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Green bonds — two steps forward, one step back?

Green bond issuance passes a milestone, but there is still a race to be run. With worldwide green bond issuance
breaking through the $500bn mark, it brings up the question, in which direction the market should take from here.
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Focus on long-term climate goals

Looking ahead to the next wave of issuance, we think addressing these issues can’t come soon enough. Take for

Moreover, this figure represents around three-quarters of the annual financing gap of new capital needed for
renewable energy and energy efficiency projects if there is to be a realistic chance of hitting the EU’s 2030 climate
goals. Fibre broadband will certainly play a role in the ecosystem of solutions needed to meet this goal: for example,
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connecting smart devices that can enable energy efficiency. However, given the fresh concerns around
additionality, in our view there is a growing expectation that investors should consider the relative impact of
projects like this against those which will potentially play a more significant role in helping to achieve long-term
climate goals. Investing in green bonds for potentially business as usual projects comes at an opportunity cost of
unfunded projects.

Addionality as key driver for growth

Our engagements with green bond issuers across industries and geographies has encouraged us that the issue of
additionality is no longer just treated as a nice-to-have concept, and the EU Sustainable Finance Action Plan is
helping to bring it in from the periphery. With market participants hopeful that green bonds can be recognised for
their potentially pivotal role in helping deliver solutions for pressing global sustainable development challenges, the
main challenge will be for the market to address the impression that additionality is in some way an impediment to
further growth. In our view, given the scale of the annual financial gap, additionality — if it can be demonstrated —
will instead be a key driver for growth in the market for green bonds.

Our approach

Overall, we warmly welcome the market’s expansion in recent years. Labelled green bonds now account for 23% of
the assets within the Jupiter Global Ecology Diversified fund, complementing the core holdings of the portfolio in
corporations offering solutions to environmental and sustainable challenges. To be clear, green bonds typically do
not finance green projects, instead they finance corporations who in turn promise to invest in green projects. From
an ‘impact’ perspective this subtle distinction is important and is why we have continued to tighten the criteria we
apply to green bonds for investment as the market matures. Alongside our financial analysis we seek green bonds
from organisations with robust environmental sustainability strategies which are directly linked into a green bond
framework, providing a clear pathway to achieving those objectives through additional projects in future.

Sources:

1.  Credit Agricole Green Bonds 2019 Roadmap — Can they grow against the flow? 11/12/18

2. http://europa.eu/rapid/press-release IP-18-3729 en.htm
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https://www.jupiteram.com/UK/en/Professional-Investors/Insights/Rhys-Petheram/Rhys-Petheram-Views-on-the-

standards-for-green-bonds
GBP ‘observers’ include stakeholders such as governments, NGOs and other organisations involved in sustainable finance.
ICMA The Green Bond Principles Annual Consultation Feedback, 7 February 2019

https://ec.europa.eu/info/sites/info/files/180730-teg-statement_en.pdf

U

Green washing can be defined as “the risk that products and services which are marketed as sustainable or climate-friendly
in reality do not meet the sustainability/climate objectives claimed to be pursued” http://europa.eu/rapid/press-
release_MEMO-18-3730_en.htm

8. https://www.ftthcouncil.eu/documents/Reports/2017/FTTH%20Council%20Cost%20Model%202017_final.pdf

Important information

The information contained in this press release is intended solely for members of the media and should not be
relied upon by private investors or any other persons to make financial decisions.

This communication, including any data and views in it, does not constitute an invitation to invest or investment
advice in any way.

This document is for informational purposes only and is not investment advice. Market and exchange rate
movements can cause the value of an investment to fall as well as rise, and you may get back less than originally
invested.
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The views expressed are those of the Fund Manager at the time of writing, are not necessarily those of Jupiter as a
whole and may be subject to change. This is particularly true during periods of rapidly changing market
circumstances.
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