SSE Consultative Group Call – Q2
27 May 2020: 9AM and 4PM CEST (Geneva)

▪
▪
▪

SSE Team
Anthony Miller, Moderator
Rita Schmutz, Tech Support
Francesca Jaworska, Tech Support

▪
▪
▪

Guest Speakers
LuxSE: Paul Chahine
LSE: Sara Lovisolo & David Harris
IFC: Elena Panomarenko & Denise Odaro

Agenda
1. SSE introduction to COVID-19 response bonds

2. Guest speakers on COVID-19 response bonds from:
▪ London Stock Exchange (LSE)

▪ Luxembourg Stock Exchange (LuxSE)
▪ International Finance Corporation (IFC)
3. Q&A and exchange updates
4. SSE updates - Global Dialogue and other plans for 2020
Please feel free to share ideas, feedback, updates and questions
at any point during the call

(via chat function or via audio connection)
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Housekeeping
● Please keep your microphone muted when you are not
participating in the discussion.
● During the presentations, you can ask questions at any time by
using the chat function. We’ll make sure these get answered
during the Q&A.
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Rise of C19 bonds boosts social bonds
"Greater emphasis on social finance and
sustainable development will likely be one of
the lasting outcomes of the coronavirus crisis,"
- Matthew Kuchtyak, AVP-Analyst at Moody's

Total value of bonds issued
(USD, bn)

257

53

55

“The present crisis is going to power the
concept of sustainability and social bonds,” Aldo Romani, Head of Sustainability Funding at EIB’s
capital markets.

Green bonds 2019
Social and Sustainable bonds 2019
COVID-19 response bonds YTD 2020
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Issuers of C19 bonds

Response Bond

NIB
$1.1bn

Social Bonds
Sustainable
Development
Bonds

Kookmin
$500mn

IADB $2bn

Caffil
$1.1bn

First social
bond in Europe
to exclusively
finance public
hospitals

Inaugural
bond

COVID-19 response social bonds

CEB
$1.1bn
Sustainability
Awareness
Bond

World Bank
$8bn

AfDB $3bn

EIB
$1.1bn
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Issuers of C19 bonds
▪
▪

▪
▪
▪

▪
▪
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$1.25bn issue is Pfizer’s first ever sustainability
bond.
Proceeds will manage environmental impact,
improve access to medicines + support efforts
against the pandemic and strengthen health
systems in low-middle income countries.
Planned $559mn pandemic response bond in
early June.
A sustainability bond targeted at ESG investors.
Proceeds to help SMEs, as well as noncoronavirus related sustainable purposes.

$1bn COVID-19 bond.
Funds lending to hospitals, nursing facilities and
healthcare manufacturers.
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Use of proceeds

Based on Sustainalytics and IFC.
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Frameworks used for C19 bonds
Percentage of COVID response bonds that are aligned with ICMA SBPs or SBGs.
Social
17

Non-ICMA
aligned
51
Sustainability

33

▪ The existing green and social bond principles and sustainability bond
guidelines are immediately applicable to COVID-19 response bonds.
▪ While a number of COVID-19 response bonds have been issued in
line with ICMA Social Bond Principles, ICMA has also offered further
support and guidance for COVID bonds.
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Frameworks used for C19 bonds
Adaptation

• AfDB & CEB
• Adapted the language
from their existing
social bond framework
to apply to the COVID19 context.

• EIB, World Bank,
IADB
• Added a COVID-19
element to their
existing sustainability
bonds.

Addition

Innovation

www.SSEinitiative.org

Council of Europe Development Bank
$1.1bn Response bond
Issued within Social Inclusion Bond
framework which has been adapted so
financing can be extended to the health
sector.

• NIB
• Developed a new
Response Bond
framework

|

European Investment Bank
$1.1bn Sustainability Awareness Bond
(first issued 2018). Eligibility for the
bond proceeds has been extended to
support national health authorities.

Nordic Investment Bank
$1.1bn Response Bond
The use of a newly developed framework
means the bond does not benefit from
second-party opinion, nor is it aligned with
the SBPs.
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What are stock exchanges doing?
Fee-waivers
▪
▪

For bonds that fund essential services (healthcare,
sanitation) or support employment.
And meet the eligibility criteria for LSE’s Sustainable Bond
Market.

▪

For social and sustainable debt instruments identified as
COVID-19 response bonds.

