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UAE Green Agenda 202930

State of Green Finance In the UAE

The first national survey on contributions of
financial institutions to Green Economy
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1.1 UAE Green Agenda 2e4®30

In January2015 the Cabinetof the United Arab
Emirates issued a decision to implement
the UAE Green Agenda 20152030 The Green
Agenda resulted from concerted efforts of the
federaland local authoritiesto concretizethe UAE
GreenGrowth Strategy The Strategywaslaunched
by His HighnessSheikhMohammedbin RashidAl
Maktoum, VicePresidentand PrimeMinister of the
UAEand Rulerof Dubai,in January2012 It aimsto
put forward the O 2 dzy” @rhbitiéhdo become a
global hub and a successfulmodel for the low-
carbon green economy so as to enhance the
competitiveness and sustainability of its
development and preserve its environment for
future generations

Through the subsequent extensive stakeholder
consultation process, the Green Agenda was
developed as an overarching framework to
implementthe strategy, consistingof five strategic
objectives and twelve main programs,which are
further broken down into 31 sub-programs|Figure
1]. In June2015 the EmiratesGreenDevelopment
Council (EGDC)was formed to coordinate and
overseethe implementation and ensure effective
collaborationbetweenfederaland local authorities
aswell asstakeholdersjn line with the UAE Vision
2021 The Councilis chaired by H. E Dr. Rashid

bin Fahad Minister of
Environment and Water, and its
members consist of highlevel
representativesfrom five federal
ministries (Energy, Public Works,
Economy, Finance and Foreign
Affairs) and all sevenemirates of
the UAE Picture]

A committee for each of the five
strategic objectives has been
established by September 2015
which  will  formulate and
implementconcreteactivities

Among the five committees the Committee on
KnowledgebasedEconomidiversificationwhichis
coordinated by the Ministry of Economy, was
appointedto implement the Green Diversification
Program(1.2).

This program aims to provide a comprehensive
solution for promoting the economicactivities of
& 3 NB § R dza b NlpSHifttthe UAEeconomy
beyondhydrocarbornresourcesin combinationwith
the National Greenlnnovation Program(1.1) to be
conducted under the same committee, where
technological contents and new businessmodels
will be advanced this program would focus on
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Second meeting of the Emirates Green Development
Council(September 20159nd EGDC logo

market creation for the emerging environmental
goods and services(EGS)sector, while increasing
the green credentials of existing sectors by
enhancingesourceandenergyefficiency

Thisprogramis further brokendown into three sub-
programsaimingto: i) draw a strategicroadmapand
set targets for greeningthe existingindustriesand
nurturing promising clean technologies and the
nascent EGSsector (1.2.1); ii) provide practical
support for enablingbusinessesand entrepreneurs
to take greeningactions (1.2.2); and iii) stimulate
the financial sector to investin green projects and
businesse$1.2.3) [Figure?].
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1.2 Advancing green finance under the UAE Green Agenda

5 Strategic
Objectives

6 Strategic
Directions

Green
Energy

1. Competitive

Knowledge

Economy 1.2 Green Diversification Program

2. Social 2.1 Integrated Green Infrastructure Program e ymEEEEEEEEEEEEEsEsEsEEEEEEEEE cemsmsmmEss
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3. Sustainable
Environment &
Valued Natural
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4.1 Integrated Power & Water Management Program

4. Clean Energy &
Climate Action

4.3 National Green Economy Data Program

5.1 National Energy & Water Efficiency Program

5. Green Life &
Sustainable Use of
Resources

@ Technologies

Figure 1. Structure of the UAE Green Agenda 22030

The macroeconomicscenarios examined in the
development of the Green Agenda require the
investment of 1-2% of gross domestic product
(GDP)in greeningthe economy for the next 15
years To raise a massive level of investment,
attracting private-sectorfinancingandinvestmentis
ultimately a decisive factor. Despite the wide
availability of green technology solutions and the
willingness of both governmentand citizens for

12 Programs

3.1 Natural Capital & Resilience Program

3.2 Environmental Goods & Services Program

4.2 National Renewable Energy Program

5.2 National Waste-to-Resource Program

5.3 National Sustainable Transport Program

31 Sub-Programs

1.1 National Green Innovation Program

1.2 Green Diversification Program

Expected
Outcomes

Sub-Programs
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New products and
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1.2.2. Greening the Industry Support

