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Investments in adaptation are urgent
Today we face: Today:
Adaptation finance gap: 25 MN people displaced
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Evolving Finance Architql
2010-2020 international climate flows

Review of MCFs porifolio:
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GCF- Green Climate Fund (Research visit
PPPCR- Climatfe Investments Funds (CIF)
Adaptation fund

MDB'’s role in climate finance
Public-Private cooperation schemes
Innovative financing instruments
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LEVERAGING
PRIVATE SECTOR
INVESTMENTS IN
ADAPTATION

The evolving role of
climate finance in enabling
a paradigm shift
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Figure 1: From Climate Risks to Financial Metrics

Source: Quantifying the Impact of Climate on Corporate Credit’s Risk (Moodys 2023)

Climate Value at Risk (Climate VaR) has emerged as a new measure to
) Resii2nte 10 estimate the potential financial losses that a company or portfolio of assets
%/’Sagnmmf;‘ssm could incur as a result of climate change.



https://www.moodys.com/web/en/us/insights/climate-risk/quantifying-the-impact-of-climate-on-corporate-credit-risk.html
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Positive causal relation: two nodes change in the same direction,

Negative causal relation: two nodes change in the opposite direction,

Building blocks of the enabling environment for private sector participation

Private sector contribution to close the adaptation gap

Leverage points for systems change

Direct public sector investments in adaptation

Desired outcome
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Irce: Leveraging Private Sector Investments in Adaptation: The Evolving Role of Climate Finance in
\bling a Paradigm Shift. Climate Markets and Investors Association (Altamirano 2021)
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Enabling environment for effective private sector participation in adaptation

Private sector
participationin
service delivery

- Quality of
adaptation projects

Impact of
adaptation

Sustainability in investments
service delivery

Public sector
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: vulnerability
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Public sector project paradigm shift

a) Data and information " preparation achieved
b) ICT, technology and ' capacity
knowledge ’ J Quality of
— T~ ~ investment
A Effectiveness of projects prioritized
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considered
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a) Governance structures
b) Institutional environment

Resilience of critical
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Private sector networks

Total investments
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https://www.cmia.net/wp-content/uploads/2021/07/PrivateSectorAdaptation_AltamiranoMA_July2021-compressed.pdf
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Social license to operate

Scale of intervention versus contr

Watershed governance = TC

Still, companies going beyond the
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Water Stewardship & Volumetric
Water Benefit Accounting (VWBA

Water Resilience Coalition
100 Priority Basins
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to private finance access?

Prohibitive transaction costs

Transaction costs are the total costs involved in making the
investment possible. This includes all project preparation costs,
including the costs of organizing all private and public actors
that need to be involved, gathering information, planning,
deciding, changing plans, resolving disputes, feasibility studies...
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Transition-related implementation risks

Effective adaptation happens at system scale and requires the
adoption of innovation. Approaches like Ecosystem-based

management and planning that require a coherent policy and
regulation framework to become financially viable, increase

performance and demand risks throughout the project.
Investments are context-specific and hardly re-deployable
further enhancing transition-related risks.
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= EU Taxonomy ‘regeneration” Environmental Parametric Debt-for-
= Science-based Targets Network = Higher scrutiny on impact -, Impact bonds Insurance :, Nature Swaps <

= (E5G) C oe—
= Science -based targets and ]

: level of maturity
Emerging keywords: pledges
= Nature positive Performance-based Contracts

= Water Positive

= Regeneration Mosaic projects Download

report

are the fut“ re . Source: Leveraging Private Sector

Investments in Adaptation: The Evolving
Role of Climate Finance in Enabling a
Paradigm Shift. Climate Markets and
Investors Association (Altamirano 2021)
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https://tnfd.info/
https://sciencebasedtargetsnetwork.org/resources/sbtn-public-consultation-2022/
https://www.cmia.net/wp-content/uploads/2021/07/PrivateSectorAdaptation_AltamiranoMA_July2021-compressed.pdf
https://www.cmia.net/wp-content/uploads/2021/07/PrivateSectorAdaptation_AltamiranoMA_July2021-compressed.pdf

MANAGEMENT

How wiill the proposal
be successfully
delivered?

FINANCIAL

Is the spending
proposal affordable?

STRATEGIC

Is there a compelling
case for change?

