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Q1 2024: Sustainable Bond Market Sees Record Growth and Green Bond Dominance

The first quarter of 2024 marked a significant uptick in the sustainable bond market, with a record
issuance of €262 billion, a 70% increase from the previous quarter and a 4% year-over-year growth.
Green bonds led the way, representing 58% of the total market at €152 billion. |ssuances were mostly
in euros (50%) and dominated by government issuers (50%), with France, the US, and Germany at the
forefront. The corporate sector showed a slight decrease in ESG-labeled bonds to 11.78% of total issuance.

Evolving Importance of ESG Transparency in Sustainable Investment Decisions

In April 2024, two key studies underscored the critical importance of sustainability disclosures in
investment decisions. Ben Smith's white paper, with support from the IFC and others, focused on the
impact of ESG disclosures on sustainable bond investments, emphasizing the need for clear, detailed
reporting to attract diverse investor interests, especially in emerging markets. It highlighted
technological advances in ESG evaluation and a global push for stricter disclosure standards.

Simultaneously, research by Deloitte & Touche LLP and The Fletcher School revealed that 83% of
investors now integrate sustainability data into their analysis, pointing to a significant shift towards
sustainable investing. The study recommended enhancing governance, investing in better reporting
systems, seeking third-party assurance, and engaging investors to build trust and meet evolving
sustainability standards.

Together, these studies highlight the growing emphasis on ESG transparency and the strategic
importance of sustainability disclosures in securing investor trust and capital in a competitive global
market.

https://www.environmental-finance.com/content/focus/creating-green-bond-
markets/publications/white-paper-3-the-role-of-esg-disclosure-in-sustainable-bond-investment-
decisions.html

https://www.deloitte.com/global/en/issues/climate/earning-trust-with-investors-through-better-

sustainability-
data.html?id=gx:2el:3pr:4trust in esg fletcher:5GC1000342:6fa:20240209::esgf press release

Moving towards a Sustainable Future: Monitoring Investment Flows for the EU Green Deal:

The EU Platform on Sustainable Finance is mapping out investment flows to align with the EU Green
Deal's targets, advocating a significant boost in private market financing to achieve a 55% cut in
emissions by 2030. Its framework analyzes capital expenditures in the real economy and financial market
flows but currently excludes sustainability-linked bonds (SLBs) due to questions about their
effectiveness.

Focusing on green bonds for clearer traceability, the reports suggest that SLBs may later be considered
under a conservative 'entities in transition' category. The methodology also addresses broader market
financing and will evolve to include more comprehensive measures for 'entities in transition’, linking
financial performance to green investments as per upcoming CSRD standards. This approach is designed
to support the EU's ambitious climate goals by encouraging a more sustainable investment landscape.

https://finance.ec.europa.eu/document/download/5dfafa22-ebdf-43d8-88bb-
fA8c44ecd28e en?filename=240404-sf-platform-report-monitoring-capital-flows en.pdf
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ESMA’s Consultation Paper on ESG Integration in Credit Ratings: In April 2024, the European
Securities and Markets Authority (ESMA) proposed updates to Delegated Regulation (EU) 447/2012 and
the CRA Regulation Annex I, focusing on the integration of Environmental, Social, and Governance (ESG)
factors into credit rating processes. These amendments aim to ensure ESG factors are systematically
considered in credit ratings and disclosed transparently.

Highlights of the Proposed Changes:

ESG Integration: The amendments specify the inclusion of ESG factors in credit rating methodologies
and outlooks, detailing their impact on credit assessments.

Methodology Clarification: The proposal clarifies the components of a credit rating methodology,
emphasizing systematic application and detailed guidance for consistent credit rating determinations.
Transparency Enhancements: ESMA suggests more explicit disclosure requirements around how ESG
factors influence credit ratings and outlooks.

Validation and Review Enhancements: The updates call for rigorous validation of credit rating
methodologies, focusing on the accuracy and appropriateness of ESG data.

Rating Outlooks Inclusion: The revisions ensure the proposed changes apply equally to credit ratings
and rating outlooks, aligning with broader CRA Regulation updates.

These proposals reflect ESMA's effort to improve the quality and transparency of credit ratings in the
context of ESG integration, promoting more informed investment decisions and supporting the EU's
sustainable finance goals. Credit rating agencies, investors, and issuers are advised to prepare for these
updates, which aim to enhance the reliability of credit ratings in assessing ESG risks.
https://www.esma.europa.eu/sites/default/files/2024-04/ESMA84-2037069784-

2112 Consultation Paper on Changes to Delegated Reg 447-2012 and Annex | of CRAR.pdf
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