* | Increased export |

Scheme Growth in EGS

| Green products |
| Green services *

taking green actions, most of the pioneeringgreen
projects in the UAEhave been led and funded by
government,and limited private-sector finance and
investment has been considered as the major
challengeto materializeeconomicopportunitiesand
job creationfor greeneconomy

The UAE Green ! 3 Sy Rdre@ri Finance and
Investment Support Scheme (1.2.3) aims to

: sector :
Green buildings | : | More green projects |
| Cleantech | 1.2.3. Green Finance and Investment [HE | More green jobs |
: i Support Scheme i :
: | Waste management | i : i | Improved

3 i1 [ competitiveness

Figure 2. Structure of the Green Diversification Program

stimulate the O 2 dzy (findBcRiEsector towards
investmentin green projects and innovating green
finance products and services This includes the
developmentof domesticgreenfinancemodelsand
products,for example,energyperformancecontract
(EPC)publicfinanceinitiative (PFl)and greensukuk
(Islamicbond). Thisschemewould include capacity
building, matchrmakingbetween entrepreneursand
potentialfunders/lendersandpolicysupport



2.1 Purpose of the report

The Ministry of Environmentand Water (MoEW)
will host the Global Roundtable of the United
Nations Environment Programme Finance
Initiative (UNEPFI)in the fourth quarter of 2016,
under the patronage of His Highness Sheikh
Hamdanbin Mohammed bin RashidAl Maktoum,
CrownPrinceof Dubai In preparationfor this high-
level global gathering, the need for a
comprehensiveoverviewof greenfinancepractices
in the country was recognized Suchan overview
was also deemed necessaryas a baseline for
attracting attention of the financial sector to the
UAEGreenAgenda

Against this backdrop, an online questionnaire
surveywasjointly developedby MoEW the Central
Bank of the UAE and UNEPFI, consistingof 4
sectionsand 17 questions|Box]. It was circulated
among 455 financial institutions operating in the
country duringthe summerof 2015 in cooperation
with the CentralBank,the InsuranceAuthority, the
Securitiesand Commodities Authority (SCA)and
the DubaiFinanciaBerviceAuthority (DFSA

Thisreport aimsto provide an overviewof the UAE
financial & S O (ireadidess,current practicesand
challengesn greenfinance,basedon the analysis
andextractsof the surveyresponses

Survey questiongabridged)

Sectionl: Detailsof you andyour institution

Countryof headquarters

Typeof institution

Geographicatoverageof operations
Totalassets/portfolio assets/gross premiums written
[Global UAE]

Isthe institution regulatedby the UAEauthorities?
Doesyour institution offer any Islamicfinancialproducts
andservice®

Section2: Generalengagemenin greenfinance

Q1: To what extent are environmentalissuesaffecting
yourA y & G A BudiedsBkPQ a

Q2: Whichenvironmentalissuesand policiesare largely
(positively or negatively) affecting or going to affect
your busines®

Q3: Does your institution incorporate environmental
and social sustainability elements in its vision and
strategy?

Q4: Are environmental, social and governance(ESG)

Q8: Whichtype(s)of greenfinance products/servicess
your institution planningto introducein the UAEIn the
nearfuture?

Q9: How many projects and how much has your
institution investedin greenprojectsthrough the above
products/servicesfferedin the UAE? [Total, Sectoral]
Q10: What are the criteria of defining green projects
andmakingdecisiondo investin thoseprojects?

Section4: Challenges expectationsof greenfinance
Q11: What are the reasonsfor adopting (or planningto
adopt)greenfinancepractices?

Q12: Roughly,what is the successrate of the green
projects/companiesthat your institution has already
investedin?

Q13: Howmuchhasyour institution benefitted from the
implementationof greenfinancepracticesthrough cost
savings,additional revenues, increased share values,
etc.? Pleaseprovide by a rough estimate of monetized
valuesor a sharein total profits benefits What typesof
benefits?

Q14: What are the main barriers/challenges for

factors integrated into your Ay & (i A (himin&s8 y Qidplementing green finance practices in  your

decisionmakingprocesses?

