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FinGreen 2.0

Exploring the role of Climate Fintech in creating a more sustainable future
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Introduction

Fingreen refers to the formation of a
green economy, the foundation and
growth of which is actively managed
by the financial services industry. The
concept is crucial since every+|'1]ng =
starting from fighting climate change
to building resilience against already
occurring impacts- requires a
substantial capital investment. Apart
from the inclusion of traditional
financial services, Fingreen 2.0
focuses on the use of emerging
fintech trends to create a more

sustainable future.

Technology

Climate

As seasoned innovators, fintechs
are better positioned to develop
new business models that would

o|e|igh+ our environmen’ro”y

conscious customers.

When it comes to defining the areas
that fingreen encompasses, several
aspects of fintech come into play. One
of those, called Climate Fintech, is at
the crossroads between climate, finance
and technology. W hile Fintech
combines finance and technology to
improve financial processes, Climate
Fintech is about their application in
decarbonizing the planet. As we aim to
be carbon neutral by 2050, this
Whifepoper examines how fintech
powered innovations can help to make

our financial sys+em more eco—friend|y.
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Climate Fintech

Finance

There is a need to drive mass
Funding towards environment
friendly solutions by making it a
popular investing habit and

speeding up commercialization.

Technology

Efficient use of technology holds
the obi|i+y to accelerate actions

on climate change by helping us
oc’rive|y control, reduce and track

carbon emissions.
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The convergence of climate and finance

The g|obo| economy is under severe
economic and financial risk from climate

chonge. Going by the current trend, more
than 20% of the world's GDP will be

jeopardized by the year 2100. The effects of
g|obo| warming are o|reody being felt Wide|y
across economies, communities, peop|e, and

their ecosystems.

The current poJrh of economic grow’rh is
hoving a devos’rctﬁng and irreversible impact
on human life. If the objectives set forth at
COP26 or other comporob|e forums are to
be met, this will have a huge impact on the
financial markets. To incorporate risks and
possibih’ries associated with climate chonge
info p|ons, businesses and financial markets

will need to odoer.

How can climate fintech help?

The way the climate fintech ino|uerry is
poised to foke advantage of resources at
their disposo|, +|‘\ey showcase a hope in
reorganizing the financial sector to benefit
peop|e and the p|one+. Owing to supporting
government po|icies, many climate fintech
businesses are using digital technologies to
unlock the po+en+io| of financial services

ino|us+ry in ’rockhng climate chonge.

Raising awareness

Mony institutions are raising awareness
about the environment by rewarding the
consumer excessive|y if Jrhey spend money on

environmen’ro“y-conscious brands.

In order to build a climate-resilient economy,
investment in climate fintech must be

ono|yzed From two Oﬂgl@S:

Fintechs that support mitigation
\\: This refers to businesses that enable
:“ mitigation of disastrous climate

chomges and contribute in ochieving

the g|obo| climate goo|s.

Fintechs that support cdqpi'ai'ion 6@

This refers to Fincmcing the cdapi‘aﬁon
initiatives that are expecfed fo he||o us
in getting adjusted to current or

expec’red effects of climate chonge.

Risk assessment

Some new age p|01‘Forms are OlSO USiI’]g

artificial ini'e”igence to predici‘ climate-
linked financial losses in order fo enable

odequo’re insurance.



Key focus areas

A sustainable future can on|y be built on a
financial system that allows and enables
ropid transition of key industries that it
beholds. Amongst the widespread landscape
of financial services, Fo||owing sectors have
showcased an immense capability of
accelerated growth via eco-friendly business

moo|e|s.

Payments

T|’1e way end consumers speno| ’rheir money

has a direct impact on carbon emissions.
Therefore, peop|e must be equipped with the
tools they need to make educated decisions
and share Findings within their circle of
influence. While digital payments are
inherenHy less carbon-intensive than
traditional methods, eco-friend|y payments

are also becoming a big H'iing in the indusiry.
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Let's take a look ot three ways Jrhrough
which o|igi+0| payments can i’ie|p to ease the

effect on environment:

o Going cashless would save the
pi’iysico| resources needed in the

proclud'ion and distribution of notes.

o Digi’ro| payments would also he|p us
get rid of ATMs, which si|en+|y use
up tonnes of generqfed e|ec+rici+y to

churn out cash at any time.

e With digi’ro| transactions, usage of
debit and credit may also recede to

the background eventually bringing

down the use of p|as+ic.