▪

(Nordics) For bonds which explicitly and exclusively
finance projects that alleviate the negative economic and
health effects of the pandemic.
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Expert presentations
▪

How can stock exchanges support issuers of COVID19 response bonds?

▪

What will be the impact of COVID-19 bonds on the
wider social and sustainability bond market?

Speakers:
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Placeholder –LSE
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Financing sustainability at a
time of crisis
We strongly believe that social and
sustainability bonds with use of proceeds
aligned to funding essential services such
as healthcare, water and sanitation,
supporting employment, or with a link to the
relevant UN Sustainable Development
Goals can have a role to play in directing
capital to initiatives that will help mitigate
the impact of COVID-19.
Such instruments could help issuers in both
developed and developing countries unlock
funding for a wide range of critical projects
in both the short and long term.

Creating an enabling environment
Admission fees for social and
sustainability bonds that aim to
mitigate the impact of COVID19 with relevant use-ofproceeds waived for 3 months

Applies to bonds that are
admitted to London Stock
Exchange, and meet the
eligibility criteria for the
Sustainable Bond Market’s
social or sustainability
segments
Fees have also been waived
by Borsa Italiana.

References
▪ ICMA Covid-19 guidelines
▪ SDGs
London Stock Exchange Group
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A transaction from Italy
Covid-19 Social Response Bond from the Italian national promotional bank,
CDP. Two tranches (3 and 7 years) for a total of €1bn.

Source: www.cdp.it

114 instruments are now listed on Borsa Italiana’s Sustainable Bond segments, +18 YTD.
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Raising capital for African countries
Source: www.afdb.org

The proceeds will be utilised towards enhancing access to essential services,
supporting healthcare, employment, water and sanitation to mitigate the impact
of the pandemic. The bond attracted orders of more than $4.6 billion from
central banks and institutional investors.
The President of the African Development Bank, Akinwumi Adesina, said: “We
are proud to announce that our first listing on London Stock Exchange is a social
bond. This is only the beginning of a stronger partnership between the African
Development Bank and London Stock Exchange. We will mobilize all we can on
the capital market to fight the coronavirus in Africa.”
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The road ahead

Build Back Better will require long-term
investments
Blended finance – private finance backed
by public guarantees – will be key to
meeting the funding challenge: public
finance alone won’t be enough
Green investments will help the recovery
phase, also achieving social objectives
Source: Navigating the Green Finance Landscape, LSEG
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What is a Social Bond?

•

Simply put, a social bond is a bond instrument where the borrower
commits to exclusively use the proceeds to finance or re-finance social
projects. A social project is one that aims for positive socio-economic
outcomes for those in need of it.

•

The market defines social bonds as “any type of bond instrument where
the proceeds will be exclusively applied to finance or re-finance in part
or in full new and/or existing eligible social projects. Social projects
directly aim to address or mitigate a specific social issue and/or seek to
achieve positive social outcomes especially but not exclusively for a
target population(s).”*

•

Social bonds must align with the Social Bond Principles as published
by the International Capital Market Association (see section 2).

*ICMA Social Bond Principles, May 2020

How do Social Bonds differ from Sustainability
Bonds?

•

Certain social projects may also have environmental co-benefits and
green projects may have social co-benefits. Where social bonds
finance/refinance social projects, sustainability bonds are bonds where
the proceeds will be exclusively applied to finance or refinance a
combination of both green and social projects.

•

The classification of a bond as a social bond or sustainability bond
should be determined by the issuer based on its primary objectives for
the underlying projects.

•

The four components of the Green Bond Principles and Social Bond
Principles and their recommendations on the use of external reviews
and impact reporting also apply to sustainability bonds.

Green
bonds

Sustainability
bonds

Social
bonds

State of the Social Bond Market

•

Social bond issuance is growing rapidly, not least due to the COVID19 crisis, though the development of the market is still in its nascent
stages compared to the green bond market.

•

Primary supply is driven by multilaterals, sub nationals and financial
institutions. The first corporate to bring a social bond to the market
was Danone in 2018.

•

In 2019, total global issuance for social bonds was USD 17.3 billion.
Issuance volume in the first four months of 2020 has already
surpassed the volume issued in the full year of 2019. This sharp
increase is driven in a large part by institutions issuing social bonds in
response to the COVID-19 crisis.

•

The disproportionate high growth of social bonds is expected to
continue in 2020 and the market expects to see further diversification
in terms of issuer types.

