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What is climate change?
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The UNFCCC defines ‘climate
change’ as a change of climate
which is attributed directly or
indirectly to human activity that
alters the composition of the
global atmosphere and which is
in addition to natural climate
variability observed over
comparable time periods.

Climate Change – Major global Impacts
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Nationally Determined Contributions
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•
•

•
•
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NDCs embody efforts by each country to reduce national emissions and
adapt to the impacts of climate change.
The Paris Agreement (Article 4, paragraph 2) requires each Party to prepare,
communicate and maintain successive nationally determined contributions
(NDCs) that it intends to achieve.
NDCs outline the post-2020 voluntary national climate targets, which
countries committed to.
As at 4 April 2016, 161 INDCs had been received, covering 189 Parties to
the Convention, including one regional economic integration organization,
representing 96 per cent of Parties to the Convention.
The Parties that have communicated INDCs cover about 99 per cent of the
emissions of all Parties to the Convention.

Synthesis Report on the Aggregate Effect of Intended Nationally
Determined Contributions (INDCs) (2015)
•

•

•

A total of 147 Parties (75% of all Parties to the
UNFCCC) responded to this invitation by 1
October 2015. Together, they represent
approximately 86% of global greenhouse gas
emissions in 2010.
Out of the 119 INDCs received, 100 included an
adaptation component. This demonstrates the
global imperative to adapt to climate change
alongside efforts to reduce greenhouse gas (GHG)
emissions and a common determination to
strengthen adaptation efforts under the 2015
agreement.
147 Parties corresponding to 146 countries
submitted 119 INDCs by 1 October 2015. The
INDC of the European Union and its 28 Member
States is counted as one INDC representing 29
Parties / 28 countries.
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119 INDCs
100 Adaptation
147 Parties
86% Global
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THE AGGREGATE EFFECT
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The Aggregate Effect
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It is estimated to put global emission levels at 55 (52 to 57) Gt CO2 eq in 2025 and 57 (53 to 59) Gt CO2 eq in
2030.

The growth in emissions is expected to slow down by a third in the 2010–2030 period compared to the period
1990–2010

Global average per capita emissions are expected to decline by 8 and 4 per cent by 2025 and by 9 and 5 per cent
by 2030 compared with the levels in 1990 and 2010, respectively.

The global cumulative CO2 emissions are expected to equal 54 (52 to 56) per cent by 2025 and 75 (72 to 77) per
cent by 2030 of the total global cumulative emissions since 2011 that are consistent with a global average
temperature rise of less than 2°C above preindustrial levels.

Aggregate global emission levels will not fall within least-cost 2°C scenario and remain higher by 9 (5 to 13) Gt
CO2eq in 2025 and 15 (11 to 22) Gt CO2eq in 2030.

Lower aggregate global emission levels than in pre–INDC trajectories by 3 (0 to 6) Gt CO2eq in 2025 and 4 (0 to
8) Gt CO2eq in 2030.

Climate Finance Under Paris Agreement
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Climate Finance decisions in Paris Agreement:
• Article 9.5: The decision adopted reflects the timing of the communication;
where the information will be housed (which would be a dedicated online
portal on the UNFCCC website); a synthesis of the information to feed into
the global stocktake in 2023
• Article 9.7: The developing country demands on information on
progression, what is new and additional and the grant equivalence of the
instruments used were in the decision as part of reporting arrangements
under the transparency framework.

