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Financing for Sustainable Development, INFFS and blended finance

Three key pillars in support of the 

AAAA:

I. Mobilising and leveraging finance 

where needs are greatest 

• Using all sources of finance, 

recognising both public and 

private instruments, and the use 

of blended finance.

II. Aligning finance to the SDGs to 

ensure no country and no goals are 

left behind. 

III. Achieving SDG impact at country-

level (i.e. through country-led national 

finance plans, such as integrated 

national financing frameworks). 
Importantly, blended finance can feature among the range of financing sources available to countries, 
and the financing and risk strategies outlined in Integrated National Financing Frameworks can likewise 
better inform blended finance investments. 
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Blended finance is the strategic use of 
development finance  for the mobilisation of 
additional finance towards sustainable 
development in developing countries.
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Maximise all available financial resources to mobilise



Blended finance approaches to mobilise the 

private sector 
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Blended Finance Structures and Instruments



3 – Implementation and capacity, in particular in LDCs and SIDS
Of the top 20 recipients for private finance mobilised in 2018-20, only one country 
(Mozambique) is a LDC

Key challenges in blended finance implementation
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Source: OECD (2022), Amounts of private finance mobilised
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2 – Scaling blended finance in social 

sectors

1 – Missing frameworks for developing 

countries,

incl. LDCs and SIDS
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Private finance mobilised: Latest data (USD billion)

Source: OECD (2022), Amounts of private finance 

mobilised



Private finance mobilised by sector and income group, 2018-20 
average, in USD billion

Source: OECD (2022), Amounts of private finance mobilised



• Common language on, definition’s,  data and evidence: 

– provide clarity to the private sector and other market participants on what 
is blended finance,

– ensure collective action in building the markets necessary for development 
and achievement of the SDGs

– address the criticism of opaqueness frequently levied at blended finance

– Come together around common data sources such as GEMs. Greater 
granularity would allow for a better understanding on the different risk-
return profiles of UMICs and LDCs, or between commercial and social 
sectors,

– Include evidence on impact of investment on sustainable development

Factors that would further support Blended Finance



MDFIs’ and DFIs’ risk, return and development model 

needs to be addressed

• Firstly, greater clarity on those DFIs that are making significant financial returns but at the 

same time not delivering sizeable pipelines of projects could be scrutinised. Portfolios could 

then be examined to determine whether further risk would allow for greater development 

impact, particularly in LDCs and social sectors.

• •Secondly, although DFIs are independent, efforts could be made to organise them around 

thosewilling to take on greater risk exposure at the expense of scale, while those DFIs with a 

creditrating could focus on scale. 

• These two approaches could also be combined across joint funds andfacilities in order to help 

reduce and share risk, at the same time as creating both impact and scale.



MDFIs’ and DFIs’ operational framework 
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Moving into less commercial sectors and economies is therefore likely to be at the expense of profitability. This 
links back to the governance issue, and calls for systemic change, particularly in those MDFIs and DFIs that 
have to be profitable.



Accelerate Mobilisation 

• Innovators on capital markets have developed thematic financial 
instruments to accelerate progress towards the SDGs, which can be 
broadly defined as “sustainability-linked financial instruments”, for 
example GSSS Bonds. 

– GSSS issuance in OECD country capital markets, where a greenium exists,  provides cheaper financing 
to the issuer, which could be then be on-lent into projects in riskier and higher returning developing 
country markets.

– And in local currency in developing country markets

• Capital provided by GSSS bond issuance should have the same goals 
as ODA: Leave no one behind, and encourage greater efforts by DFIs 
and MDFIs to move not only into climate but also social sectors 
which differentiates them from green bonds. 



Introduction to the GSSS bond market
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• The GSSS bond market is 
growing fast globally but is 
mostly driven by developed 
markets.

• Issuances from ODA-eligible 
emerging markets remain 
limited (representing 6% of 
issued amounts in 2021).

• But the number of ODA-
eligible countries who have 
issued at least one GSSS bond 
is increasing (from 17 in 2019 
to 31 in 2021).

Global issuance trends by market type (EUR billion)

Climate Bonds Initiative, Sustainable Debt – Global state of the market, 2020

Developed Markets

Emerging Markets (non-ODA)

ODA-eligible Markets

Supranational Issuers

OECD calculations based on LGX DataHub data



GSSS bonds gain traction among public sector actors 

in developing countries 
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1. More and more public sector 
issuers in developing 
countries are tapping the 
GSSS bond market

2. They represent an increasing 
number of countries and 
regions 

3. There are more public sector 
bonds that raise larger 
amounts of capital 

OECD calculations based on LGX DataHub data

GSSS bonds issued by public sector entities in ODA-

eligible countries (EUR billion)



GSSS bonds offer an attractive means of SDG 

financing 

Cumulative issuance amount of bonds with potential contribution to SDGs (EUR billion) 

Corporate issuers
Financial sector issuers
Public sector issuers

OECD calculations based on LGX DataHub data



Potential advantage – the “Greenium”
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Thailand sovereign sustainability 

bond issued in 2020 

Greenium

1. The “greenium” refers to the yield differential between green 
and conventional bonds.  This provides an incentive for issuers 
to issue more bonds to the market with a green label.

2. Can be seen as a ‘market anomaly’ as the credit risk of the 
issuer is the same between a conventional bond and a green 
bond

3. In Europe, the presence of a “greenium” reflects the supply and 
demand imbalance for green bonds, with strong appetite from 
institutions investors at time of issuance. In H2 2020, average 
oversubscription was 4.2x for green bonds for EUR 
denominated bonds.

4. In emerging markets, the average EM “greenium” stands at -3.4 
basis points based on secondary market data according to the 
IFC/Amundi research.

Climate Bond initiative, Sovereign green, social and sustainability bond survey, 2021



Focus on the SLB market
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Sustainability linked bonds (SLB) issued by regions • As a new product on the debt 
market, sustainability-linked 
bonds are any type of bond 
instrument for which the 
financial and/or structural 
characteristics can vary 
depending on whether the 
issuer achieves predefined 
Sustainability/ ESG objectives

• Regarding the KPIs, it is crucial 
to set credible trajectories at 
issuer level

• Coupon step downs should be 
explored as an alternative 
(rather than having a penalty 
mechanisms).

Environmental Finance



What can development partners do? – The four I’s  

• Technical assistance for project preparation and development 
• Capacity building to develop green, social and sustainability bond 

frameworks 
• Facilities to aggregate projects at regional level 

• Support for development of localised standards, guidelines and taxonomies 
• Fostering of local second party opinion (SPO) providers 
• Technical assistance for public investment and debt management  

(Market) Infrastructure

Issuance

Insurance

Investment

• Partial guarantees (credit, liquidity, etc.) 
• Political risk insurance

• Anchor investments 
• Convene asset managers and developing country issuers to facilitate 

networking

OECD illustrations
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THANK YOU 


