sought 
to map and analyse the state of sustainable finance in Africa using green 
bonds as a special case. Using both a literature survey and data from 
various recognized databases, developments in the green bond market 
have been analysed and Africa’s position placed in context. 

While green bond issuances have blossomed at the global scale in 
recent years, reaching a record level of over US$ 250 billion in 2019 and 
a cumulative total of US$ 774 billion between 2007 and 2019, Africa’s 
share pales in comparison. The nascent green bonds market in Africa 
is currently underdeveloped with very few players and a low volume of 
bond issues. While a little over US$ 2 billion has been raised to date, 
issuances have been few and far between. Only 17 deals have gone 
through and a paltry 6 states have issued green bonds since the first 
was issued by South Africa in 2012.

On a brighter note, many initiatives have been undertaken or are 
planned to take place around framework development, guidelines and 
rules, and a growing number of entrants are expected to join the list of 
market participants. Questions and concerns remain, however, about 
how to overcome systemic problems within highly heterogeneous 
African states with varying levels of infrastructure, capacity, and 
economic and financial sector development. There are also questions 
over how to leverage the emergence of green bonds to mobilize capital 
to finance green growth and climate resilience, as well as low-carbon 
economies on the continent. 

Given the thin and shallow volume of issuances emanating from 
Africa thus far, more effort is required to attract significant investor 
commitments, especially from abroad. This will require concrete 
policies and initiatives by governments and regulators working in 
concert with relevant stakeholders to boost demand and deepen the 
underdeveloped capital markets across the continent. In addition, if it 
is to achieve the impact expected, the other barriers identified above 
need to be addressed in order to spur cautious but rapid growth of the 
market for green bonds. Africa also presents many opportunities for 
developing and issuing green bonds domestically. If the right structures 
are put in place, there are significant domestic investors willing to play 
their part in attracting international investors.

There are also interesting findings on the role of multilateral 
development and financial institutions in the green bonds market in 
Africa. While the AfDB leads investment financing using green bond 
proceeds across numerous projects (48), others such as the World 

“Africa also presents 
many opportunities 
for developing and 
issuing green bonds 
domestically. If the 
right structures are 
put in place, there are 
significant domestic 
investors willing to play 
their part in attracting 
international investors.”
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Bank Group (the IBRD and the IFC) have committed the least funding 
to green assets and projects. Of course, tracking allocations may be 
more complex than it appears to external analysts and researchers. 
In addition, the IFC and the IBRD provide other significant technical, 
capacity building and financial support to African states seeking to 
develop their green finance market. As a leading development bank in 
Africa, the AfDB is expected to fully apply the proceeds from its Green 
Bond Programme to eligible projects in Africa. Most of the proceeds 
from the green bonds issued by multilateral entities are allocated to 
renewable energy and energy efficiency projects, and there is a skewed 
climate mitigation focus at the expense of adaptation. While important 
and potentially significant, these commitments by multilateral agencies 
fall short of adaptation needs in Africa (Schaeffer et al. 2013). One 
reason for the focus on mitigation might be that the conditions for 
adaptation projects and green bond financing do not match up, and 
that these conditions are less favourable for the scale-up of investment 
that is required. For recent global evidence on this trend, see Tuhkanen 
(2020).

5.2 Recommendations
The green bonds market in Africa is gaining awareness and recognition, 
and picking up momentum or traction among many stakeholders on 
the continent, For it to develop and grow at rates consistent with global 
trends, certain measures will be needed. 

i. Conduct research on current bond issues to identify good practices 
and challenges. This analysis can be used to educate and raise 
awareness among stakeholders as a first step to mobilizing more 
issuers. The aim should be to achieve the critical market size needed 
to boost confidence and attract big players from around the world to 
participate in Africa’s green finance market (Kidney 2019; Benhida and 
Mounsif 2019; LSEG Africa Advisory Group 2018).

