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10 key takeaway messages

If you do notwant to read the entirébusiness caséhere arethe 10 things you need to know:

1.

10.

Climate change is a reality; the best available science confirms the climate is changing and
that more severe impacts will occur now and in the future. Bangladashate sectorknow

this and haveample evidence of the impacts of climate change on the coumtith some
understanding of the potential future risks

Climate change presents botisks and opportunities the private sector is no stranger to

risk management nor to innovation. kas thecommercial savvy, innovative skill set and
technical capabilities to devise the transformational solutions required by climate change
The private sectorin Bangladeslis beginning to recognisthat climate change presents a
number of significant opporturities. Interviewed organisations (1@ompanies and 1
business association) see a variety of opportunities, includiavgloping new products and
services (100%) accessing new and expanded marke{83%), creating reputational
benefits (67%0) building moreresilient supply chaingd58%) and taking advantage obst
savingg58%).Many of these opportunities areeen asmmediate.

Climate change acts as an additional stress to existing risks and impacts existing objectives
and priorities. Firstnover companies report multiple drivers for undertaking a climate
related activity, highlighting that climate change presentsiadow of opportunity to take

action on issues and areas that are already important to the business, such as water stress,
logistical response to extreme weather events and waste management.

Case studies of four sectogsenergy, agriculture, insurance and financisérvicesg show

that some Bangladeshusinesseare already benefiting fromlimate relatedopportunities

for example by developing and marketing climate resilient seeds or by developing a new
market for solar home systems.

Several challenges stand imetway of businesses scaling up their climatiated initiatives

and seizindurther opportunities; these vary from sector to sector and fall primarily in four
categoriesinformation (awareness) gaps (92%), weak financial markets or lack of access to
finance (830), capacity consdints (836) and plicy or regulatory barriers (28).Only 86
perceivemarket size as a constraint.

The GCF can help address the barriers businesses face and help them harness
opportunities, specifically through it¥rivate SectorFacility (PSf a dedicated financial
window to mobilise and channel private capital and expersisscale.

A range of Bangladeshi private sector actors interviewed are aware of and interested to
seize the opportunities that GCF may offer. However itiverest and knowledge about GCF
processes is not uniform.

Case studies show thapportunities can be harnessed by building partnershipgth other
businesses, associations, NGOs, government agencies and development partihake
advantage of the resources, networks and expertise provithyd each International
development partners in particular have the resources to help create and finance market
opportunities.

Further steps fotbusinessedo begin to seize the opportunés of climate change include
securing buyin for climate related activities among senior executives, setting epraate
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change cellwithin the business and developing a platform to lobby government for an
enabling investment environment
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2.  Why shouldbusines®sin Bangladesh care about climate change?

Climate change is a reality; the best available science confirms the climate is changing and that more
severe impacts will occur now and in the future. The impacts of climate change are already being felt
in Bangladesh, across all economic sectors and by all segments of society, including business.
Bangladeshi companieseport a number of impacts from climate change includingverall
production decline and degradation of productive land in the coastal regiohanging rainfall
patterns leading to early harvest, damaged infrastructure, and disrupted delivery of goods due to
extreme weather.

Businesses know that to be successful, they must adapt to constantly changing market conditions,
and that changes castem from economic, social or environmenttdctors The impacts of climate
change are alreadgeingexperiencedby businesses, and masge aclear commercial rationala

terms of managing risks and harnessing opportunitigse process of transformatioto a resilient
econony brings new opportunities fobusinesss, includingnew products and services, new and
expanded markets, cost savingsuilding more resilient supply chains and creating reputational
benefitd, all of which provide returns on investment and a positive impact on the bottom Nee:
sources of finance are available to support investment in these new magkeidiicts and services
including theGreen Climate Fund (GC®hich has apecific focusn the private sector.

This paperaimed atyou, members ofthe Bangladeshi private sectowas developed based on
consultation with10 Bangladeshi businessesd one business associati@s well as four public
sector bodiegseeAnnex1 for methodology) It outlineswhy you should care abowiimate change
YR & KI (i ¢p& mdrespedificallyfvBaddpportunities available for you to seizes a resulbf
climate chang@ This includes accessimgw sources of finangespecificallythe GCFThe report
provides a snapshot of the available opportunitieeusing onfour sectors: energy, agriculture,
insurance and banking/financéncluding examles of companies whichre at the forefront in
devebping new products and services aakating new marketin response to climate changé
concludes with a checklist to guide your next steps in accessing the opportunities available to you
now.

2.1. Why the private sectof?

Why is this report aimed at thprivate sectorin BangladeshBefore answering this question, it is
important to considewho makes up this community. Tipeivate sectotis very diverse and includes

large national corporations, multin@nal companiessmall and mediunsized enterprisesSME$

and private investors, among others. In BangladeSMEY are the backbone of the national
economy The International Monetary Fund (IMBountry Report (2012ndicated that SMEs in
Bangladestaccounted for more than 99% of private sector indusestablishments and created job
opportunities for 709%80% ofthe nonagricultural labor forc¥.It is important to note that while
non-governmental organisations (NGOs) and civil society organisat{@S0Os) contribute
AAAYATFAOLyGte G2 . Fy3ftlRSakKQa SO02y2YAO0 RS@St 2 LIV
sector in this report. Social enterprises, which use market mechanisms to achieve social purposes,
are discussed where relevant.
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All of the abovebusiness actors plag significant rolen the economy oBangladeshThe private
sector is recognizeds the primary engine of growth, owning and operating productigstems and
accounting for most of the investment of the countryPrivate sectorled growthin Bangladeslhas

accelerated since the middle of the 1980s, transforming Bangladesh from one of the poorest

countries in the world into a nation on the verge afhieving middléncome status’ In 2010, the

private sector accountetbr 93% of GDP, 81% of total investment, 94% of consumption expenditure,
and 80% of domestic creditThe private sector therefore produces most of the goods and services

consumal by society and provides most of the capital investmeWhen SMEs are considered, they

represent a large aggregate number with significant capacity for employment generation,

technological innovation anasiew productdevelopment.Put simply, the private sector has the
commercial savyyinnovative skill set andechnical capabilities to devisthe transformational
solutionsrequired by climate change

2.2, Climate change: what is the story?

The climate is already changing in Bangladesh gad

further changes are projected in the near term aI Economic impact of climate change
longer term gee Box 1). Climate change will have
profound impacts on the economy of Banglladesh A Jiseases and the inability to reach wo
the development of key sectors such as agrlcylture 4 following the 2004 Bangladesh flood
infrastructure. The 1998 monsoon flood Y R H | \as estimated to have cost the
] 80t2yS {ARN)I SELRASR (K| o2dydaNEQa 3IFNYSy{2T
society and economy to disastertn 1998 flooding| million per day (PwC, 2013).
covered over twethirds of the country, resulting i

Employee sickness through waterborr

by 3

damage and losses amounting to more than USD 2 billion (4.8% of GDP) across agricultur
infrastructure, and industry. More recently, the 2007 cyclone led to damage and losses of more than
USD 1.7 billion (2.6% of GDP) with half of the losses in the housing sector, and the remaining in

agriculture and infrastructurd?

