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Financial solutions to leverage
sustainable development

Achieving balance between liquidity, mobilization and purpose

Low growth and financing needs

Limited access to capital Urgent sustainability, climate
for development

markets and high debt stocks and social demands

* Low growth prospects Higher interest rates « Sustainable Development Objectives
* Higher unemployment High debt stock « National Defined Contributions

Financing Gap

To achieve the SDGs for 2030 To achieve net zero emissions by 2050

USS2-3 trillion USS1 trillion
Addis Ababa Action Agenda Paris Agreement
Estimated gap

Estimated gap

OmB



Financial solutions to leverage

S e Examples of financial solutions for mobilization and efficient support

Contingent loans associated
to disaster and crisis Leveraging national DFls
management tools

Offering Guarantees and
supporting GSS Bonds



Bonds for sustainable

development

Global GSS Bonds Green Bonds per region
(USS billions) (US$ billions) * Almost 3.5 trillions
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®Green ® Social ®Sustainability ® Sustainability-linked ®Africa ®Asia-Pacific ®Europe © LAC ®N America ® Supranational LAC GSS Bonds per type LAC GSS Bonf’? per issuer
(US$ billions) (USS$ billions) .,
somilm 58 mil M ) ® Development Banks
e LAC 2.5 % of Global markets ™" @ Financial Corporates
semi ®  Non-financial corporates

omiM Government entities
Financial institutions

® | ocal governments 30 milM
30 mil M
30milm NGOs
®  Sovereigns
20mil M
11 milM
10 mil M

* Protagonist example with sovereign thematic
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IDB Group support

THEMATIC BONDS ISSUANCES SUPPORTED BY THE IDB GROUP
GENERAL OVERVIEW

BONDS BY COUNTRY ~ COUNTRY $ (million dollars) & (i) ® &
IDB GROUP: Chile $31,013 4 12 4
Uruguay $1,841 4 1 1
Colombia $1,734 2 10 3 2
Mexico $762 4 2 1
e Brazil $785 2 3 1
< Ecuador $720 1 3 1
Costa Rica $427 1 1 L2
THEMATIC sty Argentina $30 1
BONDS Peru $128 1 1
Panama $50 1
@ o El Salvador $20 1
IDB IDB | Invest —
TOTAL: $ 37,510 million

Green Social Sustainable N\, Sustainability-linked
Bonds GQ@ Bonds Bonds c Bonds (SLB)
$9,092 $20,532 $6,070 ’ $1,813

Last update: Novembee. 2022



Bonds for sustainable

dovelopment Integral support approach

Technical cooperation : institutional capacity,

SG ratings, portfolio assessment, framework +
development, second opinions, advocacy,

monitoring and post-issue reporting

Financial Solutions: guarantees,

anchor investors, private placements,
co-financing

Technical cooperation Financial Instruments \

Guarantees /
Eligibility Framework el it (I3 Anchor Reports
identification review
Investment

@\q f/.

@/ @ Transparency and comparability,

GREEN BOND helpi.ggattractnewlinvelst(f)rsa?'c(zlj
roviaing a greater level or contidence
TRANSPARENCY et

P I_AT FO RM to existing ones.
NBID



Sovereign guarantees for
sustainable development

Sovereign Guarantees for Sustainable Development

Financial Structures for Resource Mobilization

Policy based Investment
Guarantees Guarantee
1. Optimize price and 2. Contribute to the
resource mobilization fulfillment of SDGs

Technical
Cooperation

3. Improved institutional
capacity for sustainable
development

OIDB



2 etinabls development IDB Value Added: Financial Structuring for Resource Mobilization

1. Leverage IDB’s financial strength, expertise,
and credit status

AAA Rating and strong Balance Sheet
Preferred creditor status

-.- Technical know-how

Credibility and transparency

Investors relations

2. Catalyzing partners (co-guarantors) for
Sustainable Development

Private Sector
Participants

I @ep @

Development
Finance Institutions Climate Funds

Social Sector - NGOs

OIDB



Sovereign guarantees for
sustainable development

Financial Structures

Debt-For-Sustainability Conversions

® Barbados 150 million Sustainability Linked Bond with a 100
million credit guarantee from IDB

Policy
‘3 IDB Matrix

Partial Credit ®.. Counter- Complies w/
Guarantee \\\ guarantee Sustainability Policy
\\ Matrix
/ Barbados
e Sustainability Use of Proceeds to
[ ) () . Buyback Outstanding
“&“ Linked Bond debt
Institutional CONSERVATION
Investors FUND (CF)

Savings in CF use to support
Natural Capital Investments

NATURAL CAPITAL

INVESTMENTS

Partially Guaranteed Social Bond

®* Ecuador 400 million Social Bond with a 300 million credit
guarantee from IDB

\IDB

Counter- » '
guarantee Partial Credit
A Guarantee
Ecuador e
Social Bond
Use of Proceeds to [ ® o
Facilitate Credit for Low- “““

