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Figure 2: Evolvement of Climate Investment Plan in Bangladesh (Source:
Author-developed; Adapted from The Financial Express)

Bangladesh has been a recipient of international climate finance from
various sources, including multilateral funds, bilateral aid, and
international financial institutions. The Green Climate Fund (GCF) has
been an important source of finance for climate-related projects in the
country. Overall project progress in Bangladesh is very encouraging.
For instance, three projects that began in 2019 or earlier have already
received 50% to 80% of GCF allocations. However, the first GCF
project (Climate Resilient Infrastructure Mainstreaming, or CRIM),
which received approval in November 2015 and has been running for
seven years, has received only 12% of GCF grants (US$40 million) to
date. Other international donors, such as the World Bank, Asian
Development Bank, and bilateral partners, have also provided
significant climate finance support to Bangladesh.

The Bangladesh Climate Change Trust Fund (BCCTF) serves as the
national climate fund to mobilize and manage climate finance
domestically. A significant portion of climate finance in Bangladesh is
allocated to adaptation and resilience projects. These projects aim to
strengthen the country's ability to cope with climate change impacts,
including infrastructure development, disaster risk reduction, coastal
protection measures, and climate-smart agriculture. Climate finance
also supports renewable energy and energy efficiency initiatives in
Bangladesh. Projects in this sector focus on increasing access to clean
energy, promoting energy-efficient technologies, and reducing reliance
on fossil fuels. Global Clean Cooking Program is one example of such
projects. Bangladesh is actively engaged in climate finance readiness
programs and initiatives, supported by international organizations and
partners. These programs focus on building the country's capacity to
prepare bankable climate projects, improve financial management
systems, and ensure transparency and accountability in climate finance
flows. The total financing needed for ongoing climate projects in
Bangladesh is shown in Figure 3.
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Figure 3: Financing Need Ongoing Climate Projects of Bangladesh (Source: World
Bank and The Financial Express)

From the above figure, it can be said that Bangladesh needs a large
amount of investment to continue its ongoing climate-supportive plans.
The area of investment for NDC is both conditional and unconditional
and there are 113 programs under NAP 2022. For achieving the goal of
Bangladesh Delta Plan 2100, Bangladesh government has already
planned to invest 2.5% of GDP annually. To meet this need, the
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government also requires the support of the internal financial market.
Both the money market and capital market can play a crucial role here.
Bangladesh Bank (BB) has already issued a policy called ‘Sustainable
Finance Policy’ which aims at increasing contribution to sustainability
through the financial service sector, banks, and other financial
institutions. Some of BB's green initiatives over the years include the
establishment of the Green Transformation Fund (GTF) in 2016 and a
guidance note on the GTF in 2020; ESRM guidelines in 2017; and current
guidelines on the BB refinance scheme for 55 green
products/projects/initiatives belonging to 9 green categories in 2020.
Capital market of Bangladesh can also foster this sector through
providing the funding and investment vehicles needed to support
climate-related projects, initiatives, and sustainable enterprises.

Capital Markets' Potential to Support Climate Finance in Bangladesh
The capital market of Bangladesh can play a crucial role in supporting the
country's efforts to address climate change and promote sustainable
development. Some of the key areas include:

Funding Renewable Energy Projects: Companies and governments can
use capital markets to raise financing for renewable energy projects like
solar and wind farms. Renewable energy companies can raise financing
from individual and institutional investors through initial public offerings
(IPOs), secondary offerings, and green bonds. Beximco Green Sukuk
Al-Istisna'a is the only traded green bond in the secondary market of
Bangladesh. More of such green bonds can be issued to support
climate-supportive projects

Green Bonds and Sustainable Bonds: These financial instruments are
intended to finance projects that have a good environmental and social
impact. They enable investors to direct funds to climate-friendly
programs such as renewable energy, energy efficiency, sustainable
agriculture, and clean transportation. Our capital market should
encourage more of these kinds of instruments to operate.
Climate-focused Funds and Exchange-Traded Funds (ETFs): Different
climate-focused funds and ETFs can be created to allow investors to gain
exposure to a diversified portfolio of companies operating in the clean
energy and sustainable sectors.

Climate-Related Financial Disclosures: By mandating corporations to
disclose their climate-related risks and opportunities, capital markets can
foster transparency and responsibility. Improved climate-related financial
disclosures allow investors to make better-informed investment decisions
while also encouraging businesses to incorporate climate risks in their
long-term planning.

Green Investment Opportunities: Investors can allocate their funds to
companies that promote sustainability, climate resilience, and low-carbon
practices via stock exchanges and other trading platforms. This will
encourage businesses to adopt environmentally friendly practices while
also spurring innovation in clean technologies.

Overall, it can be said that climate finance via capital markets helps
channel investment towards climate-friendly initiatives, fosters
sustainable corporate practices, and promote the transition to a
low-carbon economy.

Climate finance is of utmost importance in Bangladesh due to the
country's extreme vulnerability to the adverse impacts of climate change.
It is high time we should focus on climate-friendly projects that will
ultimately contribute to building a climate-resilient country and thereby a
climate-resilient world. Along with other external sources of financing to
support this initiative, our capital market and money market needs to play

an active role together. Faima Akter

Lecturer, BICM
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