Banking

Banks are Wonderfu”y posiiioned
mediators who have the power to
influence the financial flow from
mu|+ip|e cmg|es. By Jrrcickirig the carbon
generated when producing

bonking produc’rs and reducing the
usage of paper, banks can contribute to

creating a more sustainable future.
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Investing

Sustainable investments are gaining popu|ori’ry
among investors of all sizes for a variety of
reasons, inc|uding the desire to capi+q|ise on
perceived opportunities for higher financial
returns or to avoid risks associated with
various environmen+o|, socio|, and governance
issues. To realise its full po+en’rio|, such
investments must customise its dpproach for

individual investors, concentrating on the issues

that are most important to them. If we are
able to achieve that, significantly more money

will enter the space.
' Ways to lower your carbon footprint

Source: Climate Fintech Repori’
Sfop using p]as’ﬂc A
Take pubhc transport
S1‘op eating meat 7
Sustainable cgricuHure 7

Much more efficient than any other

[nvest in green funds -

method
10 20 30 40 50
ESG criteria is used fo assess the sustainability e Social: The social impact of an organization in
effect of an investment. An ESG score pushing for socially good habits like diversity
generally consists of the following components: and inclusion, health, waste management etc.
o Environmental: The environmental effect of * Governance: This aspect determines how an
an organization, such as its carbon footprint, organization is governed to ensure it has long

& +echno|ogy |+ employs in deOling Wl'H’] |+ ru nning posiﬁ\/e impoc'i' on Socie'I'Y.
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Lending

Green loans or sus+oino|oi|i’ry-|inl<eo| loans are
the ones that provide businesses with the
needed capi+a| support for meeting their
climate related goo|s. The borrower is
encouroged to hold ospiro+iono| goo|s, and the
degree of improvement is linked to the terms
of finqncing. To be considered a green |ocm, it

must be structured in accordance with the

Green Loan Principles, which serve as an

international gold standard. Reg[ed’]
Reg’rech can be defined as a branch of fintech

Susi‘ainabihi‘y loan market has been growing

that he||os to achieve goa|s enforced by

Source: UN Climate Finance Report

regu|o+ory authorities. Below are some

exomp|es that showcase how it could be

1,000 1 opp|ied in climate fintech:
* To counteract greenwashing and other fake
500 - news on social media
* To establish a common standard of
0 reporting on climate goo|s that includes

2616 2017 2018 2019 2020 2021 2022 guide|ines for data collection and omo|ysis.

"~ uUsSD (in billions) * To use blockchain for land registration in

order to decrease the risks for investing in

The sustainable loan indus’rry has exponded

green projects
Jrremeno|ous|y in recent years, driven |orge|y
on the widespreqd use of genera|-purpose * To use data technologies, such as cloud &

sus’rainabih’ry or ESG-linked loans. These loans

machine |eorning for moniJroring climate risk
enable borrowers to indicate their climate

related commitments to external stakeholders tical | h .
e [o use statistical tools, such as scenario

in a credible way. Having said that, the

ono|ysis, simulation and stress testing fo

lenders need must be wary of the possibi|i+y

enhcmce I’iSk momqgemerﬁ &' governadnce.
O'F greenwashing. TI’OI’]SpOI’QI’ﬁ' diSClOSU res on

contract clauses usuo||y he|ps to alleviate such » To improve accuracy, consistency and
/

worries. + in cli | ki
ransparency in climate goals fracking.



Barriers to actions

Given the current trend, governments and corporations are under great pressure fo make

substantial progress on climate related efforts. However, their obi|i+y to deﬁni’rive|y achieve set

targets is marred by the Fo||owing barriers:

0"'

Commitment:

Although a growing
number of organizations
have been making a net-

zero emission
commitment, the quality
of those promises fall
short. Only a few entities
have tied their offset
|o|ons to permanent
removal of carbon

emission +echniques.

Reporﬁng:

Since there are no
worldwide reporting
standards, organisations
often emp|oy a variety
of opprooches in
collecting & analyzing
their data. Because of
these personalised
procedures, it might be
difficult to trust the
validity of data.

Acfionqbihfy:

The process of
transforming data into
insights required for
decision—moking is hard
and time-consuming.
New solutions that can
allow this process are
still in their infancy with
organizations having
little interest in

integrating them.

i
ze
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Conclusion

The climate fintech indus’rr\/ is currenHy viewed as a strong |oi||or in our efforts for positive
environmental chonge. In this report, we delved deeper into the term's definition, its
opp|ico’rions in various fields as well as its rising imporfance. As we understand the financial
services sector today, companies that continue with business as usual will eventually face o

variety of emerging risks.

We need to enable organisations and people to make spending, saving, and investing decisions
that prioritise the environment. Although still in their early stages, newly discovered business
models appear to be on the righ’r track to improve occessibi|i+y, eﬁ(iciency, openness, and

QccounJrobih’ry of our climate goo|s.
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Hoving said that, the road ahead is not going fo be easy. Therefore, a herculean amount of
effort is needed to transform the current ecosystem info a set of climate-concious producfs and

services.
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