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WHAT ARE 
SUSTAINABLE FINANCIAL INSTRUMENTS?

The eligibility of project categories4 and 
the procedures to be observed are 
described in the following publications: (i) 
Green Bond Principles - GBP5, (ii) Social 
Bond Principles – SBP6 and (iii) 
Sustainability Bond Guidelines - SBG7, all 
developed by the International Capital 
Market Association (ICMA). 
According to them, four principles must 
be observed for bonds to be eligible for a 
green, social or sustainable labelling:
a) The proceeds shall be used to �nance 
projects with environmental and/or social 
bene�ts;
b) There shall be a project assessment 
and a selection process;
c) The process for management and 
allocation of the proceeds shall be clear;
d) Performance reports shall be issued 
(including Key Performance Indicators – 
KPIs)

Another category is the sustainable loans 
or �nancing (or ESG)8, which also require 
the allocation of funds to projects with 
environmental and/or social bene�ts. The 
types of loans or �nancing arrangements 
that may be classi�ed as sustainable 
include:
a) Bilateral facilities;
b) Syndicated loans, in which one of the 
banks assumes a position of sustainability 
agent that will manage and centralize the 
relevant documentation with the rating 
agency;
c) Revolving credit based on the ESG 
score, in which the interest rate varies 
according to an ESG performance 
measured by external review; and
d) Project Finance.

a) Green Bonds3: used to 
�nance projects with 
environmental bene�ts, 
including those related to 
renewable energy, energy 
e�ciency, waste treatment, 
low carbon transport, 
among others.

b) Social Bonds: used to 
�nance projects that 
address social matters 
and/or aim to achieve 
positive social impact, 
especially for the 
vulnerable, such as 
low-income population, 
minorities, unemployed 
people, and others.

c) Sustainable Bonds:  
used to �nance a 
combination of projects 
with environmental and 
social bene�ts, which may 
include aiming at achieving 
one or more SDGs.

3 When projects present mitigation of or adaptation to climate change bene�ts, the debt securities related to are commonly 
called “climate bonds” 
4 If the bond issuance or credit line involves more than one type of project/resource allocation in di�erent sectors/activities, 
the issuer may structure a framework model of its projects portfolio
5 https://www.icmagroup.org/green-social-and-sustainability-bonds/green-bond-principles-gbp/ 
6 https://www.icmagroup.org/green-social-and-sustainability-bonds/social-bond-principles-sbp/  
7 https://www.icmagroup.org/green-social-and-sustainability-bonds/sustainability-bond-guidelines-sbg/ 
8 Guidance for green loans can be found in the Green Loan Principles (GLP), released in March 2018 by the Loan Market 
Association (LMA), which determines principles similar to those addressed by the ICMA for the classi�cation of a green loan:
https://www.lma.eu.com/application/�les/9115/4452/5458/741_LM_Green_Loan_Principles_Booklet_V8.pdf

Sustainable �nancial instruments are those that provide for the allocation of 
funds to projects or assets that promote environmental and/or social 
bene�ts. Under this label, for example, are bonds and loans in connection to 
projects with environmental and/or social gains.
The issuance of bonds whose proceeds will be used to �nance projects with 
environmental and/or social bene�ts has grown globally. Depending on the 
allocation given to the funds raised from these issuances, the bonds may 
be classi�ed as:

Still in 2015, 196 countries adopted the 
UN Paris Agreement on climate 
change, aiming to limit the global 
emissions of greenhouse gases and the 
increase of the Earth’s temperature to 
1.5º to 2°C in relation to pre-industrial 
levels. According to the 
Intergovernmental Panel on Climate 
Change (IPCC), in a “business-as-usual” 
scenario, the increase in the global 
temperature will reach 1.5°C within only 
12 years. As stated by the IPCC in the 
“Special Report on Global Warming of 
1.5ºC”2, annual investments from US$1.6 
to US$3.8 trillion between 2016 and 
2050 will be required to maintain the 
global temperature increase at 1.5ºC.

