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AfDB Room2Run (2018): synthetic securitization







The turn to securitisation

• Maximising Finance for Development (WB, IMF, G20)

• Key premise: de-risking to produce SDG assets for institutional 
investors to turn sustainability into profitable business that attracts 
institutional investors with long-term horizons &deep pools of capital 



The trillions of institutional investors



The turn to securitisation

• Maximising Finance for Development (WB, IMF, G20)

• Key premise: de-risking to produce SDG assets for institutional 
investors to turn sustainability into profitable business that attracts 
institutional investors with long-term horizons &deep pools of capital

• The turn to derisking – the de-risking state





Wall Street Consensus: de-risk SDG assets

• create the derisking state, with MDBs support, into de-risking new 
SDG asset classes created via PPPs (footsteps of KfW - Volberding
2018) 

• structural transformation of local financial systems: from bank 
based to market-based finance to create investible SDG assets



Washington Consensus Wall Street Consensus: Maximising Finance for SDG-led 
Development

Fiscal discipline, central bank independence Fiscal discipline, central bank independence

Public spending: switch from subsidies to investment in primary education, primary health, 
public infrastructure 

Public spending: de-risk PPP ‘infrastructure as an asset class’ for global institutional investors
(G20 Infrastructure as an asset class)

Tax reform: lower marginal rate, broader base Sustainability reform: ESG ratings

Macro-finance policy: replace developmental banking with market-based interest rates Sustainable bond finance: engineer market-based finance, prioritize  securitization & other 
blended-finance

Exchange rate: either market-determined or ‘competitive’ according to equilibrium theories, 
capital account liberalization

Local currency bond markets to manage vulnerabilities of global financial cycle
(G20 Local Currency Bond Markets Initiative)

Trade liberalization Financial globalization 

FDI promotion Mega-infrastructure led-development (PPP)

Privatization Domestic resource mobilization
Privatization/PPP public services for infrastructure as an asset class

Property rights Digital financial inclusion



The Cascade Approach – World Bank’s MFD





Sustainable 
private solution? 

Regulatory 
gaps 

De-risking 
(subsidies & 
guarantees) 

Public funding

NO 

MFD/Cascade Approach

PPP 
Port Enfidha

Tunisia

demand risk

political risk

climate risk

Build local 
securities, repo 
and derivative 

markets

(MDB) 
Securitization of 

infrastructure 
loans

Channel the trillions of 
global institutional 

investors into local SDG 
assets

liquidity risk (SDG assets)



Demand risk in PPPs: Nigeria’s Azura power plant 



Climate risks: Wall Street Climate Consensus

1. Wall Street decides what is green and brown (private taxonomies - Environmental, 
Social and Governance/ESG)

2. Wall Street links ESG with SDG (Maximising Finance for Development/ 
Infrastructure as an Asset Class).

3. Private taxonomies: greenwashing 
4. State – subsidising ‘green’ 
5. Private greenwashing, socialised costs: the derisking state 

Distribution of risks - the physical risks of extreme climate events that would morph 
into demand risks and transition risks that would morph into political risks 
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Subjective and conflicting  ESG 
data/ratings - greenwashing



Sustainable private 
solution? 

Regulatory gaps 

De-risking 
(subsidies & guarantees) 

Public funding

NO 

Credit enhancement for PPPs

Tariffs above cost recovery 

Forex convertibility 

Currency hedging facilities (SriLanka) 

Re-orient National Investment Banks (Egypt) 

Securitization of bank energy loans 
(Vietnam)

public pension funds to capital markets 

Risk distribution in PPP contractsSDG 
assets 

And a lot more in WB InfraSAPs (Egypt, Sri Lanka, Vietnam) 



Change financial market structures



Maximising Finance for 
Development

Shadow-banking into resilient 
market-based finance

Local Currency Bond 
Markets Initiative

(global) institutional 
investors

Securitisation 
markets

Sustainable 
bond markets

Reengineer financial 
systems

World Bank/MDBs

Infrastructure as an asset class

Structural reform of GS financial systems 

Billions to Trillions Agenda



Market-based finance is more fragile

• more vulnerable to global financial cycle and US dollar financing 
conditions (Rey 2015)

• wholesale adoption of US financial architecture: shadow banks and 
markets, systemic vulnerabilities to portfolio investors (Lehman 
Brothers)

• technocratic capacity to manage systemic vulnerabilities 



Wall Street Consensus threatens DEC public debt profiles 

• Derisking state: subsidised private greenwashing

• Alternative: green finance for just transitions to low carbon 
economies



Alternative: green finance for just transition


