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1. Why does Southeast’Asia

need a Green Recovery? .




On Track ?

» 71 million people expected to be pushed back
into extreme poverty in 2020, first time since 1998
+ >80 million jobs may have been lost in ASEAN in
2020

* Women and children bearing the heaviest brunt of
the pandemic’s effects.

UN issues red alert

A new report on national climate plans intended to achieve the Paris agreement shows ambition
fallina alarminalv short. Read more.

Paris
Targets

Not on track

Confrenc ofthe Partiesservng s the mecting.
o the Paries o the aris Agrement
......

The Sustainable Development Goals Report
2020

Natioall dtermined contributons under the Paris
Agreement

Syothei epat by the serearat.
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SDG

Not on track
Targets

GDP Growth Forecast Developing Asia

7.3%

Financing Growing
Gaps due to COVID-19

{i} 2020 2021 2022

Find out more in ADB's Asian Development Outlook 2021
www.adb.org/outlook #AD02021




SDGs’ Financing: A big(ger!) challenge Post COVID-19

Vo4

w

ASIAN DEVELOPMENT
OUTLOOK 2021

FINANCING A GREEN AND INCLUSIVE RECOVERY

MEETING ASIA’S | =
INFRASTRUCTURE NEEDS ~

Table 1.1.3 GDP growth rate, % per year
wwwwwwwww d Infrastructure Investments and Gaps, 25 DMCs, 2016-2020 The outlook is positive, but recovery paths vary.
($ billion in 2015 prices)

Estimated Baseline Estimates Climate-adjusted Estimates 209 2020 4021 022
Current Southeast Asia 44 -4.0 44 51
Investment Gap Gap .
(2015)  Annual Needs Gap (%0fGDP)  Annual Needs Gap @ofppy  Drunei Darussalam 39 12 25 30
Total (25) 881 1211 330 17 1,340 459 24 Cambodia 71 -31 40 55
Total without PRC (24) 195 457 262 43 503 308 5.0 Indonesia 5.0 -21 45 5.0
Selected Central Asia Countries (3) 6 11 5 23 12 7 31 Lao People’s Democratic Repub“c 47 -05 40 45
Selected South Asia Countries (8) 134 294 160 47 7 2 5.7 Malaysi
Selected Southeast Asia Countries (7) 55 147 92 38 Q 41 alaysia 43 -5.6 6.0 57
Selected Pacific Countries (5) 1 2 1 6.2 3 6.9 Myanmar 6.8 33 -98
India 118 230 112 41 261 144 5.3 Philippines 6.1 -9.6 45 55
Indonesia 23 70 47 4.7 74 51 5.1 Singapore 13 -54 6.0 41
PRC 686 753 68 0.5 837 151 12 Thalland 23 -61 30 45
PRC = People’s Republic of China. Timor-Leste 18 -79 34 43
Numbers in parentheses refer to the number of selected countries. Viet Nam 70 29 67 70

Note:  The gap asa % of GDP is based on the annual average of projected GDP from 2016 to 2020. The 25 DMCs covered here are listed in Annex Table 2.
Source: ADB (2016a); Country sources; Investment and Capital Stock Dataset, 1960-2015, IMF; Private Participation in Infrastructure Database, World Bank; World
Bank (2015a and 2015b); World Development Indicators; World Bank; ADB estimates.

* UN Estimates: $3-35 trillion annually, globally for SDGs

* ADB: Asia needs $26 trillion investments in infrastructure 2016 to 2030, or $1.7 trillion per year, incl. for climate change

* The GAP: Even before COVID-19, Asia had a substantial investment gap $459 billion per year ($907 billion p.a. if including social
infrastructure)

