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How Can Korea and Japan Achieve
Green Society?

« A new economic system and movement to fight against climate change is
rapidly spreading in Europe and other major countries, and Korea and Japan
also must prepare for the future in this stream.

« However, the environmental issue cannot be solved by Korea and Japan
respectively, and it but must be overcome together. Therefore, it is the right
time for green finance experts from Korea and Japan to facilitate the joint
collaboration to achieve green society in Asia.

* In order to solve the environmental problems and realize the sustainable
development goals in the region, it is necessary for Korea and Japan to make
joint efforts and to expand these efforts to other neighboring economies in
the region.



“Green Bonds" and “Greenwashing”
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Suk Hyun et al (2022), "The price of frequent issuance: the value of information in the green bond market”



Environmental Integrity of Green Bonds

* In recent years, green bonds have become an increasingly important financing
instrument to fund projects with positive environmental impacts as well as to
respond to climate change risks. In fact, the amount and number of green
bonds have been increasing globally over time.

* As this trend is expected to continue in the future, it is important to disclose
information on whether proceeds are being used as originally intended and
are effective in improving the environment.

« The green bond market's development still faces key challenges. One of the
most pronounced challenges is the information asymmetry associated with
environmental performance, which directly links to possible reputational risks
in the form of greenwashing and undermines investor confidence.



Environmental Integrity of Green Bonds

* Shapiro (2021) reviewed green bonds listed in the Climate Bonds
Database issued between November 2017 and March 2019 and found
that only 77% of green bond issuers published information on the
allocation of proceeds and only 59% quantified the environmental
impact of the financed projects.

* Deng et al. (2020) explored the People’s Republic of China’s green bond
market in which part of the proceeds from a green bond can be used
for non-green projects. They find that green bonds with more proceeds
used for green projects are sold at a lower yield (greenium).

 Given such potential needs on the part of investors, institutional
arrangement and mechanism that provide information on
environmental improvement effects are more important.



The Value of Information in the Green Bond
Market: The Price of Frequent Issuance

 Exploring global green bond issuance data from Bloomberg from 2014
to 2019, this study utilizes Blinder—-Oaxaca decomposition approach to
determine to what extent common bond prlcmtg actors—such as
Issuance size, credit rating, maturity, coupon rate, liquidity, and green
label—help explain the yield difference between frequent and
iInfrequent green bond issuers, and to what extend the unobserved
factors beyond existing bond pricing can explain the yield difference.

« Empirical evidence shows that, on average, infrequent green bond |
issuers pay 114-177 basis points more on their bond issuance relative
to frequent green bond issuers, which can be attributed to existing
green P%n?l pricing factors such as maturity, credit rating, liquidity, and
green label.

« More importantly, the evidence reports a 8-basis-points bond ¥ield
difference between frequent and infrequent issuers that cannot be
explained by the aforementioned common bond pricing factors.




BO decomposition of the yield differences
between infrequent/frequent issuers
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Suk Hyun et al (2022), "The price of frequent issuance: the value of information in the green bond market”



Policy Implications

* These new findinﬂs offer useful policy implications. While it is
important to further develop the green bond market ecosystem
and reduce information asymmetry via disclosure requirements,
information-enhancing financial services, intermediaries, and policy
makers should encourage existing green bond issuers to continue
Issuing green bonds.

* Frequent green bond issuance not only lowers information
asymmetry, thereby boosting investor confidence, but it also
reduces issuer financing costs in a relatively cost-efficient manner.

« From a market development perspective, encouraging frequent
green bond issuance can boost the supply of and demand for
green bonds, benefiting market depth and liquidity.



Competing Standards/Guidelines for
Green Bond Standards

International Standards
-GBP (ICMA)
-CBS (CBI)

Regional Standards

National Guidelines

-ASEAN GBS .
-Korea, Japan, China...

-EU GBS



Competing Standards/Framework for
ESG Disclosure

« SO many reporting
frameworks, raters and
rankers, certifications, data
aggregators, and regulatory
authorities

* Reduce the burden on both
individual reporting
organizations and companies
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Building Ecosystem for Green Bond Market
In Asla

« N

Harmonization/ Standardization of

Green Bonds (Finance) in the Asia-Pacific
- compare their different initiatives
- identify barriers and opportunities of green finance
- promote best practices

Availability of Certification Tax & Green Bond Monitoring &
Information & Verification Subsidy Standard Reporting

Mitigating Information Asymmetry
- Standardized (harmonized) ESG reporting mechanism
- Building regional platform for green (bond) finance



Comparative Study
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ESG Disclosure -Listed companies (more than 2 -Listed companies required to
trillion won in assets) from 2025 disclose from 2021 under the
-All KOSPI-listed companies from  revised Corporate Governance
2030 Code



WO rk| N g G 'Oy p » Implement a comparative study on taxonomy, )
green bonds, transition finance, and etc in Korea
and Japan )

\
« Establish the network for green finance
Institutions/associations in Asia
J

~

- Standardize what, where, and how companies
report ESG & green finance-related information

Working group

 Develop Asian standards for green finance
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