Box1: Observed and Projected Climate Change in Bangladesh

Bangladesh is highly vulnerable to the impact of climate change, due to its geographic location and
resourcebased economy. Located in a ldying delta between the Himalayas and the Bafy Bengal,
Bangladesh primarily consists of low and flat land with some hilly areas in the northeast and southeas
one of the most climate Jnerable countries in the worldThe country is particularly exposed to extref
weather events, such as flds and cyclones. Flooding has become more severe and recurrent over

years, while a decrease in frequency (but increase of intensity) of monsoon has been obsahed@ay of
Bengal since 1970n terms of future projections,he majority of clima¢ change predictions relevant f
Bangladesh have been made using regional clinmbalels which projectparticularly rapid temperaturg
increasesacross South Asiafaster thanthose seen in therevious century and faster than tteverage globa
rate of warming.Extreme weather events are prajd to increase in frequencyncluding heatwaves an
highrainfall. Tropical cyclone intensity is also expected to rise by2006 as sea surface temperature rises
2-4°C. Sea level iset to rise by at least 40cm by the end of the century.

Source: Practical Action, Promoting Adaptation to Climate Change in Bargl26es
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2.3. What does it mean for business?

Globally, businesses are experiencing the impacts of climate change, which présghtrisks and opportunities, direct
and indirect (see

Figurel). On the risk side of the equation, climate change acts as a stressor, exacerbating existing
risks(such a®ld or aging equipmendr water stress impacting production processes) while creating
new ones (such asshareholder or government pressure to report on carbon emissionsher
inability to operateinfrastructure located near the coastue to seadvel rise) Business asset
operations and supply chair@se at risk from climate changevhich poses a threat teevenueand
coststream& KA Yy RS NR ypifitaDittyy LI YA S& Q

Figurel: Directand indirect impacts of climate change on busingssO Ot A Y| A &S . dz&aAySaa whiaj
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Interviewsand existing literatureshow thatmanyBangladeshi businesses are already well aware of
weather and climaterelated risks, due theD 2 dzy ( N&yifga flodd 2pgone nature and high
incidence ofextreme weather eventsAs noted by Sohel Ahmed, Chief Operating Officer at Grameen
Shaktj a nonprofit organization with a mission to promote, develop and supphewable energy
. Fy3aftrRSAK Aa OSNE avylftfT SOSNE I NBI Aa LINRBYS
option of choosing to leave certain areas. There was a huge cyclone a few years back, as a result we
had to reconsider when to take loaepayments from clients, decided that thewtmbwait until the
next seasonthis is just part of our practice. As we are operating within a country where these
impacts are happening 2 dz KIF @S G2 Ay O2N1LR2NI GS A

Acclimatise Group Ltd. All rights reserved.

As Figure 2 showspmngelevenrespondentsthree perceived the impacts as very high am as
high.Understanding how the occurrence of these impacts is likely to chante fature will be key
for companiedo managerisk effectively and remain competitive.

Figure 2:Perception ofBangladeshi private sectoabout dimate change impact ortheir business(source: interviews
with in-country stakeholders)

To what extent has climate change influenced
your organization? (n=10)
5
4
3
2
1 ,
0 H
Very low Low Medium High Very high
2.4. Responding to risk and opportunity
The private sectoris no stranger to risk management
or to innovation. The commeial rationale for { J Risks

engaging in climateelated activities is becoming

increasingly clear to companies globally and in /

Bangladeshbased on managing risks ahdrnessing _
opportunities  Within the broader context of Opportunities
sustainability, global companies and ist@s agree —-_

that taking climate change seriously makes good

business sense. According to James Gorman, CEO of global investment bank Morgan Stanley,
adza 0 | Ay lardrant beifigustamixerdise in risk mitigation, [ifepresents a significargrowth
opportunity for those companies that successfully anticipate the products, strategies, and services
GKFG GKS ¥ dzi 8B ateschandarivesSonganisations to manage the risks posed to
their current business models and identify and cajggon the opportunities that result from more
indirect impacts, particularly in the market! Companies around the world are identifying

10
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opportunities to build resilience, increase business efficiencies and capitalise on expanding, shifting

and emerging rarkets including the growing market fa@missions reductiorisee Box 2). Figure2
shows the primary types of business opportunities presented by climate changlese
opportunities apply toboth activities thatreduce greenhouse gasGHG emissions i6 climate

change parlancemitigation) or providing products/services that heipanage climate risks and

opportunities (adaptation).

Figure2: Businespportunities presented by climatechange(adapted from PWGC 20131)

Development an
distribution of ne

New, expanded
markets for

Collaboration
through supply

I | Cost savings

Reputation and

products and products and . brand value
services services
Competitive ( Reduced raw ) (" Improved )
New revenue Increased advantage can material costs insurance
| streams | market share be gained by (arising from =| purchasing and
having a more increased lower residual
—_— —_— secure and resource \ losses )
- . ) (— Lonaterm ) resilient suppl fficien
Gain ot chain. o) —
- competitive EEe Ol ) Market
advantage business Reduced leadership
L =R operational
costs _—
—_ Increased
investor,
Protects consumer and
profitability other
= especially whe adl15K4t RS
arginsjare confidence
already tight

Box2: What does the Paris Agreement mean for busine3$fe We Mean Business Coalition weighs in

2SS aSty dzaAySaa Aa F O2FtAGA2Y 2F 2NBFYATF ()
businesses and investors who recognise that the transition to a low carbon economy is the only way t
sustainable economic growth and prosperity for &lembers with operations in Bangladesh include H&
Infosys and IKEAollowing the Paris Agreement on climate change, We Mean Business released a sho
outlining the implications for business, indilng significant market opportunities.

On a global scale, thetended Nationally Determined Contributions (INDCs)ational climatecommitments
submitted by 188 countries under the Paris Agreement represent at least a US$13.5 trillion market

energy sector alone in energy efficiency and low carbon technologies through*208@. global clear
technology market is growing significantly faster than the global economy as a’{vlaoié the national
climate plans of developing countries will open nmarket opportunities. These include expanded market
building efficiency and demarside energy management; leearbon and electric vehicles; solar, wind, hyd
and geothermal energy; and water and waste management. Businesses that act boldly arydmifdap the
rewards of these market opportunities.

SourceThe Paris Agreement: What It Means for Business (We Mean Business Coalition)

11
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In Bangladesh, a number of businesses are alreadyaware of the opportunities and benefits of
engaging irclimate related activitieswhile others have somkevel ofawarenesgseeFigure3). Out

of ten private sector respondentdive (50%)felt they had avery high or high level of awareness in

this regard. Four respondents perceived a medium level of awareness, and one a low level,
indicating the need for further information and evidence of a commercial rationale.