ii. Develop the capacity of all stakeholders through training, dialogue, 
cooperation, research, and investment in data and knowledge sharing. 
Governments, auditors, local governments, corporate entities, banks, 
advisers/deal managers, reviewers, regulators and stock exchanges will 
all require training to sustain the demand and develop the market for 
green bonds in Africa. Multilateral agencies could facilitate this process 
by providing both technical and financial support. Effective collaboration 
can generate opportunities to mobilize a significant number of actors 
to issue green bonds in larger volumes and of greater value. This would 
go a long way towards deepening the green finance market in Africa 
(Kidney 2019; Benhida and Mounsif 2019; LSEG Africa Advisory Group 
2018).

iii. The processes supporting the green bond market should reflect 
local market conditions and involve local stakeholders in the design 
and rollout of appropriate national guidelines, regulations and rules. 
No single, universally accepted framework can satisfy every context 
in Africa. Guidelines should be as simple and robust as possible, with 
sovereign backing and international support, for example through 
guarantees, to build the trust and policy credibility needed to attract a 
significant investor base. Domestic investors in particular currently have 
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capacity and resources but little or no trust in the value of green bonds 
(see Kidney 2019). 

iv. Conduct research on and trial fiscal incentives to assess whether 
they stimulate interest and demand for green bonds in Africa. For 
example, could governments give tax credits/breaks to industries for 
decarbonization by issuing green bonds to finance or refinance their 
projects? This would not be straightforward, and questions remain 
around the design of such a policy intervention, whether there is 
sufficient capacity or fiscal space to provide subsidies, the benefits 
of doing so, and so on. For example, governments could cover the 
cost of second party opinions/verification for issuers. It would be 
useful to assess the application of fiscal incentives and consider 
specific examples elsewhere. Such examples are not necessarily 
endorsed in this paper, but should be considered by African states 
when tailoring their incentive structures. For example, a tax credit 
has been applied to stimulate the development of municipal and 
infrastructure bond markets in the US and India. China is considering 
the introduction of tax schemes for green bond issues.51 Another 
option for African governments might be to build the capacity of private 
sector investors interested in transforming their production processes 
away from massive fossil fuel use by providing guarantees on green 
bond issuance to scale-up investments in low-carbon industries. 
Alternatively, African governments could introduce a withholding tax 
structure for both domestic and international green bond issuers to 
boost demand and hence market growth (LSEG Africa Advisory Group 
2018). One outstanding question would be whether additionality could 
be guaranteed.

v. Identifying the quality of the pipeline of projects – either green or 
perhaps brown, that is projects that are heavily dependent on fossil 
fuels, that require (re)financing to transition towards green – and 
structuring such deals will be critical. The current portfolio of eligible 
pipeline projects and assets is likely to be of insufficient quality 
or quantity to attract large-scale capital flows through green bond 
investments in Africa (Kidney 2019). Africa might need to apply a variant 
of “shades of green criteria” when identifying and classifying its green 
assets. The shades of green concept was introduced by CICERO to 
address a key drawback of the green bond principles/standards. The 
green bond principle simply classifies a bond as green or not, with no 
room for any differentiation. CICERO’s methodology, however, uses 
three levels of grading as part of its second opinion assessment to 
classify projects against the long-term environmental impact of green 
bond investments: “Dark Green”, “Medium Green” and “Light Green”. 
This classification is an essential source of information for investors on 
the quality of green bonds and their impact on the environment. 

vi. For the green finance market to thrive, a prudent mix of fiscal and 
monetary policy will be important in many African economies in order to 
maintain investor confidence. The macroeconomic instability inherent 
in many African economies – especially regarding recent episodes 
of upside risks around high debt distress and debt sustainability 
concerns after years of debt build-up – could have cascading effects 
on investment flows of unpredictable proportions. An economy 
experiencing solvency challenges, for example, might have its credit 
rating downgraded, which would send a negative signal to the investor 

51) The US Obama administration deployed 
a number of tax credit schemes to support 
green investments. See e.g. https://www.
climatebonds.net/files/files/10%20point%20
policy%20guide.pdf

https://www.climatebonds.net/files/files/10%20point%20policy%20guide.pdf
https://www.climatebonds.net/files/files/10%20point%20policy%20guide.pdf
https://www.climatebonds.net/files/files/10%20point%20policy%20guide.pdf
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community to hold on to its funds or even look for a location where 
investors can be assured of a lower probability of future sovereign 
default, and hence guaranteed a return on investments, be they green 
or conventional bonds. 