In such scenario, the �nancial market 
plays a crucial role in resources allocation 
and in the promotion of projects that 
meet the SDGs and the objectives 
agreed under the Paris Agreement. 
Sustainable �nancial instruments can 
foster a new model of 
socioenvironmental impact management, 
encouraging businesses to adopt 
Environmental, Social and Governance 
(ESG) standards, that can bene�t 
companies, investors, and thus the 
markets and the community. 

Since the Earth Summit in 1992, the global community acknowledges the 
need to promote sustainable development, which considers the balance 
between the environmentally correct, the socially just and the 
economically feasible. In 2015, at the United Nations Summit on 
Sustainable Development, the so-called Sustainable Development 
Goals (SDGs) were de�ned, an agenda with 17 items that re�ect the 
global objectives to be sought collectively and individually by all players at 
the public and private level. According to the United Nations Conference 
on Trade and Development (UNCTAD), between US$5 to US$7 trillion per 
year globally will be necessary to achieve the SDGs.1

WHY IS THIS 
IMPORTANT ?

1 https://unctad.org/en/pages/SGStatementDetails.aspx?OriginalVersionID=111 
2 https://www.ipcc.ch/sr15/ 



WHAT ARE THE 
B E N E F I T S ?

9 ABNT and ISO are developing a speci�c norm to green bonds: the ISO 14.030.
10 News disclosed by B3 as of November 27, 2018, available at: http://www.b3.com.br/pt_br/noticias/titulos-verdes.htm
11 According to report of the magazine Foreign Policy about the performance of LGX, available at: 
https://foreignpolicy.com/sponsored/the-luxembourg-green-exchange-lists-50-of-the-worlds-green-bonds/

a) Second opinion, provided by specialized 
consultancies;
b) Veri�cation, performed by means of 
auditing, based on internal criteria or 
declarations by the issuer itself; or
c) Certi�cation, awarded upon the ful�lment 
of established standards and criteria, as the 
Climate Bonds Standard in case of green 
bonds, after analysis by accredited inspectors.
Furthermore, in addition to green bonds 
labelling, it is also possible to seek a 
sustainable rating, given by specialized 
research institutions and rating agencies.
In the case of bond issuances, the external 
review process runs alongside the regular 
issuance proceeding. The external review 
service provider must request the issuer for 
information regarding the project with 
environmental and/or social bene�t to which 
the proceeds will be used and must evaluate 
the sustainable credentials of the project, as 

well as the issuer’s commitment to the 
allocation of the proceeds and reporting.
In November 2018, B3 (the Brazilian stock 
exchange and over-the-counter market) 
informed on its website10, that it would 
identify green and sustainable bonds in its 
systems by labelling the listed assets, thus 
facilitating the identi�cation of such bonds by 
the market. The Brazilian example is 
consistent with other international initiatives 
such as the Luxembourg Green Exchange 
(LGX) – the listing segment of the 
Luxembourg Stock Exchange dedicated to 
green bonds. Currently, LGX concentrates the 
listing of 50% of the world’s green bonds11, 
allowing investors broad access to documents 
related o the labelling of such securities.

Another e�ect on pricing is the so-called 
green halo, which refers to the fact that the 
green bond issuance has the ability to push 
down the entire issuer interest rate curve in 
the secondary market13. The possible 
explanation is the increased demand for 
conventional (i.e., non-sustainable) bonds of 
the company by investors who have been 
exposed to a superior sustainability narrative 
due to the green bond issuance.

In Brazil, green bond issuances until now 
indicate advantages related to the 
diversi�cation of the investors’ base and 
reputational gain. Brazilian issuers have also 
reported potential pricing gain in international 
issuances, although there is a lack of 
statistical evidence for that14 .