Figure 3: Awareness of the opportunities and benefits of engaging in climate related activit®mong Bangladeshi
businessegsource: interviews with incountry stakeholders)

How would you rate your awareness of the opportunities
and benefits of engaging in climate related activities?
(n=10)

45%
40%
35%
30%
25%
20%
15% —
10% l ]

5%

0% —

Very Low Low Medium High Very High

Internationally, Bingladesh has a track record of leadership and innovation in climate change
managenent, and many Bangladeshi businesses are already pursuing concrete opportunities to
provide new products and services that build resilience and reduce emissignuse4 shows the
opportunities perceived byinterviewed Bangladeshi businesses. The most important source of
opportunity is the development of new products and services, as identifiskDBYo oforganisations
interviewed. This opportunity is already being exploited to some extent in the country. For example,

' ydzYoSNI 2F O2YYSNOAFE FFTOUGAGAGASE dzy RSNJ GKS dzy
renewable energy, energy efficiency, waste managetrmand recycling, are being undertaken by
businesses in Bangladesh. Agribusiness companies are developing and marketing climate resilient
seed varieties (see case studies for further detail). Closely linked is the opportunity for new and
expanded marketsidentified by83% followed by reputation and brand valwd 67%,and secured

supply chains andost savingboth at58%

12
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Figure4: Opportunities perceived by Bangladeshusinesseglue to climate changdsource: interviews with m-country
stakeholders)

What opportunities does climate change present? (n=11)
Reputation brand value_ 67%
Securing supply chain_ 58%

Cost savings_ 58%

New or expanded market s 83%

New products & Ser"ices— 100%

The opportunities illustrated in the graph aboaee perceivedo havepotential in bdh the short
and long run. Based on interview responsd® tlevelopment of new products and servicasd
access to new markets aseen agrofitable opportunitiesavailable inthe present.On the other
hand,cost savings, reputatioand brand valueas well as securing supply chamaytake more time
to achieve and reap thikenefits. See sectio® for further information on the concrete opportunities
available irfour specific sectors.

2.5. Climate change as a window of opportunity

It is important to note thatthese opportunitiesare often pursued as eesponse to several driving
forces, includingclimate changeamong other socie@conomic and environmentafactors As
previously mentioned, climate change acts as an additional stress to existing risks and impacts
existing objectives and priorities. Firsiover companies report multiple drivers for undertaking a
climaterelated activity, highlighting that climate change presentsiadow of opportunity to take

action on issues and areas that are already important to the business. For example, Rahim Afrooz
Renewable Energgees an opportunity to improve its kdyusiness function of logistics aritie

02 Y LI} i & D&d deBver and service in remote areas. Within #8urs we promise our
customers hat we will deliver to any aredNow given climate change iagts, we have a chance to
think more proactively, how we ensure that the customer gets what they request @mmpanies

also cited undertaking energy or resource efficiency initiatives to reduce costs. Recycling the millions
of tonnes of garment waste catéed daily has become a business for hundreds of SMEs in
Bangladesh, supported lifie Small and Medium Enterprise Foundation (SMHER9. primary driver

for this enterprise was reducing th@mgsumption of material&nd creatingnew materials from the

waste garments; Md Mamunur Rahmameputy General Managerf SMEFstated that many SMEs

are dtackling the issues of climate change without realisirfgr instancerecycling, which is being

13
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Fdzy RSR gAGK2dzi GKS LINAYI NE NI A zhigh doribuge§ to G O £ A
emissions reductionsincemost waste igisuallyburned inhighly polluting brick kilns. Responding to

climate change presentan opportunity to extend this model to other sectors, such as plastics,
G¢KSNBE Aad Kdzgiswel2 f SNBEOE Ot BSRBNI 26y o1 adS ¢S Ol y
according taMr Rahman.

14
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3.  Opportunitiespresented by theGreen Climate Fund (GCi6)the private
sectorin Bangladesh

While a variety of new market opportunities exist across sectors, masgondents interviewed

cited access to concessional sources of finance as one of the major barriers. Climate relevant
investments in low income markets are often considered to be longer term, higher risk and
generating a lower financial return. Risk ave®mmercial investors are less willing to spend time,

build relationships and market demand required to generate a decent rettgquiring more

WL GASYGQ 2NJ wO2yOSaanz2yltQ F2N¥a 2F OFLAGEE Ay3

Some actors also believe that although public finance might be available, the procedures to access
Oty 06S KAIKE & ao0odzNBIF dzONIF G A O piiviathIeyid ® Vfainess suéh O dzY 0 ¢
opportunities®™ Thus access to finance is not the only primary issue. Lack of accdse to
appropriate form of finance delivered

through appropriate mechanisms & Figures: GCF funding windows

major challenge For example

targeting low income Y

communiies through climate
change responses will require

innovative products and funding N
mechanisms which areurrently
lacking. Harnessing support of

Adaptation

SMEs also require innovation in 4 GCE A

new funding mechanisms, where funding

public finance can play a rok' windows

The GCIan lelp address some ( N ) )

of these barriers andharness Mitigation [ brivate sector facilt;*
some of these opportunities. ~— l

Countries can access GCF finance !

through three funding windows:

adaptation,  mitigation  and

private sector facility (PSF) (See Mobilise funds at Work with local
Error! Not a valid bookmark self scale from MSMEs
reference)™  The PSFis a institutional investors

dedicated financial window to
mobilise and channel private capital and expertise at scale.

The Facilityseeks to supporthe private sector to engage in climatelevant actions throughwto
alternative mechanisms (sd&ror! Not a valid bookmark seffeference) that addresses the supply
side(eg. institutional investorgwvesting fundsand the demand sidéeg. SMEgeceiving fundg*i

First, GCF seeks to mobilise funds at scale from institutional investors such as commercial banks,
investment funds, insurance companies, pension funds and sovereign wealth funds. To thegage
actors the fund will develop a range of investable proddotsn whichinstitutional investors can
benefit. Second, GCF aims to use public finance to work with |loeateentities particularly SMEs

15
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through its SME pilot programme. The PSF sslié Request for Proposals (RFPs) to all accredited
entities, bothmultilateral implementing entitiesMIE9 and national implementing entitiesNIES.
Further detail on thesepportunities andhow businesascan engages explained in more detail in
the nextsection

3.1. What opportunities does GCF offer?

3.1.1. Mobilising funds at scale from institutional investors:

As access to low cost and adequate finance is one of the primary barriers for investors, GCF aims to
mobilise funds at scale by leveraging from ag®a of irstitutional irvestors. However, to ensure
investorsseekreturns GCF is designing a range of prodtatgetingcommercial banks, insurance
companies and sovereign trust funds. In Bangladesh, interviewed capital market companies such as
Green Delh Insurance, Green Delta Capital, MTBL, etc., can potentially hahsefsdlowing range

of products!

Tablel: GCF instruments for institutional investofsource: Private sector document of G&f

Types of instruments for What opportunities they offer for institutionalinvestors

institutional investment

Green and blue bonds | Green and blue bonds are fixed income, long term instruments
provide opportunities for investors to support environmenta
sound projects.

Commercial papers Commercial papers are unsecured short term debt instruments
will be issued by th&CF to finance short term credit needs. Th
instruments are well suited to seek investments from bmakd
present a great opportunity to bring funds for SME programmes.