* COVID Impacts: Government budgets further constrained




The Green Recovery Rationale: 4 Reasons

1 2 3 4

Safeguard the Address the Boost economies Strengthen
. environment for worsening impacts of  through green Southeast Asia’s
§ enhancing resilience climate change and stimulus policies (as long-term economic
5 against future biodiversity loss, and demonstrated in past competitiveness
~ pandemics their economic crises) through a green Catal
consequences recovery approach Create Capitzfeat
o 2/ Long-Term
- *a E /
o L =am . Jobs
' K' Lo, = dl
» Rise of deadly pathogens such = Myanmar and the Philippines = New and competitive green = Growing emphasis in FDI Accelerate
as COVID-19 due to among the most impacted industries developed due to decisions on the Climate
unhealthy level of contact counttries by climate change green stimulus in Germany environmental footprint of Resilience
among wildlife, livestock and globally and Japan during the Global operations
a people Financial Crisis 2007-2008
a = ASEAN economies estimated = Strong opportunity to
§ = Emergence of more than 30% to lose 11% of their combined = 5 more jobs are created for capture global demand for
25 of all new diseases since 1960 GDP in the year 2100 due to every $1 million public low-carbon products such
due to land use change (due climate change spending on renewables as smart grids and solar
to e.g,, urbanization) versus fossil fuels PVs - projected to grow at

11% per year from 2020-
2050




The Climate Change Rationale: Critical Juncture

Climate change could risk GDP losses of up to 11% by 2100 in Southeast Asia, while biodiversity loss could

place more than half of global GDP at risk

The individual contributions
submitted to date would only
cut about 1% of global
greenhouse gas emissions —
a far cry from the 45% cut
needed by 2030 to meet

the 1.5 degree goal

Intergovernmental Panel on
Climate Change (IPCC).

ADB

Projected loss to Southeast Asia GDP due to climate change’

Percent regional GDP loss due to climate change

GDP loss due to climate change

-12

2010 2020 2030 2040 2050 2060 2070 2080 2090 2100

Based on Southeast Asian market losses? Year

== == Based on Southeast Asian market losses + labor productivity losses?

== == Based on Southeast Asian market losses + labor productivity losses

+ non-market losses*

Share of global GDP at risk from biodiversity loss
Percent of 2018 GDP by dependency on natural capital

USD44

trillion
at risk of
disruption

M share of GDP coming from sectors that are highly dependent on nature
M share of GDP coming from sectors that are moderately dependent on nature

0 Share of GDP coming from sectors that are less dependent on nature

N —

Modelling was done based on the following ASEAN economies: Indonesia, Malaysia, the Philippines, Thailand and Viet Nam.

Refers to direct impact to ASEAN markets of sea level rise, changes in energy-demand patterns, changes in crop yields, and changes in tourism flows

Refer to the impact of warming temperatures on labor productivity; in particular, as the number of hours during which temperatures exceed thresholds limiting physical labor rise, labor will
need to be additionally cooled and/or altered in timing, or where this is not possible, for labor to be reduced, with potential impacts on economic output.

Refer to non-market impacts which include increased risk of potentially catastrophic events and losses to health and ecosystems.



https://www.dw.com/en/5-years-paris-climate-agreement/a-55901139

The Jobs Rationale: An Equitable Growth

Government spending on renewable energy and energy efficiency has been shown to create more
jobs than spending on fossil fuels

Jobs created, directly and indirectly’, per USD1 million in spending

Renewable technologies Energy efficiency Fossil fuel
(wind, solar, bio-energy, geothermal, (industrial energy efficiency, smart grid, (oil & gas, coal)
hydro) mass transit)

114
M1

M

7.49 jobs

1. Excludes induced jobs, which refer to jobs that are created as a result of increased demand for goods and services, that in turn arise from the specific economic impact.
SOURCE: Heidi Garett-Pelter (2017); McKinsey & Company (2020




2. What are the

opportunities for a Green |
Recovery in the region? ™=




Green Growth Opportunities

The five green growth opportunities are highly interconnected

Agriculture offers opportunities for the circular economy from primary production using precision
agriculture techniques, to the recycling and utilization of agricultural wastes and materials

Productive Agriculture has a dual role as an energy user and
as an energy supplier in the form of bioenergy

Clean energy
transition

and
regenerative
agriculture

>
>

Roughly 60% of the Cities consume 78%
world’s cropland lies of the world’s energy
on the outskirts of cities

Unsustainable Industrial
farming practices Fast-growing : ﬂo:JjSt"a Wa-;te
vasult b £oll Southeast Asian cities Sustainable proclcts such as
erosion which are responsible for urban food scraps and
leads to the as much as 60% of development sewladgzzludge
. cou
leakage of - P' asti ; Wwaste leakage and transport Cities account for converted
harmful fertilizers lrlml)) tl I: environment models 75% of natural resource | ;146 bio-oil to
. . o a N
fg csjezesst.c.d es g consumption globally generate energy

