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bio

• climate and infrastructure finance analyst
• IRA implementation: elective pay, loan programs, green banks
• int’l cli-fi: JETPs, World Bank reform, debt swaps, microfinance
• topics: investment process, derisking turn, development finance
• writing/research:

• barriers to “mobilizing private capital”
• climate risk “doom loop”
• financial system arcana
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outline

• the finance gap
• mobilizing private capital

• high-level initiatives: JETPs, MDB Reform, Global Shield
• high-level trends: in terms of money, we have no money

• barriers to mobilizing private investment
• case study: Energy Transition Mechanism
• doom loop & insurance markets
• takeaways
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the wall street consensus

• the “assetization” of development (Gabor)
• all about “mobilizing private capital” toward social goals
• focus on rentier assets: housing, energy, transport, healthcare
• cities: Nusantara, NEOM, Cairo
• Ukraine’s postwar reconstruction
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https://onlinelibrary.wiley.com/doi/abs/10.1111/dech.12645
https://www.ft.com/content/3d6041fb-5747-4564-9874-691742aa52a2


the “finance gap”*

*for a critical take on this way of thinking, read Nick Bernards and Patrick Bigger
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https://www.phenomenalworld.org/analysis/finance-gap/
https://www.developmentresearch.eu/?p=1487


mediating institutions—just in case!

• national governments
• G20, G7, G24, V20, APEC, OECD, SIDS, etc.

• united nations: UNFCCC, COP
• multilateral development banks: World Bank, ADB, AfDB, IADB, 

AIIB
• International Monetary Fund
• GFANZ / Glasgow Financial Alliance for Net Zero

• and other corporate groups
• civil society organizations

• expert groups, think tanks, advocacy, nonprofits, etc.
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total agreement …

"mobilize private 
capital" to plug 
"finance gap"

World Bank + other MDBs

IMF

GFANZCOP / UNFCCC

G7 Countries
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real quick: blended finance → derisking!
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total agreement …

WALL STREET CONSENSUS + WASHINGTON CONSENSUS

• G20 as an institution does not contest this agenda
• (even if India + Brazil have pushed for greater tech transfer, Global South 

voice, etc!)
• China did not contest Ajay Banga @ World Bank

• despite their state-led energy development push
• AIIB emphasizes private capital mobilization just as other MDBs do

• external boosters do not challenge “finance gap” view
• Bridgetown, Songwe-Stern, Summers report
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https://geopolitique.eu/en/articles/breaking-the-deadlock-on-climate-the-bridgetown-initiative/
https://www.lse.ac.uk/granthaminstitute/publication/finance-for-climate-action-scaling-up-investment-for-climate-and-development/
https://www.cgdev.org/sites/default/files/The_Triple_Agenda_G20-IEG_Report_Volume1_2023.pdf


high-level initiatives

• just energy transition partnerships (JETPs)
• South Africa, Indonesia, Vietnam
• other “country platform” arrangements: Egypt’s NFWE

• World Bank / MDB Reform
• IF-CAP

• Global Shield (mobilizing private capital for insurance)

also:
• carbon markets
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whither the JETPs?

• PRAISE where praise is due
• unprecedented diplomatic effort on part of G7+ to “syndicate” finance
• host country can direct sectoral allocation of private finance (allegedly)
• involvement of global civil society actors

• CRITICISM otherwise:
• no sign that high-level diplomatic engagement translates to technical progress
• three years of nothing much
• little to no additionality
• does not necessarily empower democratic/civil society coalitions
• negotiations are foundering on: loans v grants, domestic peco, emissions 

accounting
• JETPs encapsulate agreement on goals and fractures in 

commitment
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dubious tactics

• order of operations
• private sector (GFANZ) will not invest without prepared projects
• secretariat needs to coordinate preparation/derisking of projects at national 

level
• host country needs to identify projects
• IPG needs to provide derisking money

• industrial policy as sectoral allocation of finance
• host country identifies key growth industries: hydrogen, EVs, solar PV modules, 

etc.
• high returns require public derisking

• consequences
• political centralization to facilitate investment climate?
• dependency, lack of domestic macrofinancial resilience
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Schindler, Alami, & Jepson argue (1) that this "derisking state" stuff amounts to industrial 
planning in its own right, and (2) that the result may well be political / authoritarian / 

executive centralization
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Goswami & Rao judge that Global South dependence on foreign finance prevents adequate 
resilience-building absent global financial system reform
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so if i agree, and if you agree…
 then who’s driving the car???
• JETPs exemplify state of climate finance writ large

• high-level political agreement on strategy
• domestic peco becomes key roadblock to meaningful commitments on 

all sides
• institutional investors are key partners of govts, but don’t move 

independently (more on this later)
• economic consequences of the grease

• dependence on global north value chains
• pol. centralization → unjust transition?