Income Housing

O IDB



scstminable development ‘ Example: Ecuador Social Bond (EC-U0001) | USD 300M

Marke’F 300 USM Guarantee to a Bond of 400 USM, 14 years, 7,25%.
Intervention

Financial Benefits Sustainable Development

Optimize price and resource mobilization Be N eﬂts

v' 200 bp in price savings.
30,000 social houses (25% executed).

v Maturity extension.
*  First ever Social Sovereign Bond.

v/ USD 100 M private sector mobilization Environmental Review Deal of the Year
and 70 from CAF 2022

v’ Additional mobilization of USD 600 M from
local financial institutions

Development Partners

Goldman
Sachs

OV

CTH

Mortgage
securitization



Sovereign guarantees for

sustainable development

Market
Intervention

AN N N RN

Financial Benefits

Optimize price and resource mobilization

250 bp in price savings.
Maturity extension.

USD 50 M mobilization from TNC.

USD 50 M savings for conservation.

Debt stock reduction.

‘ Example: Barbados Debt for Nature (BA-U0001) | USD 100M

100 USM Guarantee to a Loan of 150 USM, 14 years, 3.9%.

Sustainable Development

Benefits

30% Marine Protected Area and MSP

50 USM for conservation.

Trust Fund Created (24 USM in 2036)

Development Partners

Th W
TheNature (4
CREDIT SUISSE W

CIBC
=

FirstCaribbean
Inte

rnational Bank

nature\fest



sustainable development

Sovereign guarantees for ‘ I n itia I Res u Its

Increased number of operations in different
countries and SDGs

Countries that use the Sovereign Guarantee
repeat (learning by doing)

Increased in mobilized quantities

o From x0.75 to x1.9 in Thematic Issuances
o From x1.1to x10 in Debt for Nature
Conversions

o O K

Increase in market participation (RfP
competitive process)

Improved pricing conditions for the
financial structure that uses IDB Sovereign
Guarantees

Increased number of mobilization

partners (catalytic role)
o  Private Investors
o NGOs
o DFlIs

OIDB



Contingent loans LAC Vulnerable to Economic Losses from Natural Disasters and Climate Extremes

Global economic losses from natural disasters have been increasing LAC region is lagging in insurance protection
Insured losses in Uninsured losses
350 % in %
300 US and Canada
250
b
S 200
oy
2
100
50
0 Latin America and the Caribbean
1982198419861988199019921994 19961998 20002002 200420062008 2010 2012 2014 2016 2018 2020
M Insured losses M Uninsured losses
Sources: Munich Re Sources: Munich Re

IDB



Contingent loans ‘ IDB Integrated Climate and Disaster Risk Finance Approach

B Emergencies B Reconstruction B Insurance Market

Reserve funds Coverage for infrastructure Regulation and supervision

Contingent credit Ex post financing Development of new
Risk transfer coverage for disaster risks
and climate change




Contingent loans Innovative Risk Finance Instruments for Natural Disasters and Climate Extremes

Extreme low probability
Very high impact

Low probability
Medium to high impact

Medium to high probability
Low impact

Pre-disaster

RISK TRANSFER INSTRUMENTS

RISK RETENTION
INSTRUMENTS

RESERVE FUNDS

PREPAREDNESS & READINESS

INVEST IN RESILIENCE & RISK
REDUCTION

IDB Instruments

Loan Repayment Cat Bonds
Protection
Option
(LPO)

Principal

Contingent Pavn)ent
Credit Facility Option
(CCF) (PPO)

Technical Assistance

Investment Loans

IDB



cnineentians | Catastrophic Risk Coverage in the LAC Region by CCF Contingent Loans

HONDURAS —
earthquake, hurricane, flood, drought,
volcanic eruption, health risks
— BAHAMAS
Ly [ a— .
D P hurricane
W, R g BELCE
X W A o REPUBLICA DOMINICANA
“2& <0 :k,_-‘.‘, earthquake, hurricane, COVID-19
.\l‘. \,"‘;{ |
' “g i
v )
‘::_;\_/ e i i S - BARBADOS
GUATEMALA —.:;-‘aa--.\. O A Hurricane, flood
earthquake, hU(ricane, flood, droug?ht, - e ‘Z’e JAMAICA ‘j
volcanic eruption, health risks ) earthquakgshurricane

» GUYANA

EL SALVADOR
COVvID-19

earthquake, hurricane, flood,
volcanic eruption, health risks

NICARAGUA
earthquake, flood

PANAMA
earthquake, flood, health risks

SURINAM
flood

ECUADOR
earthquake, flood,
volcanic eruption (lahar), COVID-19

PERU
earthquake

PARAGUAY

URUGUAY
drought, health risks

ARGENTINA
earthquake, flood, wildfire,
health risks

flood, wildfire, health risks

KEY MILESTONES

3,963 million

Ex ante financial coverage
through the CCF to
improve resilience

17

Member borrowing
countries with coverage

3,263 million

Of coverage for small and
vulnerable member
countries

15 of 19

Of small and vulnerable
member countries have
coverage

EARTHQUAKES

FLOODS

DROUGHTS

WILDFIRES

HURRICANES

I

s

VOLCANIC
ERUPTIONS

FUTURE EPIDEMICS &
PANDEMICS

IDB



R ‘ Main feature of IDB CCF Contingent Loans

Parametric coverage

O 1 Innovative parametric coverages that
allows fast eligibility verification of events.

