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Our work on Sovereign ESG

“A New Dawn - Rethinking Sovereign
ESG” proposes improvements to the
sovereign ESG framework and builds on
findings and recommendations discussed
in other papers in the series.

Link to report

“Riding the Wave: Navigating the ESG
Landscape for Sovereign Debt Managers”

provides a thorough discussion of
sovereign ESG from a debt management
office perspective.

Link to report

“Spatial Finance: Challenges and

Opportunities in a Changing World”
in partnership with WWF discussed

challenges with the E data, including at
the sovereign level, and explores the use
of satellite data to address the quality and
availability of E data.

Link to report

The chapter “Natural Allies: Wealth

and Sovereign ESG” from the book

“The Changing Wealth of Nations

2021: Managing Assets for the Future”
focuses on challenges in ESG data, and
discusses solutions with the application of
the World Bank Wealth data.

Link to report

‘Demystifying Sovereign ESG”
focuses on comparing sovereign ESG
methodologies of leading sovereign
ESG providers and presents structural
challenges with the current sovereign
ESG framework.

Link to report

“Paving the Path: Lessons from Chile’s
Experiences as a Sovereign Issuer for

Sustainable Finance Action” provides
a focused study of Chile’s ESG focused
issuances to date and relevant lessons.

Link to report

“Natural Capital and Sovereign Bonds”™
builds the case that countries’ level of
development dominates ESG-related
metrics. “1% Growth in Natural Capital:
Why It Matters for Sovereign Bonds”
quantifies materiality of natural capital
and its impact on sovereign bonds by
adjusting for ingrained income bias.

‘Natural Capital and Sovereign Bonds”
introduces the concept of ingrained
income bias and presents evidence that
sovereign bond yields reflect a country’s
various types of natural capital.

Link to report
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https://documents.worldbank.org/en/publication/documents-reports/documentdetail/694901623100755591/a-new-dawn-rethinking-sovereign-esg
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/842671621238316887/demystifying-sovereign-esg
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/186931603441706045/riding-the-wave-navigating-the-esg-landscape-for-sovereign-debt-managers
https://openknowledge.worldbank.org/handle/10986/35683
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/628001617289818802/natural-capital-and-sovereign-bonds
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/500171635402227325/main-report
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/850821606884753194/spatial-finance-challenges-and-opportunities-in-a-changing-world

Space for CRAs to improve — Index Provides already are.....

Transparency. Sovereign CRA
methodologies could be strengthened by
introducing an ESG pillar

Data. WB wealth accounting data, risks &
opportunities related to stranded assets

Granularity. As well as providing more
granularity on ratings- particularly for
lower rated sovereigns

Engagement of issuers and policy makers
also important — CRAs can play a key role
here

Credit Worthy: ESG Factors and Sovereign Credit Ratings

Sovereign Risk Monitor Consultation - FTSE ESG Government Bond
Index Series

04 April 2023

FTSE Russell is seeking market participant feedback on its proposal to use enhanced sovereign ESG
scores in the FTSE ESG Government Bond Index Series.

The FTSE Sovereign Risk Monitor (SRM) is designed to measure the material financial risk from ESG
factors for sovereign issuers, with data available for 131 countries from 1999 onwards. SRM scores are
used in the FTSE ESG Government Bond Series, as set out in the published ground rules.

In the notice 1ssued on 22 February 2023, FTSE Russell proposed specific enhancements to the
environmental pillar of SRM and published a research paper and methodology document on 2SRM. FTSE
Russell is now proposing that 2SRM is used instead of SRM in the FTSE ESG Government Bond
Series.

FTSE Russell welcomes any feedback and questions on this proposal by Thursday 04 May 2023.
Consultations responses should be sent to info@ftserussell.com. Further details on the proposal, its
implications, and the feedback requested can be found on the FTSE Russell website: Market
Consultations | FTSE Russell.

The FTSE Russell Index Governance Board is responsible for the approval of this proposal and any
changes. Index users and other stakeholders are informed of FTSE Russell's decisions via Index
Announcements | FTSE Russell.