5.3 Conclusions
If scaling-up green bond markets in Africa appears promising from the 
perspective of issuers and investors, it is crucial that local conditions 
are truly reflected in the design and implementation of guidelines, and 
that there is alignment with national development priorities. Without 
domestic or state ownership and a focus on local contexts, results are 
likely to be disappointing. It is possible that the shades of green mantra 
on green bonds will be more appropriate for Africa. For a commentary 
on fifty shades of green see Carney (2019). 

Like the AfDB, we conclude that more research is needed to assess 
the potential for the green bond market to unlock significant new 
capital for climate action investment flows in African states (AfDB 2018). 
Green bonds and other sustainability-related bonds are likely to be 
complementary to international and local resource mobilization efforts, 
but should not be viewed as a panacea for African states’ struggles 
with financing sustainable development on the continent. In order 
to advance the market, a better understanding of the perspectives 
of African states, regulators, stock exchanges and potential issuers 
on the role of green bonds will be needed, together with a better 
understanding of the needs and expectations of regional and 
international investors. Most importantly, outstanding issues around 
the lack of capacity, the need for supporting regulatory policies and 
the need for incentives to ramp up private sector participation must be 
addressed in order to deliver any impact from green bonds in Africa.
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Appendix

Table A1: Global sovereign Green Bond issuers

Year of first 
issue

Issuer Total issued 
(US$)

Climate Bonds 
Certified

Sector

2016 Poland 4.3bn  Energy, transport, land use

2017 France 25.5bn  Energy, buildings, transport, waste, land use, adaptation and 
resilience (A&R)

2017 Fiji 47.7m  Energy, transport, water, waste, land use, A&R

2017 Nigeria 30m √ Energy, transport, water, land use

2018 Indonesia 2bn  Energy, buildings, transport, waste, land use, A&R

2018 Kingdom of Belgium 8.2bn  Energy, buildings, transport, waste, land use, A&R

2018 Lithuania 23.9m  Buildings

2018 Ireland 5.7bn  Energy, buildings, transport, water, land use, A&R

2018 Seychelles 15m  Land use

2019 Dutch State Treasury 
Agency

6.7bn √ Energy, buildings, transport, water

2019 Nigeria 41m √ Energy, transport, water, land use

2019 Hong Kong SAR 1bn  Energy, buildings, transport, water, waste, land use, industry

2019 Chile 6.2bn √ Energy, buildings, transport, water

Source: Climate Bonds Initiative, February 2020. 
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Table A2: African green bond issuers, 2014–2019

Issuer Country Value 
(m)

Currency US$ 
(m)

