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Chinese banks are active in the waste sector 
A total of six Chinese banks have issued green bonds to finance 
mostly waste management assets and projects. The first one came 
from Industrial Bank in January 2016: the USD401m equivalent 
ABS deal comprised an asset pool of 42 green loans from 29 
borrowers selected against strict criteria from the Bank’s overall 
loan portfolio and covering areas such as pollution control and 
materials recycling. Huishang Bank adopted a similar approach for 
its USD154m equivalent bond from September 2017. Two out of 
the six eligible project categories related directly to waste 
management (pollution prevention and resource conservation & 
recycling) and received half of the total green bond proceeds.   

Local and national governments fund waste 
management projects through green bonds 
Local governments play a key role in financing basic infrastructure. 
Funding waste management via green bonds is therefore a natural 
fit. Indeed, local governments have so far allocated approximately 
USD1.1bn to waste management assets and projects, 
corresponding to 2% of their total green bond issuance volume. 
Most of this has come from municipal issuers across the US.  

The California Pollution Control Financing Authority has issued four 
green bonds with a total volume of USD419m. The inaugural deal 
from June 2017 financed a rice straw recycling facility with several 
benefits related to preventing pollution – both by abating the 
emissions of potent GHGs such as methane, as well as avoiding 
volatile organic compound (VOC) emissions. The agricultural 
waste rice straw is treated and then reused for making non-toxic 
medium-density fibreboard (MDF), a material commonly used in 
furniture and building components.  

The City and County of Honolulu issued a USD20m green bond in 
September 2017 and USD190m a year later to refinance the 
expansion of the H-Power waste-to-energy facility. The plant 
converts some 2,000 tonnes of waste into electricity daily, 
powering 60,000 homes on the island of Oahu. The expansion 
added a third boiler and enabled the plant to begin processing 
sewage sludge and associated bulky waste. Overall, the facility 
allows the city to divert nearly 90% of non-recycled waste from 
landfill and makes it one of the highest-ranking in the country. 

The Pennsylvania Economic Development Financing Authority 
issued a USD50m green bond in August 2019 to lend funds 
onward to a waste-to-energy company called Covanta operating 
across several counties in the Authority’s jurisdiction. The 
proceeds were allocated to improving the recycling of non-ferrous 
metals as well as on a processing system that allows for the 
beneficial re-use of ash from the waste-to-energy operations. The 
system will allow the company to recover both small metal 
fractions as well as aggregate for construction material, thereby 
reducing the amount of ash going to landfill by an estimated 65%. 

New Jersey state’s Union County Improvement Authority tapped 
into the green bond market to finance a sludge and solid waste 
processing plant. Its October 2019, USD50m green muni bond 
funded a facility that uses a specific gasification technology to 
process sludge waste and convert it into thermal energy along 
with biochar – a charcoal-like substance that can be used to 
sequester carbon. The facility is estimated to be able to convert 
about 430 tonnes of wet sludge into 19 tonnes of useable biochar 
every day and is expected to be fully operational by Q1 2021.  

The labelled loans market  
In addition to bond issuance, waste management projects have also 
been financed through the labelled loans market. There has been 
ample activity, particularly in the broader European market and 
the Nordic region more specifically. Examples of borrowers range 
from local governments to food retailers, steel producers and real 
estate companies. On the lender side, regionally specialised 
development banks have taken a leading role in providing capital 
for county, city and municipality-level infrastructure projects; on 
the corporate side, commercial banks often represent the key 
sources of funding.  
 

Green and KPI-linked loans for waste 
management and resource efficiency  
Green and sustainability loans are issued by financial 
institutions to fund green projects and assets, often in line with 
a recognised set of principles such as the Loan Market 
Association’s (LMA) Green Loan Principles. An emerging trend 
in the labelled loan space is the KPI-linked model, where the 
margin is tied to the borrower meeting a set of sustainability-
related Key Performance Indicators (KPIs) within a set 
timeframe. The LMA has published the Sustainability Linked 
Loan Principles as guidance to lenders and borrowers. 

Lenders include, for example, Japanese Mizuho Bank. The Bank 
was part of a syndicate issuing a SGD65.4bn (USD47bn) green 
loan in May 2016 to a special purpose company contracted by 
the Singaporean National Environment Agency to construct a 
large-scale waste-to-energy plant. The SPC is a joint venture of 
Singapore’s Hyflux Group and Japan’s Mitsubishi Heavy 
Industries. The plant will be able to process up to 3,600 tons of 
waste per day, generating 120 megawatts (MW) of electricity. 

Denmark’s Danske Bank issued a green loan to Finnish waste 
management firm Kuusakoski Recycling in June 2019. The 
funding will enable the expansion and improvement of the 
firm’s recycling operations in the Heinola Plant in southern 
Finland. The investment is estimated to increase the amount of 
metals recycled by approximately 2,000 tonnes per year.   

