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1. INTRODUCTION: 

 The development of green bonds and expansion in green bond and other branded bond markets (e.g. 

environmental and social bonds) have been one of the leading financial developments for sustainable finance over the 

past 10 years (Karpf & Mandel, 2018). 

 A low-carbon funding strategy is an effective financial instrument for the implementation of sustainable 

programmes. The Green Bond concept was introduced by the World Bank as a way to support the world's capital raising 

nations and finance low-carbon projects designed to combat air pollution and global climate change (Febi et al., 2018; 

Tu, Rasoulinezhad Sarker, 2020).  

 
Figure 1: Identified sustainability green bond sectors (Source CBI) 

 Eligible projects (as per Climate Bond Initiative or CBI) are funded through GB mobilization, according to 

Green Bond Principles (GBP), and could include, but are not limited to, initiatives that address green energy, and 

adaptation solutions for climate change. Generally, GBs are a type of debt security, like conventional bonds, with or 

without interest bonds, rated credit, with term and interest. 

 

Key Participants in Green Bond Growth 

 The key participants in the green bond industry could be listed as issuers, investment managers, external 

analysts, financial institutions (like stock exchanges), index operators, as well as international finance corporations 

(IFC). Political society, multi-stakeholder organizations including policy-makers who advocate accountability through 

accountability often play a significant role in the growth of green bond markets. 

 

Green Bonds 

 Green bonds are regular bonds for funding initiatives relevant to climate change mitigation or adaptation where 

the funds are used primarily to fund ventures or services pertaining to climate change management. Currently, there is 
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no standard international definition for what projects/programs qualifies for Green Bonds. These are commonly Emitting 

policies and initiatives related to climate change as either self-labeled business bonds, asset-backed shares, renewable 

investment bonds, supra - national as well as regional bonds, federal and local bonds, etc. 

 

 
Figure 2: Green bond issuers and investors 

 For investors, GBs help to diversify investment portfolios (Hall et al., 2018), disperse risks, and find appropriate 

resources. Given the growing global focus on sustainable development and greening the economy, the GB market will 

continue to grow in both quantity and quality.  

 Therefore, these bonds will become a highly appreciated asset for their stability, liquidity, and long maturity. 

Finally, GBs are an effective tool for societies to raise investor awareness about projects that address climate change 

and environmental pollution. As a result, GB issuance will help a society increase its flow of capital to support and 

implement environmentally friendly projects, meet social responsibility goals, and contribute to future sustainable 

development. 

 

Green Bonds and value creation 

 With implementation of Green Bonds, there is a multiplier effect (towards deployment of RE in India) due to 

lower costs, increased capital inflow, and access to finance at various stages of the project life-cycle. The green bonds 

are fixed-income securities, usually certified by a third-party, to leverage resources in the capital market. The external 

certification guarantees that the proceeds are used for sustainable projects only, such as renewable energy, green 

buildings and clean transport. Green bonds play a relevant role for climate transition (Banga, 2019; Zerbib, 2019). It 

provides an instrument to implement Sachs’ (2014) idea of “inter-temporal burden sharing". The cost of climate policies 

can be shared by current and future generations through debt finance. Thus, asset holders need to be induced to hold 

green bonds into their portfolio. 

 The green bonds solve investors’ information constraints and can at-tract resources owned by private 

institutional investors. Institutional investors hold around US$ 120 trillion in assets (Schiereck, Friede & Bassen, 

2019)but represent only 1.5% of the total climate finance (CPI, 2019). We already notice a movement in which several 

investors are improving their ESG practices or are aware of the financial instability risks of holding carbon-intensive 

assets (Banga, 2019). Institutional investors can be crowded-in if public agents use its de-risk potential, especially in 

developing countries (Kuna-Marszałek & Marszałek, 2018; Gianfrate & Peri, 2019).Governments have a role in 

providing funding and in risk-bearing in-vestments that exhibit higher externalities and uncertainties by reducing risk-

premia for such projects (Mazzucato, 2018; Mazzucato & Semieniuk, 2018). 

 

Market size of Green Bonds in India 

 India's green bonds have considerable market opportunities. In 2015, India's green bond market began with 

smaller issuances of between $100 million and $200 million with a high scaling potential. The first green bond for the 

funding, especially for wind and solar, of renewable and clean energy projects was issued by the YES Bank in 2015. 