Syndication and club Syndication has a low transaction cost and thus canubed to
deals raised needed funds for smaller scale projects in less ma
markets. They are also subject to lower regulatory/licensing hsr
than commercial paper and bonds fall under the same regula
framework as loans.

3.1.2. Engagindocal SMEs

GCF createspecific opportunities foiSMEsto help them engage in climate relevant markets. For
example the SMEs pilot programme will channel concessional resources to improve SMEs access to
finance through accredited entities. These concessional resources can teansénancing the
supply chainand the trade of SME products.

INOTE: These aomly assumptions and will take time. GCF will be actually able to issue bonds only once it has
obtained a risk rating from a qualified agency.
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In addition to fulfilling accreditation requirements, tf@CFwould issue eRFPto entities that are
able to demonstrate:

1 A track record of successfully working with and financing SMEs;
1 Theability to monitor the results achieved through the SME Pilot Programme; and

1 The ability to use financial resources to create a significant climate impact.

A % 4 oA X
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will be allocated a capacity building component to fund the appropriate and adequate preparation

and auditing of financial statements and/or feasibility studies by the SMEs that require such capacity
building to access financing for use in climate sensitivestments.

3.2. Ways in whichthe private sectorcan engage with GCF

3.2.1. How canthe private sectoraccess GCF?

There are two waythat Bangladeshbusinessegan access th&CFE by becomingaccredited as an
implementing entity or by implementing projects as an executing entity. Agencies such as local
commercial banks,¢the central bank and special purpose agenciet&uch as Infrastructure
Development Company LimitedDCO), BRAC, Grameen $tia etc), that have a track record of
working with SMEs on climate change projects can become accredited entit@smbtmel funds if

they meet the Bnd@ fiduciary criteria. These financial intermediaries can then channel concessional
resources to improy SME&access to finance. The accredited entities can screen or propose pipeline
projects received from executing entities or respondBP$ssued by the GCF.

So far most agencies who hagained accreditatiorto access GCF are public sector entities or
multilateral entities from developed nations or large economies. To ensure climate finance is more
accessible to local economies tife most vulnerable countries (in particuldeast developed
countries small slands developing states and African natioriis)s important that moreentities

both private and public at the national level get accredited to access finance.

3.2.2. How canthe private sector useGCF funds to address barrieis climate investment?

The GCIean also help in overcoming some of the barriers that the private sdatas in further
investing in climate related activities in the sectors analysed in this report (energy, agriculture,
insurance and finance). This includes:

1 Providing access to low siofinance

1 Addressing information gaps

1 Supporingpolicy reform

1 Supportng capacity building and skill development

1 Making specific provisions for large scale investors, particularly in the energy sector

These will be further elaborated in sectidrb.
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3.3. Interest of Bangladeshi private sector in accessing the GCF

Recognising the barriers to engage in climate relevant action, a range of private sector actors are
intereded to seizethe opportunities that GCF may offdPresentlythe interest and knowledge of
actors aboutGCFprocesses is not unifornFifty percentof respondentsinterviewed were either
partially or not aware about th6&CFEFwhilstnearly 80% of them wermmterested to access the fund.

Two respondentsvho had not previously heard of the GCF expressed interest in accessing it.

Figure6 below shows that a majority of respondents (54%je interested in accessing concessional

finance and grants from th6&CFRwhile 18% arealso interested inbenefiting from the market of

climate relevant goods and services that might result from projects funded by the G@iEl

market players such as Green Delta Capita are particularly interested in accessing grants in early
stages of institutional investment specifically for capacity enhancemetiheasapital market is a

nascent market in Banglade$hA significant propdion of respondents are also interested in

applying as an intermediary or participatingtire submission of projegiroposals to the GC&s an

executing entity however not all are very clear about KS Cdzy RQa I OONBRAGLE G A
submission proceduse and requirementsGreen Delta Capital particularly expressed interest in
harnessing the green bond market through the GAtkichis still nascent in theountry.

Figure6: Preferred methods of engagement with the GCF

How will you be interested in engaging with the GCF?
(n=11)
Investing in GCF product
Others
Accessing guarantee

Accessing equity investment

Implementing climate activities that delive
goods and services

Accessing grant

Accessing concessional fun

0% 10% 20% 30% 40% 50% 60% 70%
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This sectiorpresentsinsights from four key sectorsamely the agriculture, energy, insurance and
financial sectorsyusingspecificcase studiesrom Bangladeshi companies who have already begun
seizing the opportunities presented by climatkange. Considerations specific to SMEs will also be
outlined where relevant. It is clear that there are important links and synergies between various
sectors when it comes to capitalising on the opportunities presented by climate change. For
example, thee are synergies between the insurance and agriculture sedtotthie provision of
weather based index insurance. Importantly, banks play the role of intermediary in providing finance
for investment in new products and services in all sectors.

4, Case studies

4.1, Energy

The eaergy sector is a critical sector for Bangladesh particularly from a climate chamde
developmentalperspective.The aergy sector is both a contributor 8HG emissionas well as the
most vulnerable to climate change impadi&irthermore, increasing aessthe electricity networkis

a key developmental priority. Although 34% of the country has no access to electricity the
remaining70% significantly rely on fossil fuel based energy withajority ofthe electricity coming
from gaspowered thermal stabns and diesel generators used substantially to meet increase in
demands during summer montié Although the overall GHG emissions of the country remain
relatively low in comparison to its neighbouring countriéise share of energy sector in GHG
emissiors is substantial (i.e. nearly 30%btotal GHG emissiofs The emissions from the energy
sector alone have increased by 154% between 1994 to 2005, particularly dae t@rease in
fugitive emissions(unintended gas leaks from pipes and valyefsom buming fossil fuep'
.Fy3ftrRSaAKQA Lb5/ Ffaz2 NBO23ayArAasSa LI2ogSNI aSOG2N |
industry) to meethe target of 5% reduction in GHG by 2630

Investments in renewable energy and energy efficiency measures camochatieve this targetas
Bangladesh has considerable renewable energy potential. So far, the country has significantly
invested in renewable energy projects in rural areas through projects suSolas hme Systems
(SHS), solar micro grids and safdgation pumps. Targets are also set for grid based technologies
such as utility scale solar and wind. Despite great prospetigy scale projects have been less
successful in harnessing renewable sources of energy.