ECONOMIC

Does the selected option
optimize public value?

COMMERCIAL

Is the deal achievable
& attractive for the
market?



https://research-and-innovation.ec.europa.eu/news/all-research-and-innovation-news/new-handbook-nature-based-solutions-water-security-2021-05-05_en
https://research-and-innovation.ec.europa.eu/news/all-research-and-innovation-news/new-handbook-nature-based-solutions-water-security-2021-05-05_en
https://research-and-innovation.ec.europa.eu/news/all-research-and-innovation-news/new-handbook-nature-based-solutions-water-security-2021-05-05_en
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I h e Effective adaptation happens at system scale and requires the

adoption of innovation. Approaches like Ecosystem-based z ‘

management and planning that require a coherent policy and .
regulation framework to become financially viable, increase - A key tool: procurement

performance and demand risks throughout the project. Strategic public and private

Investments are context-specific and hardly re-deployable procurement can accelerate the
further enhancing transition-related risks. : creation of new markets:

Examples:

- Performance-based contracts
- Public-private partnerships

- Forward contracts

Forwar -

1 Public-private programmatic Development of novel Need for global and

local partnerships

‘. and blended finance approach governance structures

“u

Climate funds, DFIs and donors can: Private sector participation can be secured through Sustainable investment requires the creation of
- governance structures that enable collective investments innovative partnerships and investment vehicles:
® Strengthen local project preparation capacities atwatershed or landscape level. Examples are: & Higher diversity in the expertise and network of

@ Intensify global cooperation , = :
: ; : © Collective investment schemes, e.g. water funds partners can help de-risk and reduce the
@ Exploit the full potential of private sector @ Environmental markets, e.g. stormwater markets transaction costs of invesments.

participation —
: @ Parametric insurance schemes for ecosystems, ® The Next Generation of Investment Vehicles and
Cooperate, M B (NN IR e e.g. Coral Reef Insurance Policy Partnerships require closer collaboration between

blended finance biueprints investors and problem solvers.

Climate finance can be a game changer...

...provided it is used catalytically to enable systems change and market creation.

Drought
’ Resili |g nce l 0 Only through consistent global-local and public-private cooperation can a truly

transformational pipeline of investments that reach the last mile be achieved.
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Collective commitments

Rethinking Collective Action and Investment Planning for a
Water Secure World

Danone (Private sector)
#3DGAction51992

DESCRIPTION  SDGS & TARGETS ~ DELIVERABLES & TIMELINE ~ RESOURCES MOBILIZED  PROGRESS REPORTS

Description

We aim to RETHINK our approach to water resources management and investment planning
through the creation of a Collective Action Coalition. Our goal is to foster collaboration
amongst public and private stakeholders to secure multi-sectorial, multipurpose
investments and instigate lasting economic change towards regenerative, water-secure
development models.

The coalition commits to work together intensely the following 3 years to demonstrate a
model of radical collaboration to collectively REIMAGINE our economic development,
governance, planning and financing frameworks to incentivize collective action and unlock
collective intelligence, impact, value and investments at system scale to achieve SDG6. By
the World Water Forum in Bali the coalition will have started to demonstrate this multisector
public-private radical collaboration approach in selected regions of the world.
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Action Network

Moving the Blended Finance Needle to Generate Financeable
Water Plans

WaterEquity (Partnership)
#SDGAction51980

DESCRIPTION  SDGS & TARGETS  DELIVERABLES & TIMELINE ~ RESOURCES MOBILIZED  PROGRESS REPORTS

Description

We collectively as co-convenors commit to continue an open dialogue and strengthen our
cooperation while creating additional blended finance facilities for water, and further
evolving existing initiatives based on shared learning from successes as well as from
failures. We aim to increase from our individual strengths the synergy between our
instruments and organisations to create an efficient financial and impact ecosystem for
blended finance and manage effectively the commitments of concessional finance/ ODA
providers such as the European Commission, the GCF, The Government of the Netherlands
and others. By doing so we aim to over time achieve at least an average leverage ratio of 1
to 4, meaning that each dollar of concessional capital invested in these transactions
mobilizes 4 dollars of commercial capital (including capital deployed by private, public (e.g.,
Multilateral Development Banks and Development Finance Institutions (DFIs) and
philanthropic investors at market rates).

Action Network
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