The GB business also increasingly grown to other public sector firms, government commercial banks, state finance 

agencies , businesses and banking industries. The GB industry has also developed. India currently ranks fourth in the 

G20. The issuing of Green Bonds in foreign markets in the Indian sense raises some obstacles. This includes high 

liquidity costs of currencies, weak sovereign ratings (currently BBB) and limited tenure (currently, tenure of green bonds 

is clustered mainly between 3 and 10 years but very few concerns have been extended for more than 15 years).  

 Nevertheless, at this earlier point Indian companies are expected to take interest in green bonds, even though 

on a limited scale, ranging from 150-250 million US dollars. Such an early participation could provide an opportunity 
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to Indian entities to capture attention of investors (in a yet uncluttered Green Bonds market), potentially leveraged for 

future issuances, thereby enabling better terms (due to expected low risk perception by international investors) for 

prospective similar issuances. 

 

Reason for unawareness about green bonds 

 Contributing to late problem are perception and prejudice element. The findings of a G20 Green Finance Study 

Group study (Anh et al. 2020) are either deficient in knowledge Green Bonds or about the understanding of extra costs 

associated with green problems for 74 percent and 41 percent respectively. The existence of a commonly agreed concept 

and a single reference system is important obstacles to green bonds sector growth and development. 

 

Influence Green Bonds on stock exchange 

 From a viewpoint of four key players, financial institutions (bankers / creditors), entrepreneurs, green bond 

venture capitalists as well as Government, the advantages related to green bonds have been analysed. By 2014, the 

global economy of green bonds grew by USD 1.5 billion in 2007 and was tripled to USD 36.6 billion in 2018 (Flammer, 

2020).  

 A EUR 600 million Climate Awareness Bonds focused on renewable energy as well as efficiencies of energy 

was developed by the European Investment Bank (EIB) in July 2007 to allocate Bond funds raised to environmentally 

sustainable initiatives. Enthusiasm for green bonds managed to grow by 2018 – a 3 percent year-on-year rise in total 

pollution of USD 167.3 billion (Tolliver et al. 2020). In 2019, the issuing of green bonds reached for the first time USD 

100 billion. Refinitive has reported a total growth of 173 billion dollars of the global green bond sales, rising by the 

prior year by 31.0 percent; Dealogic as well as Bloomberg have estimated 228.2 billion dollars in 2019. 

 

2. LITERATURE REVIEW: 

 C.S. Clapp claimed an increase in recognition about issues relating to climate has made investment in green 

bonds attractive. According to vanRenssen(2014), the growth in the investment in green bonds has been ten times during 

the period 2010 to 2004. More investors are looking towards financing real estate by investing in green bonds. 

Richardson provided that in the area of Socially Responsible Investing green bonds are gaining popularity.  

 According to Climate Bonds Initiative Report (2019) Institutional investors help in maintaining liquidity by 

deploying funds of pension funds, hedge funds, mutual funds etc. thereby promoting green financing. 

 Goel(2016) showed there is a growth in green bonds market due to increase in awareness and concerns about 

environmental sustainability. Investment in green projects are increasing leading to increase in demand of green finance. 

Tripathi claims a major concern in this field is that of standards. There is an absence of proper standards in place. And 

even if standards and rules are in place they are not adhered to strictly. They, if and when followed, with vigour will 

make the financial scenario more transparent. 

 

3. OBJECTIVES OF THE STUDY: 

 To analyse the trends in the green bond market. 

 To determine the challenges to the growth of green bond in India 

 
4. RESEARCH METHODOLOGY 

 The study is descriptive in nature. Reports from organizations such as private and public sector banks, GOI are 

the sources of secondary data. 