Revolving sustainable loans or ESG 
may also o�er �nancial gains to the 
borrower due to a positive ESG 
performance. In this type of loan, the 
interest rate can be reduced or 
increased, pursuant to the borrower’s 
performance – positive or negative 
–in relation to the socioenvironmental 
metrics, to be assessed by external 
review. 

12 According to study developed by Climate Bonds Initiative, 
available at: 
https://www.climatebonds.net/resources/reports/green-bond-pr
icing-primary-market-january-june-2018     
13 Source: NatWest (2018). 
14 According to study developed by SITAWI and LAB, available at: 
http://info.sitawi.net/relatorio-pesquisa-titulos-verdes-lab-2018  

HOW TO DISTINGUISH 
SUSTAINABLE FINANCIAL 
INSTRUMENTS FROM THE 
CONVENTIONAL ONES? International experience shows interesting pricing results in the green bond 

market. The so-called greenium e�ect happens when interest rates applicable to 
a green bond issuance is lower than the one applicable to comparable bonds 
traded in the secondary market, an e�ect that has been veri�ed in the 
international market for some of the analyzed issuances12 .Green, social or sustainable labelling is a voluntary initiative, as there is no legal 

requirement to identify �nancial instruments as such. According to market 
practice, issuers of sustainable bonds and �nancial institutions that sustainable 
lines of credit follow the procedures set forth by the standards mentioned above, 
such as the principles of green, social and sustainable bonds of ICMA, and/or 
other internationally accepted certi�cation standards such as the Climate Bond 
Standard, from the Climate Bonds Initiative9.
Issuers can self-label their bond or commission an external review to assess the 
green, social or sustainable credentials of the bond.  
The ordinary process involves commissioning an external review in one of the 
following modalities:



ISSUANCE OF
SUSTAINABLE FINANCIAL INSTRUMENTS IN BRAZIL: SOME HIGHLIGHTS15

15 The issuances listed below are not exhaustive. According to 
the Newsletter of Incentive Debentures published by the Ministry 
of Economy in January 2019, for example, there are other issuers 
that issued infrastructure debentures with external evaluations, 
such as Omega Energia e Implantação 2 S.A., Eólica Serra das 
Vacas Holding II S.A., Enel Green Power Maniçoba Eólica S.A. and 
Enel Green Power Damascena Eólica S.A. The mentioned 
newsletter is available at: 
http://www.fazenda.gov.br/centrais-de-conteudos/publicacoes/b
oletim-de-debentures-incentivadas/arquivos/2019/boletim-de-d
ebentures-janeiro-2019/@@download/�le/SEAE-MF-Boletim%2
0Deb%C3%AAntures-LEI%2012.431%20-%20Jan%202019.pdf. 
16 The issuance had the participation of Din4mo S.A. in the 
capacity as coordinator of strategy and social impact. However, 
under the issuance indenture, there is no indication of obtaining 
external evaluation of specialized institution for the mentioned 
issuance.

ISSUER: ITAREMA GERAÇÃO DE 
ENERGIA S.A. (RIO ENERGY)
Security type: Green bond
Use of proceeds: Implementation of the 
following wind farms of the Complexo 
Eólico Itarema: Eólica Itarema I, Eólica 
Itarema II, Eólica Itarema III, Eólica Itarema 
IV, Eólica Itarema V, Eólica Itarema VI, 
Eólica Itarema VII, Eólica Itarema VIII and 
Eólica Itarema IX, located in the 
municipality of Itarema, State of Ceará.
Instrument: Infrastructure Debentures 
(Law No. 12,431/11)
Issuance date: October/2016
Issuance amount: ≈ BRL 112 million
Interest Rate: 7.8067% p.a. + IPCA
Type of issuance: CVM Ruling No. 476
Term: 12 years
Sector: Energy
Rating: AA(exp)(bra) – Fitch Ratings
Underwriters: Banco Itaú BBA S.A., XP 
Investimento Corretora de Câmbio 
Títulos e Valores Mobiliários S.A. and 
Banco Santander (Brasil) S.A.
External Evaluation: second opinion 
SITAWI + CBI Certi�cation