Nonetheless climate change respes open substantial opportunities for investors to harness the
renewable energy potential of the country both in the off grid and grid based mark&iominent
private sector actors includdhe commercialfinancial (banking)sector; social enterprisesr Micro
Financial Institutions (MFLtsyenewable energy SMEs and supplieasid private investors in
renewable energy generation.
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The o©mmercial financial sector,
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A

includes commercial banks suc
Mutual Trust Bank Limited (MTBL
providing low cost loans to SMEs fq
investments in reewable energy and
energy efficiency projects. Bankin
financial  institution  invests in
renewable energy markets with the
help of low cost refinancing facility
provided by the Central Bank
According to the schemehe Central
Bank refinances the commeatibanks
with low interest loan of up to 5% fo
on lending directly to SMEs or throug
MFIs for investments in
investments such as bio gas, sol
home systems, solar irrigation pump
effluent treatment plants, hybrid

Hoffman kilns and solar assembly

plants. Additionally, the green bankin
policy of the ntral Bank also
obligates commercial banks to chann

green

B institutions they have funded 12 solar irrigation projects in No

N Box3: Commercial bankdinancing SMEs in theenewable energy setor
) (source: interviews with incountry stakeholders)

rBRAC Banlestablished in 2001 is an SME focused bank that offers mg

loans at competitive rates. The green banking department's goal i
gcomply with the regulatory guidelines, align with intermaken banking
activities with the central bank and with internal policies of the bank
offers products related to energy efficiency and renewable energy. M
recently they have developed a product calleidlanet Solution an Energ
Efficiency Financgh Loan to assist readymade garments and tex
industries to invest in energy efficiency technology. These include g
and Energy Efficient equipment for borrowers at the rate of 6%. ]
International Finance Corporation (IFC) is involved in this projéus is
an unsecured loan (no collateral) offered to manufacturers and expor
in textile.

=)

oM TBLoffers a green product called Green Energy Loan which finar
customers to set up renewable energy projects such as solar, biogas,
’hydro, brick kilnfinancing and any other potential renewable plan
finances. The bank lends to microfinance entities who lend to sr
borrowers for home and commercial uses. Through microfina

o

Bangadesh. Other examples of projects financed include green &
5|projects such as biogas, recyclable cups.

5% of their lending to green

products®. As a result, private com

mercial banks-lent nearly U$295.62 million to finance

renewable projects in@L4(SREDA, 2015

Socialenterprises orMFIs:

While not strictly private sector,social

renewable energy markets. They play an importgmnt
role as intermediaries between agencies such

enterpriseconstitute a relevant group ofplayers in the

aBox 4. Social enterprises engaged in

IDCOL and households by procuring renewa
technologies from manufacturers nd lending
concessional loans to buyers of solar home syste
and solar irrigation pumpsMFIs(along withNGO3%

are often sought as intermediaries specifica
because of their established
communities: their local market knowledge, the
relationships with relevant agencies, groups a
individuals, and their understanding of the barrie
and risks specific to these mark&t&i

1 Grameen Bank as a ngmofit arm of the

reach in rurp

Dlgelivering renewable energy services i
Bangladesh (source: interviews with -n
country stakeholders)

ms
Grameen Shakti was established by

bank. It began working with IDCOL to deliv

SHS programmes through IDCC

refinancing scheme. The organisation is nc

'Ayso investing in and scaling up sol|

Sirrigation pumps.

=

Organisatios such as Grameen Shakti are ook

thesepartnering organisations
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Another group of private players comprise of suppliers and manufactures that provide equipment
and install renewable energy technologies. They serve as effective intermediaries as provide cost
competence and higlquality aftersales services. In Banglatiesome suppliers are now entering

into agreements with financial institutions to provide credit and related services foiSthSand

Solar Irrigation  Pump (SIP)
schemes, in the same way dsBox5: Rahim AfroozRenewableEnergyLimited (source: interviews
’ with in-country stakeholders)

Suppliers and manufacturers:

microfinance providers. That ig,

rather than simply supplying Rahimdrooz Renewable Limited is an SME in solar technologie

equipment to microfinance| Bangladesh. The organization has five main operations: (a) Solar H

institutions and NGOs, companigs Sysém (SHS); (b) Rooftop Solar Power System; (c) Solar Telf

. Solutions; (d) Solar Powered Pumps; and, (e) Engineering Procure
and Construction. Their activities primarily centre on energy acc
lighting and energy for cooking.

have taken over the role of these
intermediaries and are providing
end users with credit

Utility investors

In comparison to the off grid marketye renewable market in the utility sectas anew but evolving
market.. | Yy 3f | RS &&Szalinglup Rehelable Energy Programme (SREP) and the Renewable
Energy development targets (212921) all call for mosbf new energy capacity to come from
utility scale solar and wind. In fact the RE targets specifically propose to hold auctions for IPP
investment ongovernmentland and to negotiate fixed targffor private investment. Theripate
investment community isow investing in these markets but it &ill at anearly stage.

The responses from tarviews further summarisé@ow concrete opportunities are being harnessed
by private sector actors in the energy supply chain of Bangladesh as deiguiie?:
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Figure7: Opportunities for the renewable energy sectgsource: interviews with incountry stakeholders)

Development of
new products and
services

FGrameen Shakti and RahimAfrooz are both investing in a wide range of renewable energy
technologies including solar home systems and solar irrigation pumps.

EMost recently both Grameen Shakti and Rahimafrooz are expanding markets in solar
New or expanded irrigation pumps. The business model is new but they are scaling up.

markets FEThe commercial financial institutions such as MTBL and BRAC Bank have also expanded into
new markets such energy effciency, brick kiln industry, bio gas and solar irrigation pumps.

FOver time, RahimAfrooz has become proactive and agile in delivering services to rural
remote areas acknwoledging that customer needs must be met within 48 hours, despite the
potential of climate change to impact acessibility.

Securing supply
chain

Reputation/brand EBoth BRAC Bank and RahimAfrooz derive reputational benefits by investing in
value environmental and social outcomes.
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The box belw further details on he Rahinafrooz is turning climate change into an opportunity:

Box6: Case study ofRahimafrooz - Takingadvantage of opportuniy

Established in 1954, Rahimafrooz Group has a significant presence in the Energy s¢
Bangladesh and offers a wide range of renewable and conventional energy solutions. Comp
this divisionare: i)Rahimafrooz Renewable Energy lijdRahimafrooz Energy Services Ltd.

Over the decades, Rahifnaoz has grown in size, scale, and diversity. The Group today has
operating companies. As of 2013, the Group employed more than three thousand people g
and a further twenty thousand indirectly as suppliers contractors, dealers and retditet985, it
pioneered in solar power in collaboration with British Petroleum (BP). In 2004, the Group re
the McGrawHill Platt Global Energy Award for Renewable Energy.

What are the opportunities?

Rahinafrooz entered into this market with solar kary products. But when the climate chan
agenda gained momentum and energy security of the country became a concern, significant
of development fund were channelled to encourage alternative sources of energy partig
through solar home systemsith IDCOI and World Bank. Rahim Afroz is now a pioneer in scali
solar energy market in Bangladesh and till date it has harnessed a market of nearly 100,0(
homes in Bangladesh. It began investing in 2000 with solar home systems and sola ipd
rooftops and expanded considerably between 2€@WA.0 particularly after the Clean Developmé
Mechanism gainedchomentumin 2005 in Bangladesh. In 2010, the company began exploring e
efficiency opportunities in order to reduce carbon emissions alwmb entered into CDM servig
agreements with large scale factories such as the Akij Group. The company has also est
Emission Reduction Purchase Agreements with large companies such as Tricorona.