WB Teams Contributions to the Agenda

I « Data (Sovereign Data Portal 2.0)
« Sovereign Reporting (‘'TCFD 4 Sovereigns’)

* Instruments (Sovereign SLBs)
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https://esgdataqa.worldbank.org/home?lang=en

Time for a ‘Sovereign

Climate & Nature Risks &

Opportunities Disclosure AND NATURE REPORTING
Framework’?
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Public Disclosure

SUSTAINABILITY REPORTING

ADVANCING PUBLIC SECTOR SUSTAINABILITY Ochuc Ustiul Resources
REPORTING SUSTAINABLE

DEVELOPMENT GOALS
(SDGS)
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The threats to the world and its citizens from climate change are well publicized. Yet, despite significant
government influence over the global economy, there are currently no internationally recognized public UN GLOBAL COMPACT
sector specific sustainability reporting standards to guide how they measure and report their critical (UNGC)

contributions to addressing the global climate emergency.
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Sovereign SLBs

SLBs fast growing within corporate markets — despite
outstanding challenges (metric comparability; metric
relevance; metric ambition; financial penalty; bond
structure — S&P/ IFC etc.)

Growing interest in sovereign market following 2 issues:

Chile & Uruguay

Private and public investors still need reassurance that
sovereign SLBs represent an effective mechanism for
investments in climate and nature

Spill over
into lower
sub-sovereign
and private
borrowing costs

_ Positive
impacts on Reduces

nature and sovereign risk
climate

| VIRTUOUS sovereign's

debt costs
of the economy CIRCLE ebt co

Increases fiscal

headroom and

InnlptrOerf_f private investment
quality of life

and social
welfare

\\\\ CMA (Ilp HQL%EE THE WORLD BANK



PowerPoint Presentation - Adobe Acrobat Reader (32-bit)
File Edit View Sign Window Help

Home  Tools

w B B Q

PowerPoint Present... %

[llustration of core credit enhancement idea * @
<

See: https://blogs.worldbank.org/psd/orchestrating-change-designing-performance-r

® ©

@ Emission Reduction-Linked Bond X (&) World Bank Approves First Susta X + N - =] X

&« CcC O @ worldbank.org/en/news/press-release/2023/06/09/world-bank-approves-first-sustainability-linked-bond-for-afe-rwanda-to-boost-private... & (& ¢ » 0O G :
@LEEIDWORLD BANK WHO WE ARE WHAT WE DO WHERE WE WORK UNDERSTANDING POVERTY WORKWITH US Q

Who We Are / News

PRESS RELEASE ‘ JUNE S, 2023

World Bank Approves First Sustainability-Linked Bond for
Rwanda to Boost Private Capital Mobiligation
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WASHINGTON, June 9, 2023 — The World Bank’s Board of Directors RELATED

ambitious-sustainable

Normal
Borrowing
costs

approved an additional credit of $100 million in International Development

https://blogs.worldbank.org/psd/orchestrating-change-desi s . ) o . Access to Finance for Recovery and
gning-performance-related-instruments-reward-ambitious-s Association* (IDA) financing to support Rwanda in increasing access to Resilience Project

.

No credit enhancement

6/12/2023

finance and supporting businesses' recovery and resilience in the post- World Bank in Rwanda
Upfront cost

saving from credit
enhancement Access to Finance for Recovery and Resilience project by providing financial

pandemic period. The additional finance will scale up investments under the

Contingent cost KPI contingent portion
saving on KPls ‘ invested at T= 0. Payout at >

time T= 1, if the KPl is
met. Payout is FV of
Borrowing initial P_(PI porti_on.
costs Otherwise, credit enhancer
(DFl/donor) retain FV.

Credit enhancement
“the size of the borrowing costs reduction is not indicative and serves purely for an illustrative purpose
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Feasibility-Ambitiousness Matrix (FAM)

Setting promising targets requires finding highly ambitious targets that are nevertheless still
feasible. "Low hanging fruits” or “Long shots” are less desirable for issuers and investors.

Ambitiousness

 forward-looking

Feasibility . - B c
Long Shots 7’?”” Al B « forecast of business-as-usual scenario
ow chance of success . )
I Target unlikely to be « common trends in peer countries.

achieved given lack of

Promising targets e
historical precedence

Feasible and ambitious SPTs
that become attainable
through SLB funding

- Feasibility
pae * Backward-looking
Highly feasible but unambitious * Identlfy h|s"t0r|ca| precedents L
Target requires little to no effort and » compare with peer countries at similar
may have been reached in any case .
Wang, Gurhy, Hanusch, Kollenda (2023) level of deve|opment in the past_

See Appendix for details on chosen parameters per indicator.
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10
KPI 1: Primary School Completion Rate

Assessment of ambition and feasibility
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rainability Investments
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HANK YOU
fstewartl@worldbank.org
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