Healthy and Circular
productive economy
oceans 75% of land-based sources of marine plastic pollution in the models
Southeast Asian region originates from uncollected waste,
and 25% from leakages in waste management systems




Green Growth Opportunities

Five green growth opportunities, requiring over USD172 billion worth of CAPEX could create 30
million jobs in Southeast Asia by 2030

Annual capital expenditure Total jobs in Southeast Asia
required in Southeast Asia created by opportunity in 2030
$ billion Millions

Clean energy transition -82.5
Circular economy models m

Sustainable urban
development and transport .
models !

Productive and regenerative
agriculture 6.9

Healthy and productive oceans I 1.8

1. The estimate relates to ten Southeast Asian nations: Brunei Darussalam, Cambodia, Indonesia, Lao PDR, Malaysia, Myanmar, the Philippines, Singapore, Thailand, and Viet Nam.

SOURCE: World Economic Forum; Literature review; AlphaBeta analysis. See Appendix for sizing assumptions and methodology.




GREEN FINANCE STRATEGIES

FOR POST-COVID-19

ECONOMIC RECOVERY

INSOUTHEAST ASIA

GREENING RECOVERIES FOR PEOPLE AND RLANET

L U

OCTORER 2020

HACGF
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3. How can government’s
start with Green'Recovery?

o
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Global-Regional
Partnerships

*Govt.— IFls-
Philanthropy—Private

Incentives for
Green Indicators

*Finance/Tax/

Deepen Green
Capital Markets

*National/SOEs/Local
Govts

Conceptualize the Green Recovery Roadmap
6 KEY Aspects to focus on

Green Recovery
Roadmaps

A Visible Statement

Green Policy
Levers

*Mainstream “Green”
in Investments

De-risking
Finance
Mechanisms

*National / Local




Clear Goals in Recovery Strategies

Leverage scarce
government funds as
best as possible

Accelerate Bz;gzrcsetf(:)r Mitigate
protection

Green Recovery he'g_hte".eg
Strategies project ris
perception
to catalyze
private finance/

of natural
resources and
climate
resilience




Implementing the Green Recovery
There are three key steps to implementing a green recovery

Build in mechanisms to effect permanent
transitions toward environmentally Identify sustainable sources of financing
resilient pathways for green growth opportunities

Implement targeted policy interventions
focused on the five green growth
opportunities

SOURCE: AlphaBeta analysis



Finance a key lever for Governments to use

Incentivize flows of private green capital: “1 X 6” principle

Catalytic Green
Finance
Approaches

Project Specific
Approaches

Models for
replication but
SCALE?

GREEN FINANCE STRATEGIES
FOR POST-COVID-19
ECONOMICRECOVERY
INSOUTHEAST ASIA

‘GREENING RECOVERIES FOR PEOPLE AND PLANET

National
Derisking
Approaches

Scale and Speed
but institutions
important

Regional
Derisking
Facilities

Allows cross
sharing knowledge
and builds
momentum for
region

Thematic
Approaches

Clean Energy/ Blue
Finance + derisking

Explicit Capital
Markets
Approaches

Tap the bonds
market - very small
globally




Financing the Green Recovery: The
ACGF Example

Regional, Catalyzing, Integrated, Innovative

ACHIEVEMENTS 2018-2021

jomesoe 21§52 B

h oth
with other sectors events, workshops, and trainings enhanced infrastructure concepts

in cofinancing commitments

v 21

knowledge ACGF launched

o 2019
2020
First sovereign sustainability / ¥ 2 0 21
bond in Southeast Asia ’ i Grasn B
raised more than $950 million for v st Green Recovery

launch i
post-COVID-19 recovery in Thailand progeass immched in Asla

YACGF

SLEN MNANCL TACIUTY

ASEAN CATALYTIC
GREEN FINANCE
FACILITY 2019~ 2020
i'\vll :" ‘|>|]I A‘f'i'-‘l l]\
DECEMBER 2020

This is 2 prefiminary deaft prepamd for the 2nd/2020
Boerd of Directors Meeting of the ASEAN
Infrastructure Fund 18 Decamber 2000 The inal

report wil be published in Jenuary 2021

PACGF




Financing the Green Recovery: The
AGLaRecovery Program for SEA

Programmatic approach: $300M to support a total of
$4B in projects + $2B private capital to be mobilized
over 30 years (in 2 rounds of financing)