Issuer 
type

Standard Settlement 
date

Maturity date Tenor

Acorn Project 
Limited

Kenya 4300 KES 41 Corporate  10/3/2019 10/2/2024 5

Federal 
Government of 
Nigeria

Nigeria 15000 NGN 41 Sovereign Green Bond 
Principles

6/13/2019 6/13/2026 7

Nedbank South Africa 1662 ZAR 117 Financial 
Institution

Green Bond 
Principles

4/30/2019 2022/04/30 - 
2026/04/30

7;5;3

North South 
Power

Nigeria 8500 NGN 23 Corporate Green Bond 
Principles

2/28/2019 2/28/2034 15

Access Bank Nigeria 15000 NGN 41 Financial 
Institution

Green Bond 
Principles

3/18/2019 3/18/2024 5

Bank of 
Windhoek

Namibia 66 NAD 5 Financial 
Institution

Green Bond 
Principles

12/6/2018 12/6/2021 3

Casablanca 
Finance City

Morocco 355 MAD 38 Agency  9/24/2018 9/24/2033 15

Growthpoint South Africa 1100 ZAR 97 Corporate Green Bond 
Principles

3/9/2018 2023/03/09 - 
2028/03/09

10;7;5

Federal 
Government of 
Nigeria

Nigeria 10690 NGN 30 Sovereign Green Bond 
Principles

12/22/2017 12/22/2022 5

City of Cape 
Town

South Africa 1000 ZAR 74 Municipal  7/17/2017 7/17/2027 10

BMCE Bank Morocco 500 MAD 48 Financial 
Institution

 11/21/2016 11/21/2021 5

Moroccan 
Agency of 
Sustainable 
Energy S.A

Morocco 1150 MAD 104 Agency  11/4/2016   

City of 
Johannesburg

South Africa 1460 ZAR 138 Municipal  6/9/2014 6/9/2024 10

Republic of 
Seychelles*

Seychelles 15 USD 15 Sovereign  10/11/2018 10/11/2028 10

Source: Environmental Finance bond database 

Note: * a sustainable bond with proceeds supporting sustainable marine and fisheries projects.
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Table A3: AfDB green bond issuances since, 2013

Currency Issue Size Coupon Issue 
date

Maturity 
Date

Tenor Lead Managers Amount (US$ 
million)

Allocation 
to eligible 
green 
projects

NOK 500,000,000 1.50% 4-Apr-19 11-Apr-22 3 SEB 58 Missing data

SEK 1,250,000,000 0.38% 4-Apr-19 11-Apr-24 5 SEB 134 Missing data

USD 500,000,000 3.00% 27-Nov-18 6-Dec-21 3 BofA Merrill Lynch; Crédit 
Agricole CIB; J.P. Morgan 
SSA Syndicate; Wells 
Fargo Securities, LLC; TD 
Securities

500 Missing data

USD* 100,000,000 3.00% 27-Nov-18 18-Nov-20 2 BofA Merrill Lynch; Crédit 
Agricole CIB; J.P. Morgan 
SSA Syndicate; Wells 
Fargo Securities, LLC; TD 
Securities

100 Missing data

AUD 60,000,000 3.50% 31-Oct-17 15-Dec-31 14 Nomura 47 77%

AUD 55,000,000 3.50% 6-Dec-16 15-Dec-31 15 Nomura 40 93%

SEK 1,250,000,000 0.38% 24-Nov-16 1-Jun-22 3 Nordea Markets 137 43%

USD 500,000,000 1.38% 9-Dec-15 17-Dec-18 3 Barclays, Crédit Agricole 
CIB, Deutsche Bank

500 100%

SEK 1,000,000,000 1.75% 6-Mar-14 12-Mar-19 5 Nordea Markets 156 100%

SEK 1,000,000,000 3-month 
Stibor

17-Feb-14 24-Feb-19 5 Nordea Markets 154 100%

USD 500,000,000 0.75% 18-Oct-13 18-Oct-16 3 J.P. Morgan, Morgan 
Stanley and SEB

500 80%

Source: Updated with missing data from the AfDB website;  
https://www.afdb.org/en/topics-and-sectors/initiatives-partnerships/green-bonds-program/green-bonds-issues

Note: Issues not in US$ have been converted using the monthly average exchange rates to the dollar for the month corresponding to the year of issue with data from the 
IMF’s International Financial Statistics (IFS) database

* First issue of a SOFR-linked Green Bond to the market
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Table A4: List of eligible projects in the AfDB green bond portfolio as of December 2019

Project name Country Project type Loan 
currency

AfDB 
financing 
(in currency 
million)

Allocated 
amounts 
outstanding to 
green projects 
(in currency 
million)

AfDB 
financing 
US$ 
million)