While the need to mitigate climate change clgafdresents a case for investment in renewable
energy and energy efficiency projects in Bangladesh, there are a range of barriers that discourage
private sector to invest in this sectdfor further information on barriers to investment in climate
related qoportunities and specifically how the public sector can help remove these barriers, please
refer to the policy briefPrivate sector engagement in climate change action in Bangladesh: creating
an enabling environment

Barriers for banking sector:

1

Information gaps and low knowledge levelliscourage the commercial banks to link up on
energy financing with specific branches that are responsible for delivering finance in off grid
areas

Weak or shallow financial marketa few banks such as MTBL areesting in green energy
activities but the practice is not widespread amongst the financial sector of Bangladesh. As a
result the financial market is not fully matyrand,

Capacity constraintsBanks are wary of investing in commercial entrepreneursagad in
energy industry as they lack adequate demonstrable experience to assure commercial
viability.
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Barriers for suppliers and manufacturers:
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1 Inadequate low cost finance from mainstream financial sectattimate change and
renewable energy projects gelire considerable concessionary support as projects are not
viable in pure commercial terms. Financial markets are less interested in providing

affordable capital to such markets.

Information gaps and capacity constraints

1 The private sector lackawvareness of the challenges or the opportunities of climate change

businessand,

1 Information on climate funding opportunities is limited to public sector organisations and
private sector has little understanding on how to access or engage with fundsdike

Barriers for private sector actors in the utility scale markets:

Bangladesh'senewable energgector has so far primarily focussed on small scale off grid renewable

G§SOKy2ft23ASao

large scale infrastructule ¢ KA a A a
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increase utility scale investments, bgtowth of this sectoris currently hindered by the following

challenge¥“:

9 Accesgo landfor solarand wind technologies particullgrabove the scale of 1fegawatts

(MW);

1 Low feedin tariff by the governmentacting as alisincentiveto the private supplies who
are often facing higlcosts of generationpreventing themfrom staying profitable; and,
1 Uncertainty about grid extension by the government is a deterrent for rgind investors.

4.2, Agriculture

Agriculture is a critical sector for the Bangladeshi economy, accounting for 16% of GDP and

SYLX 28Ay3 nm: 27
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climate variability and change, due to the natural connections and dependencies that exist between
climatic conditions and plant development and animal heaBBbsinesses in the agriculture sector

Climate risks to revenue generation in agriculture

According to Lal Teer, climate related events havg
RANBOG AYLI OG 2y (K $etfor?
the month of April2016was 8 crorg(80 million) BDT
(their annual turnover is 14(QL.4 billion)BD7 but at
the time of interview(April 2016)their total sales to
date were equal to5 (50 million) crore. This was
directly attributed to the drought in the western par,
of Bangladesh.

know all too well that erratic rafiall trends
flooding, sea level rise andalinisation and
increasing temperatures  directly  affect
agricultural production and yields, along with
food security andivelihoods.Climate change is
expected to lead to significant agricultural
losses, corregmding toapproximately 3.1%f
GDP estimated anually between 2005 and
2050. These losses will amoumd USD 36

2 Central Intelligence Agency (2016). The World Factbook. Retrieved 7 May 2016 from:
https://www.cia.gov/library/publications/theworld-factbook/geos/bg.html
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billion in lost economic valu&* A variety of actors make up the agriculture sector in Bangladesh,
from smallholding farmers to large congloraggs; this section focuses on agribusiness.

But in managing these risks lie significant opportunities to build resilience to changing climatic
conditions¢ opportunities the agricultural sector in Bangladesh has already begun to identify and
pursue. Amongall organisations interviewed, agricultural businesses saw the highest number of
categories of opportunity as relevant to them. Concrete opportunities are being seized in the
agriculture sector in Bangladesh by all companies interviewed, as sé&juie8.

Figure8: Opportunities for the agricultural sector

Development of FLal Teer and ACI are investing in R&D of climate resilient seeds and fertilisers (eg.
new products and saline-resistant seeds in the south and droughtesistant seeds in the north) and
services increasing sales of these varieties

NEWRI R GERBEE FACI has expanded its market for climate resilient seeds in the South of
markets Bangladesh; demand is increasing year on year.

FACI previously had only one organic fertiliser sourcing point for distribution
throughout the country. Now it uses a variety of local sources so that continuity is
not disrupted if one source is unavailable due to climateelated events

Securing supply
chain

FACI's use of multiple fertiliser sourcing points across the country minimises the
cost of production by reducing delivery cost

Cost savings

Reputation/brand FACI's climate resilient bottle gourd type, Marshall Supreme, is well received in the
value market which has increased brand value and reputation

It is clear that the focus of agribusiness has been on developing climate resilient seeds; from a global
perspective, this represents a significant market opportunityorld seed markets were worth USD

45 billion in 2012. I& low estimate of 20%f those markets weret risk then there could be a
market of USD 9 billion for climatesilientseed type$*

Seethe box below for further detail on how ACI is turning climate change into an opportunity.
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Box7: Case studyon Advanced Chemical Industries (A€T)jaking advantage of opportunity:

Advanced Chemical Industries (ACI) is a laogglomerate operating primarily in pharmaceutice
consumer brands and agribusiness. The agribusiness part of the copfg@hygribusiness & A
Agrolink Limited provides solutions to consumers along the entire value chain, from agricu
input to agricultural processes and retail

What is the opportunity?

ACI has created opportunity from the risks that climate change poses to agricilllimeate change
significantly threatensgriculture inBangladeshaltering the nutrient balance, moisture levels a
salinity of soils, and in some areas, changing precipitation patternsnigaa the need for early
harvest. This has created a demaardong farmerdor new products and servicés be able tocope
with these changesAs a result ACI haddentified and pursuedsignificant opportuniies for the
development of new seed varietiemd fertilisersthat are resilient to changes in climatas well as
agricultural machinery that can reduce total harvesting tiwieen early harvests are required.

Climate change has also driveéXCl to invest extensively in research and development (R
particularly in biotechnology, which is rare in Bangladesbwhs a research centréddvancel Seed
Research and Biotech CentrRSRBC)So far ACI haeleased wer 20 seedvarieties throughits
dedicatedlab, with 40 more in the pipeline / L Qa -réilieht¥piodu&s havéeen verywell
received in the marketfor example thebottle gourdvariety Marshal Supremand theindigenous
variety of potatoLaal Pakridevelopedfurther to be climate resilient.

Market as primary motivation

LG A& Of SINJGKIG GKS o02GG42Y fAYS Ada RNAODAY
these new products. According ddr Mohammad Saifullah, Chief Strategy Officer, ACI Agribus
& ACI Agrolink Limitedt LF ¢S KI @S + Ot AYIFGS NBaiAftASyl
businesk AGQ& | 6A3 o6dzAaAySaad LT GKS &S S Rhighhgioss
LINEFAGYS O2YLI NBR (G2 AYLRNISR LINRPRAZOG& XD K
GKS {2dziK FyR AlG A& INRgAY3I FlLAGSNE RSYLl yH

Integrating climate change into strategy

Behind its success is the fact tha€Clhas embeddedclimate changananagementinto its business
strategy. The company has also long been engagd®&D.It has workedwith the Netherlands
Space officeon satellite data forthe past 30 yearslooking at how climate change has affect
cropping pattern and yield quality. THiglpscreate the baseline of datasetto facilitate analysis of
climate changein Bangladeshiurthermore,ACI updates its product planning with seasonality
makes invetments in farming and retailer trainingon new technologiesand climate resilient
productvarieties

While there is a clearly established business case for investment in cliglated activities by
agribusiness, there are several challenges to further unlocking these opportunities. The following
were noted as specific obstacles to be overcome. For éurihformation on barriers to investment

in climaterelated opportunities and specifically how the public sector can help remove these
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barriers, please refer to theolicy brief Private sector engagement in climate change action in
Bangladesh: creating anabling environment

1 Seed regulationit is difficult to release new seedsinder currentSeed Poligyit takes at
least 23 years for approval and release.