Estimating the Magnitude of Funds Globally
•

•
•
•

•
•
•

Climate change has major implication in terms of finance. Lack of funding is
a major impediment to implementing adaptation and mitigation plans. Scale
and magnitude of financial support required by developing countries is a
matter of intense debate
The financing required for an orderly transition to a low carbon, climate
resilient global economy can be counted in the trillions, not billions.
Over the next 15 years, the world
The
that limiting the rise in global temperature to below 2
Celsius by the end of the century will require an average of $3.5 trillion a
year in energy sector investments until 2050.
IFC estimates that
Large in Absolute number but very small relative to World GDP
Studies and estimates by various institutes point out that developed countries
have not been able to meet the $100 billion pledge.
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Major Climate Funds
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UNEP report-Cost of adapting to climate change could hit $500B per year
by 2050
•
The cost of adapting to climate change in developing countries could rise
to between $280 and $500 billion per year by 2050.
•
The report, the second in UNEP’s series of Adaptation Gap reports, finds
that total bilateral and multilateral funding for climate change adaptation
in developing countries has risen substantially in the five years leading up
to 2014, reaching $22.5 billion. But the report warns that, despite this
increase, there will be a significant funding gap by 2050 unless new and
additional finance for adaptation is made available.
•
The report notes: “There is no agreement as to the type of funding that
shall be mobilised to meet this goal. This hampers efforts to monitor
progress toward meeting the goal.” The report further highlights the need
for the proper measurement, tracking, and reporting system of adaptation
investments, to help ensure that finance is used efficiently and targeted
where it is most needed.
•
The report states that, while dedicated climate funds are breaking down
the barriers to investing in adaptation projects in developing countries,
contributions to these funds are low when compared to the contributions
made to funds that mitigate climate change.
•
Report notifies that “To meet finance needs and avoid an adaptation gap
the total finance for adaptation in 2030 would have to be approximately 6
to 13 times greater than international public finance today”.
•
Adaptation costs are already two to three times higher than current
international public funding for adaptation
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Need for financial assessment of the available resources and
additional financial requirements and the type of investments
that would be financially viable part for low carbon
development to achieve international climate commitments by
2030.
This requires proper assessment financial gap that would
required to be filled up through international climate finance,
private sector financing and different financial instruments.
Adaptation actions requires more focus as it is primarily
financed by the public resources and has negligible private
sector participation.
As the new quantified goal of climate finance that has to be set
before 2025, developing countries should be ready with
concrete assessment of its financial needs.
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Nationally
Determined
Contributions

India’s NDC:
• Reduce the emissions intensity of its GDP by 33 to 35
percent by 2030 from 2005 level.
• Achieve about 40 percent cumulative electric power
installed capacity from non-fossil fuel based energy
resources by 2030 with the help of transfer of technology
and low cost international finance including from Green
Climate Fund (GCF).
• Create an additional carbon sink of 2.5 to 3 billion tonnes
of CO2 equivalent through additional forest and tree
cover by 2030.
A preliminary estimate suggests that at least USD 2.5 trillion (at
2014-15 prices) will be required for meeting India's climate
change actions between now and 2030.
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Key Issues

1.

Copenhagen goal of US$ 100 billion
Summary Report of the Standing Committee
on Finance of UNFCCC (2018) outlines a
picture, where it was indicated that total climate
specific finance flows from Annex II Parties in
2016, amounts to around US$ 38 billion which
is less than 40 percent of the US$ 100 billion
target of climate finance. Out of the total
finance flows, US$ 30 billion in 2015 and US$
34 billion in 2016 were reported as climatespecific finance channeled through bilateral,
regional and other channels; the remainder
flowed through multilateral channels. The report
also mentions aggregate flows for mitigation
remains greater than support for adaptation
across all sources. Adaptation received only 29
percent and 25 percent of the bilateral fund
flows and multilateral fund flows respectively
during 2015-16. It also stated that during same
period, only 9 percent of adaptation finance
flowing through MDBs was grant based.
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Climate Finance to Developing Countries in
2016 as Reported by Annex II Parties (USD
billion)

2. GCF : Current Status
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GEF: Current Status
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35
GEF-5
30

GEF-6

25

20

GEF-7
GEF-5
GEF-6

15

GEF-7

10

5

0
Climate change (% of total replenishment target)

GEF Funding as
a proportion of
climate change
has been
continuously
decreasing

•
•

•
•
•

ecbi

The commitments made by the developed countries for enhancement and support in relation
to climate finance is not clearly translated into reality as the progress achieved is not quite
satisfactory.
A recent report by Oxfam (2018) indicated, “People in poorer countries are on average five
times more likely than people in rich countries to be displaced by extreme weather events.
Adaptation costs in developing countries are expected to be US$140- 300 bn a year by
2025/30. By mid-century, the costs of climate change to developing countries are estimated
to exceed US$ 1 trillion per year, even if global average temperature remains below 2°C.”
Another reality of the climate finance pledges is the skewed preference towards mitigation
projects than adaptation.
Recent estimates for taking climate actions are laying out a case for trillions and not
billions, in new and additional financing. So, US$ 100 billion is a modest number in
contrast to the actual requirements.
A roadmap to raise climate change finance from the floor of US$ 100 billion to match the
three essential ‘S’s of climate finance- Scope, Scale and Speed is an urgent action to deliver
climate justice.