Buseruka Hydropower Project Uganda Hydro USD 13 5 13

Gabal El-Asfar Wastewater Treatment Plant - 
Stage II, Phase II Project

Egypt Water & 
wastewater 
management

EUR 53 42 59

Power Transmission and Distribution 
Development Project

Morocco Energy 
Efficiency

EUR 110 57 122

The National Irrigation Water Saving 
Programme Support Project (PAPNEEI)

Morocco Water & 
wastewater 
management

EUR 54 28 60

The Electricity Distribution Networks 
Rehabilitation and Restructuring Project

Tunisia Energy 
Efficiency

EUR 48 28 53

Cabeólica Wind Power Project Cabo Verde Wind EUR 15 8 17

Kivuwatt Project Rwanda Biogas USD 50 18 50

Ouarzazate Solar Power Station Project - 
Phase I (NOORo 1)

Morocco Solar EUR 168 83 187

ONEE Integrated Wind/Hydro and Rural 
Electrification Programme

Morocco Wind EUR 419 154 466

Project to Improve the Quality of Treated 
Water

Tunisia Water & 
wastewater 
management

EUR 32 21 36

Itezhi-Tezhi Power Project Zambia Hydro USD 35 24 35

Lake Turkana Wind Power Project Kenya Wind EUR 115 94 128

Ouarzazate Solar Complex Project - Phase 
II (NOORo II)

Morocco Solar EUR 72 71 80

Ouarzazate Solar Complex Project  
- Phase II (NOORo III)

Morocco Solar EUR 28 28 31

Transnet rail expansion South Africa Clean 
Transportation

ZAR 3500 3403 242

Xina Solar One Project South Africa Solar ZAR 1063 817 74

Mahe Sustainable Water Augmentation 
project

Seychelles Water & 
wastewater 
management

USD 21 8 21

Dar Es Salaam Bus Rapid BRT Project Tanzania Clean 
Transportation

USD 97 18 97

Uganda Rural Electricity Access Project Uganda Energy 
Efficiency

USD 100 14 100

Mekele-Dallol and Semera-Afdera Power 
Supply for Industrial Development and 
Access Scale-up Project

Ethiopia Energy 
Efficiency

USD 105 14 105

Form Ghana Reforestation Project Ghana Forestry 
Conservation

USD 14 10 14

Segou Solar Power Plant Mali Solar EUR 8 9

National Irrigation Water Saving Programme 
Support Programme  
- PHASE II (PAPNEEI-2)

Morocco Water & 
wastewater 
management

USD 88 9 88

Railway Infrastructure Reinforcement 
Project

Morocco Clean 
Transportation

USD 112 104 112

Facility for Energy Inclusion (FEI) Multinational Renewable 
Energy

USD 50 50

Farm Income Enhancement and Forestry 
Conservation Programme - Project 2

Uganda Water & 
wastewater 
management

USD 77 39 77

Achwa 2 Hydro Power Plant Uganda Hydro USD 20 18 20

Nachtigal Hydro Power Project Cameroon Hydro EUR 150 29 167
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Singrobo - Ahouaty Hydropower Project Cote d’Ivoire Hydro EUR 50 56

Solar Photovoltaic Power Project under the 
Egyptian Feed-in-Tariff Program - Round 2 
Alcazar I

Egypt Solar USD 18 11 18

Delta for Renewable Energy - Round 2 
Alcazar Solar II

Egypt Solar USD 18 11 18

Shapoorji Pallonji Solar PV Egypt Egypt Solar USD 12 10 12

Noor Midelt Solar Complex Project  
- Phase I (NoorM I)

Morocco Solar USD 73 73

Noor Midelt Solar Complex Project  
- Phase I (NoorM II)

Morocco Solar USD 167 167

Cameroon and Chad Power 
Interconnection Project

Multinational Energy 
Efficiency

EUR 218 242

Dakar-Diamniadio-AIBD Regional Express 
Train Project - Phase I

Senegal Clean 
Transportation

EUR 183 95 203

Bujagali Energy Limited 2 Uganda Hydro USD 105 61 105

Nairobi Rivers Basin Rehabilitation 
and Restoration Program : Sewerage 
Improvement Project - Phase II