9 Lack of low cost financeAt the moment companies must use commercial finance at8%
interest rates. Low cost or concessional finance is mostly unavailable, which would help
stimulate further investment in climate resilient activities.

1 Inadequate dataThere is a lack of weath and climate datdangladeshwvhich would help
guide the planning of R&D activities. Relevant data is not always accessible, for example on
cropping patterns; furthermore there is no analysis of this data.

9 Lack of knowledge and capacity on climate changehouse capacity is sometimes lacking,
particularly when it comes to developing project proposals for external funding.

4.3. Insurance

Insurance plays a key role in protecting all segments of society from risk and hazards, including those
related to weather The nsurance penetration rate (premiums as a percentage of GDOir)
Bangladeshs among the lowest in the world, at @8 however the microinsurance sector is
recognised as thrivingn the country, providing insurance solutions to the poorest populatidimis

section focuses on insaince in relation to agricultureThetwo are closely linked in Bangladesh due

G2 | 3 NAdépdridéndeN® Weither and climasand the resultingneed for riskmanagement
strategies. Cruciallyjt is in the area of agriculter insurance that evidence ofommercial
opportunitiescurrently exists in Bangladesh.

Climate change presents significant opportunities in insurance maretsally Among private

sector actors, the insurance industry, with expertise in risk management and loss preventisin)

a unique positiorto develop creative solutions to manage the impacts of climate chfigdany

international insurance and rénsurance companies recognise the potential opportunities arising

from the impacts of climate change, includifpgg A 34 wS3> adzy AOK wS3> ! .13 [f
others™ii. As an example of the potential market siz&, million farmers had weather index

insurance in Indidetween 2010 an@011, with a total premium value of3D 258 milliot",

Figure 9 shows the potential opportunities for the Bangladeshi insurance sector, based on
consultation with Green Delta Insurance, as well as IFCasb@ctively supporting this emerging
market in Bangladesh.
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Figure9: Opportunities for the insurance sectdqsource: interviews with incountry stakeholders)

Development of
new products and
services

uDevelopment and deployment of new products such as weather
based index insurance

wGreen Delta Insurance is exploring new markets, such as floriculture.
Banks, NGOs and Palli Kar8ehayak Foundation (PKSF) are inviting
them to visit projects to assess potential for new service offerings.

New or expanded

markets

Reputation/brand ohere is an opportunity to be seen as pioneers in a new and
value emerging field such as weather index based insurance

The box below provides further detail onpartnershipbetween Green Delta Insurance, PRAN and
IFC in developing new insurance solutions for farmers in Bangladesh.

Box8: Case study osreen Delta Insurancd?RANand IFCTaking advantage of opportunity

Who are the players?

Green Delta Insurancétd. is a leading nonlife insurance company which providesesstop
solutions to customers, with producidesigned to cater to different market segments, includ
SMEs, other@ammercialenterprises, and personal insurance for indiv@ls Green Deltdnsurance
has developed and deployed insurance products to address weattlated risks faced both b
lenders and farmers.

PRANRFL Groups aBangladeshi foogroducts corporationand the largestfood and nutrition
companyin BangladeshPRAN is aware of the impact of climate change in Bangladeshasnoeen
exploring ways to build resilience, specifically by invessiiggificantly in research and developme
of new crop varieties for areas prone to salinity.

The Internatimal Finance Corporation (IFC) is an international financial institution that @
investment, advisory, and asset management services to encourage private sector developr
developing countries.

Other partners include:

1 SwissRe (reinsurance)
1 Silvan Ariculture, a sister concern of PRAN, looking after cassava production.
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What is the opportunity?

Green Delta Insurancentered into an agreement with PRAN, in collaboration with IFC (or
DNBESyYy 5S¢t tQdeveloyadd lavinchaBioheering agriolture weatherindex based
insurance productin BangladeshThe insurance programme aims tosure cassava farmergor
damagegsue to low temperaturesnd excessive rainfall.

Weather index based insurance means that insurance payments are trigfereainfall index, for
example, falls below a certain level ovepi@definedperiod. The product is based on modelling
weather risks and does not require the services of a claims assessor, allowing for claims set
process to be quicker and more obj&ve. The indemnity is calculated based on a-pgFeed sum
insured per unit of the indexe(g. dollars/millimeters of rainfall). It has been commercig
underwritten since 2002, In the Bangladeshi modef,the temperature is continuously less thary
degree Celsius for 5 days in the monthslafuary to February, the payout will be 1:6%8%. If there
is excess rainfalldr more than continuous 3 dayfsom 180 mm upto 380 mm,the payout starts
from 1% and increases with the amount of rain.

PRAN is bearinall expense$or the scheme, as it is within eontract farmingagreement;PRAN
receives the entirecassava harvest, which it uses in many of its products such pharmaceutica
juice, as well as for exportFarmers are contributing the labour and laadd are aware of thg
insurancecoverage PRAN is cultivating 0 acres of assava and has plans to scale up to 12,
They are monitoring the results and based on this will decidiether or nd to increase the
premium

IFC provided technical expesti by designing the actuarial product.
Key success factors:

9 Partnership between insurance and agribusiness sealong with development partner

1 Awareness, interest and engagement in climate change issues on behalf of in
businesses (Green Deltaslrance and PRAN)

1 Innovationand technical capacityrovided by IFC

Good management and readingssharnessopportunitieson behalf of PRANNd,

1 Dialogue withfarmers to raiseawareness about the products

=

While there aresignificant business opportunitiésr insurance companies to develop new products

and serve new markets in order to proteetiinerable populationgrom climate elated impacts,
currently themarket for weather index based agriculture insurareel relatal productsis nascent
in Banghdesh. Right now only handful of pilot schemesre operationalon the ground For

example, the nationainsurance company, Shadharan Bima Corporation, in partnership with the

Asian Development Bank (ADBhd various other pvate and nomgovernment partners,has

recently begun a weather index based crop insurance programme to reduce farm income losses
caused by climate and natural disaster &K.Pragati Insurance, Swiss Re, Oxfam and others
collaborated on a flood insurancecheme which was triggered for the first time by the floods in

August and September 2014.
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A number of challengesieed to be overcomeor these types of projects to reach a larger
commercial scaleasoutlined below For further information on barriers taawvestment in climate
related opportunities and specifically how the public sector can help remove these barriers, please
refer to thepolicy briefPrivate sector engagement in climate change action in Bangladesh: creating
an enabling environment

Policy and regulatory environment:A clear policy signal would help encourag®p insurance
uptake. For example, crop insurance is mandatory in India, which has stimulated a large market for
weather index based insurance products.