On the borrower side, European waste management 
companies have actively utilised the green loan structure. 
Tradebe (Spain) was the first to seek a green syndicated term 
loan in June 2017 to finance general corporate purposes as a 
pureplay company. Spanish bank BBVA headed the syndicate. 

In the KPI-linked loan space, Renewi, also a green bond issuer, 
made headlines when it converted its EUR550m banking facility 
into a syndicated “sustainability improvement loan” in May 
2018 – said to have been the first of its kind for a UK company.  

Italian multi-utility company Hera agreed on a syndicated 
EUR200m ESG-linked revolving credit facility in May 2018. The 
facility included a price adjustment mechanism contingent on 
three KPIs: reduced CO2 emission intensity, increased waste 
recycling rates, and lower energy consumption. 

French waste utility Séché Environnement sought green 
financing through a EUR150m revolving credit facility and a 
EUR50m term loan in July 2018. Both incorporated 
environmental, social and governance (ESG) objectives as a 
requirement for more favourable financing terms. 
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also created the Sharing Economy Trust Mark: an indicator aimed 
at evoking consumer confidence, a lack of which has been quoted 
as a barrier to more widespread adoption of the SE applications in 
the country.21,22 As this segment of the Japanese economy 
expands – as is expected along with its upcoming integration to 
the country’s GDP calculations – green and other labelled bonds 
and loans can support the growth of SE companies.23  

Green and sustainable bonds 
In addition to the Japanese examples of Daiken Corporation and 
Kaneka Corporation, there are ample examples globally of firms 
embracing CE and green bonds. For example, Italian and Dutch 
banks Intesa Sanpaolo and ING, Norwegian seafood producer 
Mowi, Dutch electronics conglomerate Philips and US-based glass 
packaging manufacturer Owens-Illinois have all issued green / 
sustainability bonds to finance CE activities in their own industries 
or, in the cases of the banks, across multiple ones. Typical 
examples of assets and projects include CE adapted products 
aiming to integrate recovered and/or reused resources; research 
and development work into new materials that sometimes rely on 
wastes or otherwise more sustainable feedstock alternatives; as 
well as service and sharing based new business lines.  

Other investment products 
The wider financial services industry is also taking note of the CE 
trend. Over the last few years a number of index providers have 
launched specialist products: for example, ECPI launched a CE 
equity index, Solactive established a sharing economy focused 
index and MSCI introduced a CE and renewable energy 
index.24,25,26 On the investment management side, US-based 
BlackRock and Swiss peer RobecoSAM recently launched 
dedicated CE equity funds.27,28 The asset management arm of 
French bank BNP Paribas created an exchange-traded fund (ETF) 
that tracks the ECPI Circular Economy Leaders Index.29  

Green investment barriers and enablers 
Although there is clear investor demand for green products, 
including those specific to waste management, a lack of supply 
persists. Based on Climate Bonds research, the key barriers relate 
to a lack of common standards around what constitutes green 
(definitions) and the issuance process itself, including framework 
design; external reviews; and ongoing transparency and 
disclosure. Standardising definitions and the process itself could 
help issuers to more easily identify a sufficiently large pipeline of 
green assets – including for waste management as well as 
resource efficiency and circular economy more broadly – whilst 
avoiding greenwashing and boosting investor confidence. A more 
streamlined approach would also likely bring down the transaction 
costs of issuing green debt especially for debut issuers – another 
perceived barrier highlighted by several market participants.30 
 
The role of policymakers and regulators is crucial in addressing the 
obstacles to scaling up the green bond market. A well-known 
example of a specific policy initiative expected to accelerate 
market growth comes from the European Commission. In 2016, 
the Commission set up a High-Level Expert Group on Sustainable 
Finance. The HLEG published a Sustainable Finance Action Plan, 
which recommended the adoption of a common classification 
system for sustainable economic activities. A Technical Expert 
Group (TEG) tasked with proposing technical performance criteria 

was set up in 2018, and published a draft EU Taxonomy on 
Sustainable Finance in June 2019, and a final version in March 
2020.31 The proposed Taxonomy sets out a framework for 
assessing the contribution of an economic activity to climate 
change mitigation and adaptation. Additionally, it requires that 
economic activities “Do No Significant Harm (DNSH)” to the 
following areas: 
• Sustainable Use and Protection of Water and Marine Resources 
• Transition to a Circular Economy, Waste Prevention and 

Recycling 
• Pollution Prevention and Control 
• Protection of Healthy Ecosystems 

Initiatives specific to circular economy financing have been 
pioneered by, for example, the FinanCE Working Group set up by a 
consortium of European banks, investment funds and academia in 
2014. The Group published an in-depth study of the role of capital 
in achieving a circular economy in March 2016.32 Furthermore, a 
subset of the Group led by Dutch banks ABN AMRO, ING and 
Rabobank released the Circular Economy Finance Guidelines in July 
2019. The document provides guidance for financiers on 
definitions, as well as outlining the requirements for CE 
companies and projects to access equity and credit markets, 
including through green bond issuance.  