Kenya Water & 
wastewater 
management

EUR 59 66

Green Zones Development Support 
Project - Phase 2

Kenya Forestry 
Conservation

EUR 5 6

Kopere Solar Power Project Kenya Solar USD 18 18

Kenya Quantum Power project Kenya Geothermal USD 30 30

Supplementary Financing for Kenya under 
the Ethiopia-Kenya Electricity Highway 
Project

Multinational Energy 
Efficiency

EUR 27 30

Redstone 100 MW Concentrated Solar 
Power Project

South Africa Solar ZAR 3000 208

Support Project for Cotonou Stormwater 
Drainage Programme (PAPC)

Benin Water & 
wastewater 
management

EUR 61 68

”Desert-to-Power Initiative”  
- Yeleen Solar Plant Development and 
National Electricity System Strengthening 
Project

Burkina Faso Solar EUR 49 54

Djermaya 32 MWp Solar PV IPP Chad Solar EUR 18 20

Water Valorisation for Value Chains 
Development Project

Senegal Water & 
wastewater 
management

EUR 61 68

Project to develop and equip the Power 
and Transmission Grid (PAERTE)

Tunisia Energy 
Efficiency

EUR 108 120

Source: AfDB’s portfolio selection database https://www.afdb.org/en/topics-and-sectors/initiatives-partnerships/green-bonds-program/portfolio-selection

Note: US dollar equivalent of financing not originally in US$ have been converted using the national currency per US$ period average for December 2019 obtained from 
the IMF’s IFS database.
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Table A5: IBRD green bond commitment by sector and region 

Panel A: By sector     
Amounts in US$ billion Committed* Allocated & 

outstanding

 Mitigation Adaptation Total

Renewable energy & energy efficiency 6.1 0.1 6.2 4.4

Clean transportation 5 0.2 5.1 3.1

Water & wastewater 0.1 1.3 1.3 0.8

Solid waste management 0.1 0 0.1 0.1

Agriculture, land use, forests & ecological resources 0.5 2.4 2.9 1.3

Resilient infrastructure, built environment & other 1 0.4 1.4 0.8

Total 12.8 4.3 17.2 10.5

Percentage 75% 25% 100%

Panel B: By Region     
Amounts in US$ billion Committed % Committed* Allocated & 

Outstanding

Africa 1% 0.1 0

East Asia & Pacific 34% 5.9 3.7

Europe & Central Asia 13% 2.2 1.7

Latin America & Caribbean 25% 4.4 3

Middle & North Africa 5% 0.9 0.5

South Asia 21% 3.7 1.7

Total 100% 17.2 10.5

Source: World Bank (2019): The World Bank Green Bond Impact Report 2019

Note: * Amounts may not add up due to rounding.

Table A6: Investment potential in cities by region and sector to 2030

East Asia & 
Pacific

South Asia Europe & 
Central Asia

Middle East & 
North Africa

sub-Saharan 
Africa

Latin America & 
Caribbean

Total

Waste $82 bn $22 bn $17 bn $28 bn $13 bn $37 bn $200 bn

Renewable 
energy

$266 bn $141 bn $88 bn $31 bn $89 bn $226 bn $842 bn

Public transport $135 bn $217 bn $116 bn $281 bn $159 bn $109 bn $1 tn

Climate-smart 
water

$461 bn $110 bn $64 bn $79 bn $101 bn $228 bn $1 tn

Electric vehicles $569 bn $214 bn $46 bn $133 bn $344 bn $285 bn $1.6 tn

Green buildings $16 tn $1.8 bn $881 bn $1.1 tn $768 bn $4.1 tn $24.7 tn

Total $17.5 tn $2.5 tn $1.2 tn $1.7 tn $1.5 tn $5 tn $29.4 tn

Source: Adapted from IFC (2018)

Note: Amount in US$ where bn and tn denotes billion and trillion respectively.

Increasing investment
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