Inadequate infrastructureand data: Automated weatheistations are few and the data required for
modelling risks is often poor or inaccessible.

Lack ofinternal capacity:Bangladeshi insurance companies often do not have the capacity to design
and price complex index insurance products; further capacity building is required, as in the case of
Green Delta Insurance, where IFC provided technical advisory services for piedelctpment.

Lack of awareness in the markefFarmers areoften not aware ofthe benefits ofinsurance thus
hindering demand and market penetratiolnsurance awareness is a totally new congebé risks
that farmers due to changing future climate carirbe assessed by referring to past experience,
therefore insurance may seem very dgsto them. (IFC, 2010)Greater information to build
awareness otlimaterisksand risk management tools needed.

Highcosts Premiumsare currently very high dueotthe high riskn Bangladeshtaking into account
factors such as climate change and the increasing frequency of extreme eSehsidies would help
to overcome initial investment barriers, introduce the benefits of these productshetistimulate
demand.

4.4. Financialservices

Thefinancialsector LS @& | ONHzOALFf NREfS Ay . lLiyaskhRBeaKkKQa 3
facilitator of all economic transactions, providing the capital businesses nmeedgrow, thus

stimulating growth in theD 2 dzy” in&jd@ €dénomicsectors For example, hie financialsector has

0SSY AYyaildNMHzySyidlrt Ay YF{1Ay3a (§KS OZ2edgyhithéBverid I+ LILI N
0 S KA Y R i KdwgerQprivate sector investment in Bangladdsis stagnatedat around

199>Vl of GDPR which means there are several challenges hindering furghiarate investment,

including anincrease in nofperforming loans to total loans, problematic corporate governance in

banking, and restricted access to credit for doing busire%s

In Bangladeshhe financial sector is made up of the capitmarket, the money marketand
microfinance; the banking subsector dominates, whitg-banking financial institutiond\BFI$and
the capital market play a more limited rol@his case studyfocuses on two typesof actors
commercial banks and capital market investd@eth commercialbanks and capital market investors
aim to provide their clients with a range of financial products and servssit a variety of needs,
and to createsustainableeconomic valudor their clients andin turn,themselvesThus, theyneed
to know that their investments are secure awill provide a return, just likall busineses

Unlike agriculture or energy, the impact of climate change on banks and other financial actors is not
direct, yet it is significantin their role as intermediaries, banks and financial service providers
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experience the knockn effects that climate change has on their clients and potential cli&vtsle
interviewed financial service providers did rmggnerallyperceivea direct impact of climate change
on their day to day operations, thestated thatclimate changeaffects themthrough changing @nt
and regulatory demandswhich affects how they do businegSlimate change poses a risk to the
securty and sustainallity of investment¥; banks and financial service providers thus have an
interest in integrating climate in their risk assessment and management strategies.

Along with changingnarket and regulatorydemands comes the opportunity to proddnew
financial products and serviceterviewed financial service providers identified tdevelopment

of new products and serviceand new or expanded marketsas the primary opportunities
presented by climate changeds Bangladeshi businesses in otlsectors start identifying and
investing in climate related activits, as many are already dojrifpey will require finance, in turn
creating new demand and opportunity for banks and financial instituti@ee Box9). Banks have
primarily identified tangible opportunities linked to energy, for example in financing energy
efficiency and renewable energy activities (sErergycase study for more detail).Figure 10
outlines some of the opportunities for the financial services sector.

Box9: Increasing demand for climate related finance

Green Delta Capitddas observedncreased investor demand for new climate related products
services:

G¢KS RSYFYR Aa AYONBlFaAy3das (GKNBS 2F 2dzNJ G
funding then we will change our conventional factories into green buildings, WEED
OSNIAFTAOF A2y adé

Demand can also come frothe supply side of the market. Where leswst funds are available fq
climate related purposes, such as drip irrigation or energy efficiency, then clients have an in
to take up these investments. BRB@nk has noted thatlemandexists, for example their Plang
Solutions Loans, targeted aextile manufactures or technology service providerwho may be
eligible forfinance in water andenergy efficiency improvementdhis is a new product for whig
they haveso farnoticed a good response.

However, affordable finance remains an issue:

G628 KI @S a2 Ylye OfASyida ¢K2 INB glyidAay3a I
put solar panels on for their own consumption, but they cannot beddesedo not have access

global funds, or other funds where they can gain access and implement, gain knowledge an
their skills for the futureWe have been speaking to around’ &lients in the last-6 months[about

this]. [Development Finandastitutiz y & 8 afe @ravaliXg rates of over 3 and close to 4.5 per
which is not feasiblé. 6 Ay G SNIWWASs 6AGK DNBSYy 5Stdl /I L]

The GCF is thus an opportunity to help unlock the demand from other sectors for financial pr
and services foclimate related initiatives.
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vilding climate resilience

Figurel0: Opportunities for the financial services sector

Development of PNew investment products and services to meet the increasing demand for finance
new products and for climate related activities in various sectors such as energy, agriculture,
services garments etc.; this opportunity exists now and will increase in the future.

NERO AL ERES AVith the support of development partners, new markets are opening up, eg. the
markets very poor

PMutual Trust Bank has 2 solar ATMs; although the cost of installation was high,
Cost savings there are no fuel costs. Due to other energy efficiency installations such as smart
lighting and IP telephones, the bank's overall electricity bill has reduced.

Reputation/brand FBanks and financial service providers derive reputational benefits by investing in
value envronmental and social outcomes; both within Bangladesh and internationally.

There are clear potential business opportunities linked to climate change, as acknowledged by all
interviewed financial service providergéet challenges remain, constraining banks and other financial
institutions from fully capitalising on the opportunitieor further information on barriers to
investment in climateelated opportunities and specifically how the public sector can helporem
these barriers, please refer to thmolicy briefPrivate sector engagement in climate change action in
Bangladesh: creating an enabling environment

1 Lack of access to (low cost) finand#fith the growing demand for climate related or green
projects, nvestors expectaccess low cost finance, yet it is currently not available at
acceptable interest rateMTBL, for example, would be interested if it could receive loans at
a 2-2.5% interest rate.

1 Lack of awareness of client$Vhile climaterelated activities (such as energy efficient brick
kilns) havdower productioncosts the initial investment cost is veritigh, which makes per
unit product cost high. Clients are tempted to invest in cheaper, conventional prethait
are not climate friendly, according M TBL

1 Low awareness of climate risk of banks and financial service providEmsancial service
providers in Bangladesh do not currently systematically consider climate risk to their
investments. While many havenvironmental criteria in place for lending, this considers the
impact of the investment activity on the environment, and does not consider how an
investment will be impacted by future climate change. Furthermore, typically short
investment time scalesalnot encourage consideration of