Types of innovative finance for adaptation

nsirument(s)

Risk Based Insurance These help transfer or manage climate-related QO Parametric Insurance
risks, making investment in adaptation more O Catastrophe Bonds (Cat Bonds)
attractive O Weather Derivatives
Q0 Resilience Bonds
Market-Based Instruments These create value streams that support adaptation U Green Bonds / Adaptation Bonds
or incentivize resilient behavior O Sustainability-Linked Bonds
O Payments for Ecosystem Services (PES)
Private and Blended These crowd in private sector investment by O Blended Finance Vehicles
Finance Instruments blending public or philanthropic funds with O Impact Investment Funds
commercial capital O Public-Private Partnerships (PPPSs)
Debt-Linked Instruments Used to create fiscal space for adaptation O Debt-for-Adaptation Swaps
investment or redirect funds towards resilience O Climate Resilience Trust Funds

Diaspora and Community- Leveraging local or diaspora capital for adaptation Diaspora Bonds

Based Financing needs Crowdfunding for Adaptation
Tax and Levy-Based Innovative public revenue streams used to finance Climate Resilience Levies
Instruments adaptation Insurance Premium Levies

Carbon Pricing for Adaptation

Results-Based Finance (RBF)
Advance Market Commitments

Cross-Cutting Mechanisms

o0 OO0 OO




Examples by type of innovative finance for adaptation

Risk-Based

nstruments

\%
I

arket-Based
nstruments

Private and

Blended
Finance
nstruments

Debt-Linked
Instruments

(Debt-for-Ad aptation )

Swaps

® Seychelles' debt swap
for marine conservation

N\

(CIimate Resilience TrusD
Funds

(Parametric insurance ) (Green Bonds / ) (Blended Finance
®African Risk Capacity Adaptation Bonds Vehicles
(ARC), CCRIF L ©® EIB's Climate | ® GCF Private Sector
Awareness Bond; Fiji's Facility; Africa Adaptation
Sovereign Green Bond Acceleration Program
- y, - y, \_(AAAP)
(Catastrophe Bonds (Cat\ (Sustainability—Linked A (Impact Investment
Bonds) Bonds Funds
® Mexico's multi-peril cat | ® Companies or cities L { ® Acumen Resilient
bond (World Bank commit to resilience KPls Agriculture Fund
issued)
g N\ N\
(Weather Derivatives A (Payment for Ecosystem\ (Public-Private-
® Used by Services (PES) Partnerships (PPPs)
agribusinesses in East | ©® Water funds in Latin L_{ ® PPPs for climate-
Africa America to protect resilient irrigation
upstream watersheds systems
g N\ J N\ J

(Resilience Bonds

® Pilot by Re:focus
Partners in urban
infrastructure

N J

® Nauru Trust Fund,
Tuvalu Trust Fund

Diaspora and
Community-

& J

Based
Financing

(Diaspora Bonds A

® Ethiopia, India diaspora
bonds (expandable to
adaptation)

N\

(Crowdfunding for
Adaptation

® Community resilience
crowdfunding in Kenya,
Bangladesh

& J

Tax and Levy-

Based
nstruments

(CIimate Resilience
Levies

® Barbados Green Fund
(2% environmental levy)

N\

(Insurance Premium
Levies

® Proposed in Caribbean
risk pools

\§

(Carbon Pricing for
Adaptation

® Canada’s climate plan
supports some local
resilience programs

\§




Guiding Questions

What is a list of key priority activities and projects for the NAP for the country?

From estimates of adaptation gaps and the country priorities, what levels of funding are
environed by 20307

What could be reasonable mix of sources to pursue

What would be the pattern of scaling-up access/mobilization of the needed funding and
financing by 20307

LEG - Least Developed Countries Expert Group




Gradual progression in capacity to engage in and catalyse
Increasingly complex financing instruments and modalities

Readiness

financial infrastructure

Informal or underdeveloped
economy/financial markets

Building climate finance institutions
Expanding financialinclusion
initiatives

Building domestic capacity to access
international funds

Minimal
readiness

* Grants

» Concessio

finance
« NGOand

funding

Emergence of basic

Establishing national
climate funds

Launching initial
sovereigngreen bonds
Developing initial public-
private adaptation funds

Expansion of banking
and capital markets

Developing corporate bond
markets and expanding
governmentbonds
Strengthening climate risk
disclosure regulations
Establishing CSR guidelines
Attracting institutional
investors

Deepening of financial
markets and institutions

Allowing partial capital account liberalization
Developing climate-linked financial products
Expanding carbon markets and nature-based finance
Embedding climate risk into central banking and
financial regulation

Leadership
stage

Advanced
stage

Intermediate
stage

Building

foundations

« Microfinance

* Supportfrom
international
climate funds

« Debt-for-nature
swaps

« DFls

nal « Loans

philanthropic

Scaling up

* Greenandresilience
bonds

« Blended finance
platforms

« Climaterisk
insurance

» Greater support
from MDBs

Time

Global
innovation hub

Market-driven
expansion

» Institutional
investors-pension
and insurance funds

* Public-private
partnerships

* Internationalgreen
and blue bonds

« FDlinclimate-
resilient sectors

« Carbon markets and
nature-based

- CSR-andESG-linked  finance
Bt » Sovereign
wealth funds

v




Do you need rapid
liquidity after
impact?

Risk-Based
Instruments

and show an
adaptation project
pipeline?

Market-Based

Instruments

Revenue-
generating
project/private
sector interest?

NO

Private &
Blended
Finance

Facing debt

== distress and need g

fiscal space?

NO

Cross-cutting: Results-Based Finance (RBF),

Advance Market Commitments (AMCS)

Filters: Risk profile, market maturity, institutional

capacity, project type/scale

Debt-Linked
Instruments

Have a sizable
diaspora/
community willing
to invest?

NO

Diaspora &
Community
Finance

Can you introduce

= levies/taxes for

adaptation?

NO

Tax/Levy-
Based
Instruments

Build foundations

first (grants,
capacity, pipelines)

NO TO ALL