ISSUER: ECO SECURITIZADORA DE 
DIREITOS CREDITÓRIOS DO 
AGRONEGÓCIO S.A. (SUZANO PAPEL 
E CELULOSE S.A.)
Security type: Green bond
Use of proceeds: Sustainable forest 
management, either (i) for maintenance 
of already certi�ed areas or (ii) for an 
expansion of the certi�ed forest base, 
which complies with national and 
international standards, such as FSC®, 
Cer�or (PEFC) or equivalent certi�cation. 
The eligibility criteria for project funded 
by CRA Verde are the same de�ned by 
the certi�cation criteria. 
Instrument: CRA – Agribusiness 
Receivables Certi�cate
Issuance date: November/2016
Issuance amount: BRL 1 billion
Interest Rate: 96% do CDI a.a.
Type of issuance: CVM Ruling No. 476
Term: 8 years
Sector: Paper and Cellulose
Underwriters: Banco J. Safra S.A. and 
Banco Itaú BBA S.A.
External Evaluation: second opinion 
SITAWI

ISSUER: POTAMI ENERGIA S.A. 
(OMEGA)
Security type: Green bond
Use of proceeds: Implementation of three 
power generators of the Complexo 
Eólico Testa Branca, as well as the 
respective transmission system: (i) Eólica 
Porto do Delta, (ii) Eólica Testa Branca I 
and (iii) Eólica Testa Branca III.
Instrument: Infrastructure Debentures 
(Law No. 12,431/11)
Issuance date: March/2017
Issuance amount: ≈ BRL 42 million
Interest Rate: 7.3754% a.a. + IPCA
Type of issuance: CVM Ruling No. 476
Term: ≈ 10 years
Sector: Energy
Rating: AA(bra) – Fitch Ratings
Lead Underwriter: Banco ABC Brasil S.A.
External evaluation: second opinion 
SITAWI + Certi�cation CBI

ISSUER: GAIA CRED II COMPANHIA 
SECURITIZADORA DE CRÉDITOS 
FINANCEIROS S.A. (GRUPO GAIA) 
Security type: Social bond
Use of proceeds: Vivenda Program, 
wherein the resources are used to o�er 
credit with lower interest rates, which 
was granted as debenture collateral 
security, for the tier D families in São 
Paulo’s suburbs. The program 
contemplates 8 thousand reforms in �ve 
years.
Instrument: Debentures
Issuance date: March/2018
Issuance amount: BRL 3 million
Interest Rate: 7% a.a.
Type of issuance: CVM Ruling No. 476
Term: 10 years
Sector: Construction
Underwriter: Terra Investimentos 
Distribuidora de Títulos e Valores 
Mobiliários Ltda.
External Evaluation: not applicable16 .

ISSUER: COMPANHIA DE 
TRANSMISSÃO DE ENERGIA ELÉTRICA 
PAULISTA (ISA CTEEP)
Security type: Green bond
Use of proceeds: Construction of power 
transmission infrastructure through the 
companies controlled by ISA CTEEP, 
providing greater drainage of alternative 
energy and e�ciency of the Sistema 
Interligado Nacional.
Instrument: Infrastructure Debentures 
(Law No. 12,431/11)
Issuance date: April/2018
Issuance amount: BRL 621 million
Interest Rate: 4.7% a.a. + IPCA
Type of issuance: CVM Ruling No. 400
Term: 7 years
Sector: Energy
Rating: AAA(bra) – Fitch Ratings
Underwriters: Banco Itaú BBA S.A., Banco 
Bradesco BBI S.A., Banco Santander 
(Brasil) S.A. and BB – Banco de 
Investimento S.A.
External evaluation: second opinion 
SITAWI