 
5. DATA ANALYSIS AND INTERPRETATION: 

 
Source: CBI, Green Bonds Global State of the Market 2019 

44

420

654

905

51 3

2014 2015 2016 2017 2018 2019

U
SD

 M
N

YEAR

ISSUANCE OF GREEN BONDS IN INDIA



INTERNATIONAL JOURNAL FOR INNOVATIVE RESEARCH IN MULTIDISCIPLINARY FIELD      ISSN:  2455-0620      Volume - 7,  Issue - 1, Jan – 2021 

Monthly, Peer-Reviewed, Refereed, Indexed Journal with IC Value: 86.87                                                                             Impact Factor: 6.719 
Received Date: 16/01/2021                                                   Acceptance Date: 30/01/2021                                         Publication Date: 31/01/2021 

 

 

Available online on – WWW.IJIRMF.COM Page 277 

 The graph here shows the how the green bond market has evolved in India over a span of 5 years. The highest 

number of proceeds were raised in the year 2017. This was followed by a drastic decrease in the next two years. 

 

 
Source: CBI 

 

 The graph above shows the types of issuers in GB market. The GB market in India stood at USD 10.3 as of 

December 2019 making India 15th largest issuer globally. Both public sector and private sector have played a pivotal 

role in issuance of green bonds in India. Exim bank and IDBI were the first public sector banks to issue green bonds in 

2015. Exim bank issued 5 year GB raising $500 Mn from the issue. IDBI raised $350 Mn. In the year 2016, NTPC 

issued GB raising INR 2000 crore. In the same year PNB Housing Finance raised INR 500 crore through GB. IRFC 

(Indian Railways Finance Corporation) issued 10 year $500 Mn in 2017. IRFC comes under the authority of Ministry 

of Railways (MOR) and is responsible for the finance department. The most recent issue came in 2018 by SBI for $650 

Mn.  

 In private sector, Yes bank was the first bank to issue green bonds in 2015 for INR 1000 crore. CLP Wind Farms 

also issued the green bonds in the same year raising INR 600 crore.  

 Half of these bonds issued are rated as BBB- and come from government institutions such as IRFC, Rural 

Electrification Corporation, SBI, EXIM Bank. On the other hand the bonds issued by NBCs are occasionally rated and 

when they are rated, the ratings range from B+ to BB. 

 
Source: CBI 

 

 63% of the total green bonds issued in India belong to the organizations from the graph. Greenko Investment 

Co is the largest issuer of green bonds with issuance worth $1.5 bn. IREDA is the next largest issuer with 6 bonds under 

3 deals. IREDA is the most frequent issuer. Axis Bank has however, as evident from the graph, reduced its share in this 

sector. 
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Source: CBI  

 The graph above shows the application of proceeds from the issuance of GB. The most consistent sector has 

been the energy sector where the proceeds are employed. Transport sector gained some consideration but it was till the 

year 2017 only. Other than these two sectors water and low-carbon building infrastructure are the ones to see investment.  

 
Source: CBI 

 The graph here depicts the application of proceeds from the issue in the year 2017. The majority of the proceeds 

are applied in the Energy sector. The highest contributor being Greenko Investment Company for USD 1000 Mn. IRFA 

is the only participant in the transport sector so far with the investment of USD 500 Mn. For the first time a step was 

taken in the water sector by Jain International Trading, an Indian irrigation company for USD 200 Mn. It has recently 

defaulted in the interest payments on these bonds in the year 2020. 

 

6. CHALLENGES FACED : 

 Though the guidelines in respect to green bonds are more elaborate than they were in the initial stage, still they 

are not sufficient. There is no proper definition of “green”. Countries across the world have different criteria in 

classifying projects as green or not. The most controversial debate has been revolving around how China has been 

employing the proceeds from issue of green bonds in running coal-burning power plants. 

 In India the majority of proceeds are employed in Energy sector. Other sectors like transport and water are not 

given due consideration as much as should be given.    

 Another challenge is the lack of awareness among the investors. Where China, considered as second largest 

green bond issuer, was able to raise USD 37 Bn in 2017 alone, India raised only USD 6.5 Bn in a course of four years. 

There have been only a limited number of issues so far, leaving the market untapped.  
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 Another challenge is either the lack of credit ratings from the rating agencies or lower ratings. The lower ratings 

from the rating agencies increase the cost of borrowings thereby discouraging the companies in entering into GB market. 

There is also the risk caused due to currency fluctuations. Currency risk raises the hedging cost.  