The Social Bond Principles
What are the Social Bond Principles?
The Social Bond Principles (SBP) are voluntary process guidelines that recommend transparency and disclosure
and promote integrity in the development of the social bond market by clarifying the approach for issuance of a
social bond. They were published by the International Capital Market Association (ICMA) in 2018 and updated in
2020.
IFC was a co-author of the SBP and has chaired the Social Bond Working Group.

Why are the SBP Important?
The SBP are intended for broad use by the market: they provide issuers with guidance on the key components involved in
launching a credible Social Bond; they aid investors by promoting availability of information necessary to evaluate the
positive impact of their social bond investments; and they assist underwriters by moving the market towards expected
disclosures that will facilitate transactions.

4 components:
1. Use of proceeds: (criteria for) use of proceeds should be clearly defined
2. Process for project evaluation and selection: projects should be assessed for eligibility and selected carefully
3. Management of proceeds: issuer has to appropriately manage the funds and ensure that they are only used to
finance eligible projects
4. Reporting: issuer is expected to report on the expected impact of projects eligible to be financed with the proceeds
External review to confirm alignment of social bond issuances to the key features of the SBP though not mandatory, is
advised

IFC as a Social Bond Issuer
• IFC has been a pioneer of the social bond market and one of the largest global
issuers of social bonds in public and private markets and in various currencies and
tenors. In addition to IFC’s Green Bond Program which was launched in 2010, IFC’s
Social Bond Program was launched in 2017 and aligns with the SBP.

• IFC’s social bonds offer investors the opportunity to support SBP eligible IFC
projects and select IFC projects from IFC’s Banking on Women and Inclusive
Business portfolios, which benefit under-served populations in emerging markets
including women and low-income communities with limited access to essential
services such as basic infrastructure, finance etc.
• In March 2020, IFC issued a $1 billion social bond in response to IFC’s COVID19 $8 billion response package. With a final order book of over $3.4bn, the
deal was very well received in the market and is a testament to investors being
keenly interested in supporting the alleviation of social issues.
• On an annual basis, Treasury’s Funding & Investor Relations prepares an annual
report for social bond investors that reports on the expected impact of projects that
are eligible to be financed with social bond proceeds. We also map each project to
the SDGs.
• IFC has played a leading role in drafting the Social Bond Principles and as chair of
ICMA’s Social Bond Working Group, which has published documents such as:
- Working Towards a Harmonized Framework for Impact Reporting for Social Bonds
- Impact Reporting: Additional Q&A (to be published in June)
- A High-Level Mapping to the SDGs
- Case Studies (to be published in June)

As of March 31, 2020,
IFC has issued over
$2.8 billion through 33
social bonds.
IFC’s FY19 Social Bond Impact Report

IFC Illustrative Case Studies: COVID-19

•

End of March 2020, IFC Funding & Investor Relations made
available illustrative case studies of eligible social projects that
address the socio-economic impact of the corona crisis.

• These illustrative examples can include:
- COVID-19 related healthcare, medical research and the
development of a vaccine;
- Investment into additional medical equipment and manufacturing
facilities to produce more health and safety equipment and
hygiene supplies;
- Specific projects designed to alleviate unemployment generated
by the crisis.
• These projects should especially target specific groups directly
impacted by the virus outbreak, although they may also seek to
support a wider population affected by the economic crisis.
Read the illustrative case studies here: www.ifc.org/socialbonds

7. Contacts

CONTACT
Denise Odaro
Head of Investor Relations
edodaro@ifc.org
Elena Panomarenko
Senior Financial Officer
epanomarenko@ifc.org
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Q&A and exchange updates
▪

Questions for the speakers on how you can introduce
social / sustainability bonds in your market?

▪

Other actions your exchange is taking to respond to the
COVID-19 pandemic?

▪

Other sustainable finance updates: new ESG reporting
guidance, products, events, training, publications…? Let
us know!
Unmute your mic to ask a question.

Send us a question using the chat function.
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SSE Secretariat Updates –
Global Dialogue
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SSE Secretariat Updates
In 2020 we had 95 exchanges planning “Ring the Bell” events with
73 events implemented despite the disruption caused by the
pandemic.

New online ESG guidance database: https://sseinitiative.org/esg-guidance-database

New research coming on carbon intensity of markets

•
•
•

SSE Global Dialogue (7 Dec in Abu Dhabi)
More training activities planned with IFC
New research coming on derivative exchanges.
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The SSE Welcomes:

QUESTIONS | FEEDBACK | INVOLVEMENT
Thank you!
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