• toy model for global climate finance
• read Tooze chartbook on this stuff, says all of it better than i could
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the world bank reform agenda

• JETPs on bigger scale
• project preparation, blended finance, guarantees, secondary market 

creation—all to mobilize private finance
• complex fund structures:

• MCPP Infra / One Planet
• Room2Run
• IF-CAP
• Alterra

• key role for private finance: private sector investment lab

• hurdles: project preparation, credit rating and lending headroom, 
preference for guarantees over loans
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IF-CAP

• “The Innovative Finance Facility for Climate Change in Asia and the 
Pacific”

• (shouldn’t it be spelled IFFCCAP?)
• ADB balance sheet:

• ADB has a portfolio of loans to sovereign governments
• each loan in the portfolio has a certain risk of default (sov gov’t not repaying)
• preserving AAA credit rating requires that ADB keep the default risk on this loan portfolio 

below a threshold
• IF-CAP Guarantee:

• donor governments offer loan guarantee on ADB’s portfolio—shifting default risk from 
ADB to donors

• less default risk → ADB can make more loans (with new default risks) while preserving 
AAA rating

• ADB does not need to pay for these guarantees
• guarantees do not need to be fully paid for by donors (contingent liability, vs a loan)
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concentration risk

• obvious fact with less obvious implications: ADB portfolio is 
concentrated in Asian economies
• default risk of loan portfolio exhibits “geographic concentration”

• more loans to fixed set of countries → greater exposure to smaller set of possible 
sovereign defaults

• correlated contagion risks? (Asian Financial Crisis)
• donor govts’ loan portfolios do not have same degree of concentration

• e.g., USA sovereign loan portfolio is not only for Asian countries
• loan guarantee shifts default risk in mutually beneficial manner:

• ADB attenuates its concentrated default risks
• USA + other donors take default risks of certain loans, but it is less concentrated
• TLDR: it is less risky for the USA to hold these loans’ default risks than for the ADB

advait arun, 2024 27



whose default risk?

IF-CAP is a guarantee program for the ADB’s sovereign loan 
portfolio… so take a guess
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global shield

• led by Germany & V20, supported by US and other G7 countries
• designed to plug countries’ “protection gaps”

• reinsurance pool for host country insurance programs
• financing pool for parametric insurance/reimbursements/disasters
• technical assistance for “risk market development”

• “all risk analytics supported by public funds will need to be publicly accessible”

• mobilize private finance for insurance pools

• Global Risk Modeling Alliance
• “The Global Risk Modelling Alliance is unique in offering private sector risk 

analytics capability for the benefit of public sector programmes, for public good. 
Ministries will gain and use the financial metrics to develop risk strategy – and 
access risk capital – with confidence.”
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total agreement …
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… yet a total lack of financing!
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GIH, 2023
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Bloomberg, 2023
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GIH, 2022
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GIH, 2023
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Convergence, 
2023
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World Bank, 2023
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GISD, 2021
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Atlantic Council, 2023
(Emerging Markets Climate Investment 

Compact – Concept Note)
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(goodhart’s law)
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… yet a total lack of financing!

Addis Ababa Action Agenda → Billions to Trillions → Global Public 
Goods

• institutional investors are seen as partners, but…
• high hurdle rates keep their funds full of “dry powder”
• mobilizing their investment in EMs is not happening

• perverse incentives from targeting PCM
• and all the other “investment climate” problems…
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“investment climate” problems

• project-level risks
• demand, currency, political, regulatory

• portfolio-level barriers
• fiduciary duty, HURDLE RATES
• credit rating agencies
• liability management, speculation, short-termism (pay structures)
• risk disclosure

• infrastructure as an asset class
• illiquid, bespoke, hard to aggregate (trading fees)
• interest rates, global cost of capital

• good immediate returns does not mean good project!
• energy in particular: requires sequencing and coordination

• is the public sector actually less capable than the private sector??
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case study: the Energy Transition Mechanism
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Energy Transition Mechanism

• coal assets:
• (power sales – opex – fuel cost) = (debt service + free cash flow)
• debt from lenders plus owner equity (if IPP)
• long lifetime—how to shorten?