 

7. CONCLUSION: 

 The green bond market has become more imperative than ever given the rising levels of pollution. Coordination 

between the government and corporates, banks both public and private sector, is absolutely necessary for promoting the 

growth in GB market. Regulatory policies should be more promising to attract investors. Processes like issuance and 

application of proceeds should be standardized. A clear definition of what comprises of green will also provide a level 

playing field. Focus should also be on transparency as to where the money of the investors is actually invested. It means 

ensuring the money is employed to the projects for which it was actually raised.  

 Awareness among the masses should be seriously considered by financial institutions and government. Steps 

like organizing campaigns and expert talks around this topic in education institutions, corporates, etc could be taken to 

create awareness among amateur as well as experienced investors.  

 

REFERENCES: 
1. Karpf, A., & Mandel, A. (2018). The changing value of the ‘green’ label on the US municipal bond market. 

Nature Climate Change, 8(2), 161-165. 

2. Tu, C. A., Rasoulinezhad, E., & Sarker, T. (2020). Investigating solutions for the development of a green bond 

market: Evidence from analytic hierarchy process. Finance Research Letters, 101457. 

3. Febi, W., Schäfer, D., Stephan, A., & Sun, C. (2018). The impact of liquidity risk on the yield spread of green 

bonds. Finance Research Letters, 27, 53-59. 

4. Hall, S., Roelich, K. E., Davis, M. E., & Holstenkamp, L. (2018). Finance and justice in low-carbon energy 

transitions. Applied Energy, 222, 772-780. 

5. Taghizadeh-Hesary, F., & Yoshino, N. (2019). The way to induce private participation in green finance and 

investment. Finance Research Letters, 31, 98-103. 

6. Anh Tu, C., Sarker, T., & Rasoulinezhad, E. (2020). Factors Influencing the Green Bond Market Expansion: 

Evidence from a Multi-Dimensional Analysis. Journal of Risk and Financial Management, 13(6), 126. 

7. Flammer, C. (2020). Green bonds: effectiveness and implications for public policy. Environmental and Energy 

Policy and the Economy, 1(1), 95-128. 

8. Tolliver, C., Keeley, A. R., & Managi, S. (2020). Drivers of green bond market growth: The importance of 

Nationally Determined Contributions to the Paris Agreement and implications for sustainability. Journal of 

Cleaner Production, 244, 118643. 

9. C.S.Clapp, K.H.Alfsen, A.Torvanger, and H.F. Lund, “Influence of climate science on financial 

decisions”Nature Climate Change, Vol5,no 2, pp.84-85, 2015.  

10. S.V.Renssen, (2014). Investors take charge on climate policy. Nature Climate Change, vol. 4,no. 4,pp 241-

242,2014. 

11. B.J.Richardson, “Climate Finance and its Governance”. International and Comparative Law Quarterly, vol. 58, 

no. 3, pp597-626, 2009. 

12. Goel, P. (2016). Green Finance: A Step towards Sustainable Financial System. Abhinav International Monthly 

Refereed Journal of Research in Management & Technology, Vol(5) No(5), pp.22-31 

13. A.Tripathy, “Translating the risk: The legibility of climate change and nature in the green bond 

market”,Economic Anthropology, vol. 4, pp239-250,2017. 

14. Schiereck, D., Friede, G., & Bassen, A. (2019). Financial Performances of Green Securities. In The Rise of 

Green Finance in Europe (pp. 95-117). Palgrave Macmillan, Cham.  

15. Banga, J. (2019). The green bond market: a potential source of climate finance for developing countries. Journal 

of Sustainable Finance & Investment, 9(1), 17-32. 

16. Kuna-Marszałek, A., & Marszałek, J. (2018). Green Bonds-Trends and Development Perspectives. Annales 

Universitatis Mariae Curie-Skłodowska. Sectio H. Oeconomia, 52(4), 39-47. 

17. Gianfrate, G., & Peri, M. (2019). The green advantage: Exploring the convenience of issuing green bonds. 

Journal of cleaner production, 219, 127-135. 

18. Ministry of New and Renewable Energy (2015) Green Bonds Report. 

19. CARE Ratings Ltd (2018) Green Bond Market and Green Bond Evaluation. 

20. Climate Bonds Initiative, Country Briefing July 2018 India. 

21. Climate Bonds Initiative, Green Bonds Global State of the Market 2019. 

22. Climate Bonds Initiative, Securitization as an enabler of green asset finance in India 2019. 

 