Rapid Disbursement
Usually within 30 days after an 02
eligibility verification request.
Cost-Efficient Instrument
03 No financial cost for the country if loan
resources are not drawn.
Extended Coverage Period

Coverage drawdown period is 5 years, 04
renewable for another 5 years.

Replenishment of Resources
05 Option to request replenishments of
disbursed resources for up to its original
approved total coverage. . .
PP & Ex-ante financial approach

Promote ex ante financial 06
management of risks and

contingent fiscal liabilities.

Disaster Risk Management
07 Comprehensive Natural Disaster Risk
Management Program (CDRMP) and

International Health Regulations (IHR)

IDB



Mobilizing finance through DFls Scaling up national DFIS: our partners

e Technical cooperation and loan
support to over 40 National

@  eFRA Development Banks
BANSIBRAS L _
T —  Crowding in 400 commercial banks
2 e o and 27 capital market operations
FReRse % Ssowe i
| bP. T e ’a * |nlast 5 years over USS 6.6 billion
- @ CAIXA banded :
e h@ 3 leveraging at least a 2-fold of
Findeter &5 bde & Gous s BEOE investments, deploying a financial
@ABDE  §1 . . .
BANCOLDEX [ g meer  WEBNDES solution toolbox including loans,
| .. onaream Scy
EAFD:==- guarantees, bonds
BancoFstado {B Ré#&i!m

— * Channeling over USS 700 million in
international climate finance'(+ 45%
IDB climate finance).

4] y Comercio Exterior

ALIDE®)"

 MSMEs, infrastructure, sustainable
land use and agriculture, green
investments, social housing, etc,

\3IDB



Mobilizing finance through DFls B I e n d i ng i nStru m e nts

Offering a toolkit... Guarantees and financing of renewable energy solutions

Environmental and social issues
Project Pipeline Development Credit Enhancement

Public-Private Partnerships | Contingent Transfers

Loans Resource Pipeline

Energy saving insurance

Scaling up private investments in mini-grids and
renewable energy generation in isolated off-grid areas

Sustainable Housing Results-Based Financing (ECOCASA)

Guarantees and financing lines for sustainable land use
aimed at native communities

Scaling up private investments in hybrid and electric
vehicles




Mobilzing finance through DFi Blending and mobilization example

Mobilization for Renewable Energy in Mexico (PROFER program)

USS$370
1 }\\‘f,lal:> million g

//E>< [ [ ]
— USS 6 billion
| Gooces

UsS70 |:‘|:|’:| I e l..lS.Sl == 4 GW wind power capacity

million g billion == g 4 million CO2e emissions reduced
CFE 40 renewable energy offtakes and providers
120 construction companies
US$790 o
million

2011 2018



Mobilzing finance through loca ‘ Developing local financial markets

markets

GFL 0
Latin America and the Caribbean E Ca p i LAC ﬁr Rw

Red de Reguladores para el

Platform for over 3000 local financial market players Desarrollo Sostenible

for sharing information and knowledge about

o ) o CapilLAC Annual meetings of LAC policymakers Network to support LAC central banks, capital markets
opportunities, concrete experiences and opportunities ! . . .

. . ) . . capital markets regulators, supervisors, and the regulators, financial regulators, supervisors, and
for supporting green and sustainable finance, including . . .

. . financial sector, to discuss the issues that affect governmental agencies to promote integration of ESG

ESG investments, Green and Sustainable Bond . .

. N the development of local and regional financial and climate risks and the development of country-
Markets, Bio and Blue economy, Climatic Risks, . . )

and capital markets in LAC. Learn more level strategies for sustainable finance and

Sustainable Energy, among others. Learn more .
investments. Learn more

REGIONAL POLICY

DIALOGUE BEST FinTech

NETWORK LAC

Broadband Environment for
Sustainable Transformation

Regional policy dialogues which align The first Public-Private group to foster the

Public-Private regional dialogue comprised of
policymakers, regulators, supervisors with

private sector stakeholders to coordinate and

joint public-private agenda that can lead to private sector to promote widespread connectivity financial regulators and supervisors, and Fintech

better market coordination and mobilization. . associations. Learn more
in LAC. Learn more —_—

. . - development of the Fintech ecosystem in LAC,
technology, information and communications

policymakers, regulators and key actors from the with the participation of 7 countries through

Learn more


https://www.iadb.org/en/research-and-data/regional-policy-dialogue/home
https://digilac.iadb.org/
https://www.iadb.org/es/sectores/iniciativas/digital-finance-innovation/fintech-eventos
https://www.greenfinancelac.org/
https://www.iadb.org/en/financial-markets/about-redes
https://www.iadb.org/en/research-and-data/regional-policy-dialogue/home

Thanks!