Q5: Does your institution regularly publish any non-
financialreports?

Q6: Is your institution a signatory or member of the
globalinitiativesrelatedto sustainable
developmentandgreenfinance?

Section3: Currentstatuson greenfinance

Q7: Which type(s) of green finance products/services
does your institution currently offer in the UAEand
outsidethe UAE?

institution?

Q15: Do you think that in five yearsthere will be more

emphasis on environmental, social and governance
(ESGissuein the UAEfinancialsectorthantoday?

Q16: Do you think that the rise of Islamic finance
providesmore opportunities to develop green finance
products and servicesand to investin green projects?
Q17: What type of support or facilitation from the

government is most required to grow green finance
practicesn the UAE?
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2.2

Profiles of survey respondents

No. of respondents
5 10 15 20 25 30

Commercial bank

Financial and monetary intermediar

Financial investment compan

Property and liability insuranc

Finance company

Life assurance and operations of fund formati
Investment bank

Sovereign wealth fund/Government-owne
Takaful insurance

ESCOlYield C

28

12
10

Figure 3. Types of respondent institutiongmultiple answers)

By the deadline, 79 institutions replied back
(responserate: 17.4%). Amongthem, 60 (75.9%)
locate their headquartersin the UAEand 7 (8.9%)
in other Gulf CooperationCouncil(GCCxountries
(Bahrain,Kuwait, Oman, Qatar and SaudiArabia)
45 institutions (57.0%) operate only within the
country, while most of the rest also cover GCC
(35.4% as well as diverse regions around the
world. Whereasrelatively new establishmentsare

more prominent (40.5% were establishedin 2000
or later) amongthe respondentsolder institutions
establishedearlierthan 1980alsoconstitute nearly
one-third (31.6%).

Over one-third (35.4%) of the respondentsare
occupied by commercial banks, followed by
financial and monetary intermediary (mostly
money exchangeand transfer agencies) financial
investment company and property and liability

insurance [Figure 3]. Notably, 28 out of the 48
banks operating in the UAE (58.3%) responded
Threequarters (74.7% of the respondents are
under regulationof the CentralBank,31.6% under
SCAand19.0%underthe InsuranceAuthority.

The aggregated domestic assets of the 79
respondent institutions  (technically called

G LJ2 NI Ta2at SKivéstment firms and ¢ I NP a &
premiums ¢ N U (rS yhéurance companies)
amountingto AED2.915 trillion (USD787 billion),

which exceedsthe total grossassetsof UAEbanks
(AED2.431 trillion = USDG656 billion as of August
20195. Thus, it is consideredthat this surveycan
representa reasonablygood sampleof the entire
UAEfinanciala S O (métiditiasi

Thesurvey illustratesa
good overview and
baselineof the UAE
financial sector as tovers
the majority oflocal
assets.



2.3 Defining green finance

Sinceno universaldefinition of greenor sustainable

finance existsto date, the questionnairegenerally

referred it to as & | yoféthe financialA y 2 G A G dzi A 2 y Q&
practices supporting and facilitating sustainable

development ¢ whether it is for projects,

businesses, industry, organizations, or general

eventsandO I YLJ .A 3y &€
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Theactualidentification of suchpracticeswasthus
left to the respondentsso as to understand and
bridge gapsbetween governmentand the private
sectorin the efforts towardsa greeneconomy

The respondents did not come up with any
common definition or standards but provided
diverse criteria from general environmental

ThereisNO universal

approach togreen

f|nanceas it is defined Figure4wSa L2y RSy U Ay&auAddziAz2fhante ONR
and making decisiongo invest in green projectgexcerpts)
by general positivity,
. . benefits to specific technologies or impact definedby governmentor clients,reflectingthe fact
SpeCIfIC technologles, reduction measures,whilst others emphasizedto that most of suchprojectsare currently arrangedby

Ve

LINE F A l:l F O AT AG é tak%’ntNgcccht@e[@aénNmtv@en economic  the public sector and the role of financial

) and environmentalbenefits[Figure4]. Interestingly,  institutions tends to be limited to arrangingloans
evaluation. a few passively replied that green projects are  for the contractors