Obijectives:

GREEN
ASTAN TATALYTIC GIEEN NNANCETACIUTY CL|MATE

Support countries prioritize NDCs as part of
recovery

Create green jobs for economic recovery
Mobilize green capital for building back better
Avoid lock-in of carbon intensive infrastructure
& strengthen resilience

FUND

Q& = $300M APPROVED -
CLIMATE GCF
. 19 March 2021
1st Green Recovery

Program in Asia

Twenty-eighth meetingof the
GCF Board (B.28)

%

Accelerate green COVID
Recovery projects with
catalytic funding

Deepen green capital
markets especially at city,
SOE and local government

levels

Support countries with
green recovery financing
strategies, capacity
building & project
concepts development




¥

ACGF

ASTAN TATALYTIC GILES AINANCE FACIUTY

Thank You!

ADB



Green Finance Recoveries...already in progress

GREEN RECOVERY AFTER COVID-19:
EMERGING RESPONSES Challenges in Attracting Capital to Green Infrastructure

€750 B ($847 B) W76 T ($62 B)
“Next Generation EU” recovery fund and The Korea,r‘hversion New Deal includes a “Green
“Just Transition Fund” for climate action New Deal” to support the development of green

infrastructure, energy efficiency improvement,
and renewable energy expansion.

GERMANY W ing of
[ cevany ] Sk Lo of focuson reen orsening

€80 B ($90.4 B) / 2 A bankabilities i
The recovery program targets in w upﬂl m ities in dm
innovation, sustainability and " $38B COMMITMENTS W
support for green recovery in for SDG Indonesia One, one of the sectors
municipalities first SDG platforms globally, aiming to
" provide blended finance solutions to
o promote infrastructure projects with m
S impact on SDGs.
UNITED KINGDOM
Action Plan to Reduce Plastic Pollution launched
£40 M ($50.54 M) in April by the National Plastic Action Partnership

Clean Growth Fund to support green start- (NPAP), led by the Government, with a roadmap “Back to home” flows?
ups develop low-carbon technologies and for reducing plastic leakage into Indonesia’s coastal ac
achieve UK Net Zero objective. waters by 70% by 2025 and near-zero by 2040.

VJ Cost shocks: rising

) H i . : - debt. currency,
a8 35757 ) CITCIS o il o ivate capital:further sk from debt,curtenc
- | I\ o
Stimulus package for the transport > £2.5B ($50 M) - N ' u _, | i aversion an
sector to restore buses and trams = T -
services and improve safety during Green Green Green Program to provide assistance to make
the pandemic. 145 cities more liveable and sustainable.
. =

Revenue shocks:
: t focus on long term?
Re-investmen <hort-term or long
NORWAY

ﬂ 2
brown over greent
@ NOK 3.6 B ($370 M) : VIET NAM

P aos ) i National Strategy on Green Growth
The package support projects implementing % stlem envrimnez & talrde radation
PO o sinae AR s

ydrog ic S
battery technology, offshore wind and low- 5 > Pu b lic e
emission shipping, areas in which Norway :3;:::::?3;:::s?;:::u::‘;m.eas on re\ief and incorr
plays a leading role. Jaces,

: support
LUXEMBOURG Il =
UP TO €30,000/HOUSEHOLD ($33,800) AND €8,000/ELECTRIC CAR ($9,017)

The Government provides green subsidies for households willing to renovate their homes to
make them more energy efficient, and for the purchase of electric vehicles.

nsumption ona
ector funds focus Consump

by promoting public and private dow nward t rend?