3.

Article 6 of Paris Agreement
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As Article 6 (Para 4) states that “A mechanism to contribute to the
mitigation of greenhouse gas emissions and support sustainable
development is hereby established under the authority and guidance
of the Conference of the Parties serving as the meeting of the Parties
to this Agreement for use by Parties on a voluntary basis”.
So, this mechanism needs to be addressed urgently.

4.
Standing Committee on Finance on the 2018 Biennial
Assessment
• Challenges and Limitation:
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1. Data uncertainty :o Uncertainties are related to the data on domestic public investments, resulting from the lack of
geographic coverage, differences in the way methods are applied, significant changes in the methods
for estimating energy efficiency over the years
o Lack of available data on sustainable transport and other key sectors, procedures to determine private
climate finance and non-concessional flows;
o Methods for estimating adaptation finance; differences in the assumptions of underlying formulas to
attribute finance;
o Classification of data as ‘green finance’.
2. Data gaps :o Gaps in the coverage of sectors and sources of climate finance remain significant, particularly with
regard to private investment.
o An inadequate understanding of the public and private sources of finance and the financial
instruments
o Information on sources and instruments for finance in public mass transit remains unreported in many
countries,
o High-quality data on private investments in mitigation and finance in various sectors are lacking.
In particular, adaptation finance estimates are difficult to compare with mitigation finance
estimates due to the former being context-specific and incremental, and more work is needed on
estimating climate-resilient investments.

Overview of current climate finance flows 2015–2016
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• Global finance flows
High-bound climate finance estimates
increased from USD 584 billion in 2014 to USD 680 billion in 2015 and to USD
681 billion
in 2016.
• Flows from Annex II Parties to non-Annex I Parties as reported in
biennial reports
Whereas the total finance reported increased by just 5 per cent from 2013 to
2014, it increased by 24 per cent from 2014 to 2015 (to USD 33 billion), and
subsequently by 14 per cent from 2015 to 2016 (to USD 38 billion). Out of these
total amounts, USD 30 billion in 2015 and USD 34 billion in 2016 were reported
as climate-specific finance. From 2014 to 2016, both mitigation and adaptation
finance grew in more or less equal proportions, namely by 41 and 45 per cent,
respectively.
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• Multilateral climate funds
Total amounts channelled through UNFCCC funds and multilateral climate funds in 2015
and 2016 were USD 1.4 billion and USD 2.4 billion, respectively.
• Climate finance from multilateral development banks
MDBs provided USD 23.4 billion and USD 25.5 billion in climate finance from their own
resources to eligible recipient countries in 2015 and 2016, respectively.
• Private climate finance
MDBs reported private finance mobilization in 2015 was USD 10.9 billion and increased
by 43 per cent the following year to USD 15.7 billion.
• Recipients
A total of 34 Parties included in Annex I to the Convention provided information on
recipients in the BR3s, while 16 out of 40 BURs submitted as first or second BURs as at
October 2018.

Climate finance flows 2015–2016
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Global finance flows
High-bound climate
finance estimates
increased from USD
584 billion in 2014 to
USD 680 billion in
2015 and to USD 681
billion
in 2016.