• ADB’s goal
• set up HoldCo (“CRM,” Coal Retirement Mechanism), seek co-investors
• buy ownership equity stake and pay off owners’ debt liabilities upfront (?)
• run asset to generate revenue to repay lenders at a faster rate, wind down 

asset ahead of schedule
• mortgage refinancing for quicker amortization, kinda

• induce original owners to use buyout cash to finance renewable energy, 
etc.
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stumbling blocks

• like a mortgage refinancing
• new loan on new terms to buy out old loan on old terms
• assumes that original coal loans are not “portable” or “assumable”

• high interest rate and shorter duration
• lending to “CRM” fund happens at higher overall interest rate
• higher rates + shorter duration = safer for co-investors

• but less safe for borrowers—credit risk, refinancing risk

• kind of like a leveraged buyout?
• there’s leverage (the CRM buyout fund) and a buyout, so...
• THIS IS NOT NECESSARILY A BAD THING
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stumbling blocks

• blended finance as the solution?
• bad macro conditions raise quantity and concessionality of blended 

finance required
• CRM buyout fund is expensive and cost of capital is probably very high

• sovereign govts and MDBs and philanthropy can invest, lowering cost of capital

• but where is the money?
• perverse incentive

• if new loan terms have higher cost of capital/return requirements, does 
CRM face perverse incentive to burn more coal to earn more revenues 
upfront?
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stumbling blocks

• PLN vs IPP
• IPPs: PPA transparency, take-or-pay contracts
• PLN: valuation transparency

• very young assets
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stumbling blocks

• RE development environment
• best time to buy is when assets are underperforming… when is that?
• electricity mkt structure/take-or-pay contracts mean they are always 

performing well

• under what conditions does RE dvlpmt lower buyout costs of coal 
assets / displace coal?
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no money, no execution

Fall 2021 → Dec 2023
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“doom loop”
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whither global shield?

• Global Shield is actually operational, to an extent
• the coalition is having events at COP

• probably has the same issues as the rest of the examples
• emphasis on coordinating different existing financial entities is time-

consuming and can fail
• mobilizing private capital is tough

• political economy problems 
• informal markets and low tax capacity across Global South → states 

don’t build capacity to build adequate adaptation infrastructure/provide 
public services?

• lessons of microfinance: does not promote development, creates 
dependency, can be procyclical, displaces vulnerable populations
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Sharma finds that MDB-led resilience programs in Dhaka do not attenuate what actually 
drives displacement: real estate development (land speculation) and the resultant water 

table displacement, leading to flooding—exacerbated by climate change!
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microfinance is not identical to insurance, but both involve extending financial products to those 
whom policymakers judge need support. both exacerbate financialization without development
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“Including uninsured losses, the total cost of storms, droughts, 
earthquakes and fires last year was $270 billion.”
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doom loop lessons

• insurance programs as currently constituted can’t really address 
the actual drivers of climate change… so what’s the point?
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takeaways

what we just covered:
• finance gap + mobilizing private capital
• JETPs + MDB Reform + Global Shield
• mobilization data
• investment barriers
• energy transition mechanism case study
• doom loop & adaptation
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takeaways

what ties them all together?
• politically / diplomatically: pyrrhic ideological victory

• or hollow ideological hegemony?
• not even cross-border ideological/rhetorical accord among political elites and 

investors in North and South can break domestic peco roadblocks
• second image, second image reversed?

• economically / financially: no liquidity, dependency
• lack of peco commitment → no money
• either way, reinforces dependency theory implications for climate resilience

• where climate is concerned… perverse adaptation outcomes
• lack of mitigation programs + lack of economic development = no space for 

adaptation
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growth models

• all about “mobilizing private capital” toward social goals
• focus on rentier assets: housing, energy, transport, healthcare
• cities: Nusantara, NEOM, Cairo
• Ukraine

• anyone have any better growth model ideas?
• integration into global private financial system → debt crises, procyclical 

policy, liquidity shocks → no obvious large-scale growth success stories / 
climate resilience success stories in Global South
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derisking, at the end of the day

• swinging for the hedges
• derisking implies political commitment to backstopping investor demand for risk 

hedges
• patchwork derisking = limited ability to backstop investor flight to safety during 

shocks
• hysteresis: shocks that lower investment/consumption demand are 

self-perpetuating → lower growth prospects for countries and key 
decarbonization industries

• perverse conclusion: less derisking now requires way more derisking 
later?

but none of this fixes underlying financial system volatility
• no global dealer of last resort to preserve liquidity where it’s needed
• socialization of investment process = derisking?
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please keep in touch!
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