Other European entities have been active in this space as well: for 
example, the European Investment Bank (EIB) supports both the 
public and private sectors in CE activities. They engage in risk-
sharing in financing CE projects, define funding gaps through 
market studies, and structure and implement investment 
platforms applicable to CE-focused companies and projects.  

The European Commission’s activities in the CE arena have been 
focused on research and information provision. For example, the 
EC published a paper titled “Accelerating the Transition to the 
Circular Economy”, which investigated the barriers of access to 
finance for CE projects and companies. It found issues similar to 
those that apply to the wider green finance universe, namely the 
lack of proper standards, definitions and classifications 
(taxonomy) for circular economy green bonds and other 
investment. However, as noted in the paper, the EU TEG and the 
Sustainable Finance Taxonomy offer a potential avenue for 
implementation: the TEG could “develop a definition of what 
constitutes circular economy activities that could be financed 
through bond issuances”.33 The definitions could then be 
integrated into the EU Green Bond Standard, and the model could 
be replicated and adapted to other regions across the world. 

Other examples of widely applicable green bond policy instruments 
include incentives for making green bond issuance cheaper. For 
instance, governments could introduce tax deductions (see 
Malaysian example below) or grants to cover issuance expenses, 
such as obtaining an external review. Further, especially for 
increasing waste management allocations, the importance of 
government issuance at various levels cannot be understated. 
Demonstration issuances across the world can help to grow 
existing markets and catalyse new ones. Paired with clearer 
definitions, they can also help to facilitate additional capital 
allocations to the sectors (waste management) and themes (CE) 
with the largest investment gaps.
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Conclusions and outlook 
Recent years have seen increasing movement towards the 
diversification of both the issuer base as well as the industry 
sector mix of projects and assets financed with green bonds. 
Although investments into waste management remain small, the 
broader emerging trends of resource efficiency and circularity are 
likely to facilitate growth.  

The green finance universe is characterised by innovation, 
evidenced by some of the new circular economy and resource 
management focused products, such as funds and indices, that 
have already emerged. Once these become better defined and  
more mature, corporates relying on traditional debt financing are 
likely to take note. This trend is already visible in companies across 
several industry sectors ranging from chemicals manufacturing to 
banking quoting “circular economy” in their green bond 
frameworks and applying the concept to their products, services 
and operations.  

 

 

Japan is already at the forefront of advancing the circular economy 
agenda, including a focus on minimising and managing different 
types of waste. The country is well placed to benefit from 
leveraging its leadership to scale up activity and financing in this 
area. However, this requires a continued, concerted effort across 
sectors to create a regulatory framework within which there are 
clear definitions of what circular economy means and how 
different actors in the economy can seek financing for assets, 
projects and activities that qualify under such definitions.  

Furthermore, there is a continued need for additional consumer 
education to eliminate possible negative connotations and 
emphasise the variety of benefits of using, for example, remade 
products, sharing platforms or goods as a service. Not only could 
all the above provide essential climate mitigation benefits, but 
also help to navigate uncertain global economic conditions, 
facilitate resource independency, and alleviate the challenges of 
changing domestic demographics.
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Examples of green bond incentives  
Hong Kong’s Green Bond Grant Scheme provides up to HKD800k subsidy to offset the cost of obtaining a Green Finance Certification 
Scheme (GFCS) established by the Hong Kong Quality Assurance Agency. Additionally, the Hong Kong Monetary Authority announced a 
three-year Pilot Bond Grant Scheme in May 2018, which provides grants of up to half of the issuance expenses of each green bond (up to 
HKD2.5m) for qualifying issuers.  

Japan’s Financial Support Programme for Green Bond Issuance offers subsidies of up to JPY40m (USD0.36m) to cover the expenses in 
respect of external services such as granting external reviews and consultation to issue Green Bond in compliance with the Green Bond 
Guidelines, which are consistent with international standards and definitions, such as the Green Bond Principles. 

Malaysia offers SRI Sukuk tax deduction on issuance costs until 2020. While not related just to green bonds, it also offers tax incentives 
for green technology activities across several key industries, including waste management as well as energy, buildings and 
transportation. It also offers financing incentives under the Green Technology Financing Scheme (GTFS).  

Singapore’s Green Bond Grant Scheme assists eligible issuers with 100% of the costs of an external review up to SGD100k (USD73k). 
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