Characteristics of International Public Climate Finance
Flows In The Period 2015–2016
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Possible Options…
ecbi
1.
•
•
•
•

Market Mechanisms
Flexible mechanisms under KP enabled developed countries to meet part of their emission
reduction commitments abroad.
Market mechanisms, especially, cap and trade schemes have been used worldwide,
especially at sub-national levels, induce the optimal level of emissions at the least cost.
Developing country should have a clear plan of action ready for how domestic mechanisms
can be used in conjunction with the international setup to the best of its advantage.
It is important to deliberate what role market mechanisms could play in helping developing
countries to achieve its mitigation targets and what sectors such a mechanism should cover
and the geographical scope of such mechanisms

2.
•

•

Blended finance can reduce the costs of private capital and increase
the volume of lending
The currency risk affects all forms of international finance – although it can
be mitigated by hedging with currency swaps, given the Indian Rupees
traditional stability with respect to the Dollar. There are also various
commercial and technical risks. The latter factors can be mitigated by the
public finance taking a subordinate tranche to the private finance – a
mechanism that is known as “Blended Finance”.
Development aid finance is used to mitigate the real and perceived risks of
repayment, thus lowering the overall cost of capital. This blending of private
and public finance leverages far larger flow of capital than could be achieved
by concessional finance alone.
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3.

International Climate Finance and Private Sector
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1. International Assistance: India has consistently argued that new,
additional and predictable finances from developed and developing
countries for mitigation, adaptation, technology transfer and capacity
building.
2. Private Sector: Private sector financing is likely to concentrated in
sectors like that of renewable energy and energy efficiency where
there are considerable co-benefits. The major issue is acquiring
information about the total available private sector finance that is
devoted to climate change activities and therefore predicting it for
the future.

4.
•

•

•

•
•

•

•

Affordable Financing Instruments

ecbi

Clean Coal Technologies are expensive so, any country or individual entity on its own would not be able to
develop such technologies in a short span of time and in a cost effective manner. International cooperation is
required.
The Addis Ababa Action Agenda of the Third International Conference on Financing for Development recognizes
that “funding from all sources, including through public and private, bilateral and multilateral, as well as
alternative sources of finance, will need to be stepped up for investments in many areas including for low-carbon
and climate resilient development”.
The ‘Marrakech Action Proclamation for Our Climate and Sustainable Development’ underscores the importance
of an increase in the volume, flow and access to finance for climate projects, alongside improved capacity and
technology, including from developed to developing countries and calls upon the non-state actors to help in efforts
for immediate and ambitious action and mobilization.
Credit guarantee schemes can help enhance the credit rating of bonds and thereby enhance their liquidity and
marketability.
YieldCos can be formed to hold operating assets that hold operating assets in the renewable energy or clean coal
sector that would then generate long-tern, steady cash flows which are distributed to investors as dividends. This
can help in lowering the cost of equity for the renewable energy and clean coal sectors.
It is necessary to develop instruments such as credit enhancement mechanisms to reduce the cost of financing,
reduce hedging cost/ currency risk, raising green bonds etc. which support cleaner energy development and
deployment and work on mobilisation of concessional financing.
Use of securitisation for financing renewable energy and clean coal projects as an instrument that can cater to the
needs of investors with varying risk appetites could be of considerable importance.
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•
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Sources of concessionary finance
The main multilateral sources of finance to fund
green infrastructure are MDBs, development aid
budgets from OECD countries and China and the
climate finance initiatives that arose from UNFCCC.
MDBs have been substantial investors in energy
infrastructure for decades. Historically their focus
has been through an economic development rather
than climate change lens. This has changed
recently, however, and renewables and energy
efficiency rather than fossil fuels now make up the
lion’s share of their disbursements. In 2017,
spending on climate finance from the major MDBs
was US$35 billion, an increase of US$8 billion
compared to 2016.
Of the MDBs whose geographic focus includes
India, the World Bank Group’s IFC is the largest
source of climate funds (around US$13 billion),
followed by the Asia Development Bank (US$5.2
billion loans including lending on commercial and
non-commercial terms). While the recently
established Asia Infrastructure Investment Bank
and the BRIC’s New Development Bank are still
in the process of scaling up their lending, their
criteria are broadly similar to the older regional
development banks.
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Total reported MDB climate finance
commitment 2011-17 (in US$ mn)

Conclusion
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Financial needs
assessment can be done
through each country’s
NDCs.
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