NOTE: ADB is not responsible for any information gathered here from publicly available sources and subject to change




There are nine policy levers that governments can deploy to influence environmental

outcomes

1

Pricing of externalities

Financial support for green
products and services

Catalyzing private sector
financing

Investments in supporting
infrastructure

Support for innovation

Addressing non-price market
failures

Behavioral change and skills
development programs

New collaborations

New information systems

Pricing the environmental externalities of activities into market decisions (e.g., carbon taxes)

Provide loans and grants for products / services with environmental impacts (e.g., loans for
energy-efficient retrofits in construction sector), disbursing public funds to private corporations
after environmental actions are taken, and green public procurement

Mobilize private sector investments in areas with environmental implications (e.g., green
financing approaches)

Direct government investments in projects with specific environmental outcomes (e.g.,
renewable energy projects, mining activities)

Finance development of new technologies with implications for the environment (e.g., R&D for
electric vehicle deployment)

Impose environmental standards and regulations (e.g., property rights) in specific industries or
activities with environmental impacts, or their reversal (deregulation)

Trigger behavioral changes (e.g., “nudge” policies to alter consumer preferences on sustainability)

and create skills programs to build capacity for green projects (e.g., regenerative agricultural
techniques)

Foster collaborations within industry or between industry and other actors (government, civil
society etc.) to influence environmental outcomes

Address information asymmetries by alerting businesses to risks, providing information to
consumers, and driving transparency in environmental performance



The World Economic Forum identified over USD10 trillion of green growth opportunities globally
by 2030, five of which are especially relevant to the focus countries

Relevance: M Large B Moderate Limited | | Prioritized opportunities

Green Growth Opportunities’

Food, land and ocean use

Ecosystem restoration and avoided land and ocean use
expansion

Productive and regenerative agriculture
Healthy and productive oceans

Sustainable management of forests

Planet-compatible consumption

Transparent and sustainable supply chains

Infrastructure and the built environment

Sustainable urban development and transport models

Nature-positive built environmental design
Planet-compatible urban utilities

Nature as infrastructure

Nature-positive connecting infrastructure

Energy and extractives

¢ Circular economy models

Nature-positive metals and minerals extraction

Sustainable materials supply chains




Examples of policy interventions that could help capture the identified green growth

opportunities
| EXAMPLES — NOT EXHAUSTIVE

Policy interventions to

achieve the five green
growth opportunities

1. Micro-irrigation 3. Aquaculture 4. Incorporate “car- 7. Extended 14. Measures to | 19. Subsidy reform
projects innovation programs | _lite” concepts in | Producer reduce coal and carbon pricing
urban planning and Responsibility (EPR)  —dependence and
2 Smallholder development frameworks transition to ?0_ Accelerate R&D
renewables —in green
farmer support ] 8. Government technolodies
programs 5. Incentives for —procurement for 15. PPPs to help 9

| _adoption of electric
vehicles and shared

6. Residential and

|_commercial building
energy efficiency
retrofits

recycled products

|_10. Behavioral
change programs

|_11. SME capacity
development

|_12. Multi-stakeholder
platforms

| 13. Mandatory
reporting

—rapidly scale
renewable energy

—efficiency standards
and incentives

17. Low-income

| _household programs
to support solar
energy access

18. Investment in
regional and sub-

—national grid
connectivity and
storage

21. Gender-specific

mobility services 9. Waste —entrepreneurship
—management 16. Energy programs
infrastructure

22. Open data

—systems for
biodiversity



Green Finance for Post COVID Response: A Critical Way

Erg[ ma‘dis a cross cutting theme, green finance provides a clear roadmap for countries to achieve
their SDGs and Paris Agreement Goals...And green projects will attract private capital sources.

12

10 Philippines . Singapore

snmmemm e 9 ASEAN GSS issuance reached

o - a record high of USD12.1bn in

T W e 2020, a 5.2% Y-o-Y increase

. . . . . 7. from 2019. Cumulative GSS

Asia-Pacific GSS issuance continues to grow, accounting for23% £, ; . .

of global issuance in 2020 i - . E issuance in ASEAN since 2016

800 weaw s am now stands at USD29.1bn
. Supranational . Europe
600 [l Nothamerica [l Asia-Pacific e ASEAN Green labelled theme

continues going up, rising to
USDg.3bn in 2020 and
showing a consistent increase
in terms of both instrument
size and number of issuers.

Amount issued (USDbn)

2016 2017 2018 2019 2020

Source: Climate Bonds Initiative



