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SSoocciiaallllyy  RReessppoonnssiibbllee  IInnvveessttmmeenntt does not have
a single, particular definition. Rather, it rreepprree--
sseennttss  aann  aapppprrooaacchh  ttoo  iinnvveessttmmeenntt  tthhaatt  eexxpplliicciittllyy
aacckknnoowwlleeddggeess  tthhee  iimmppoorrttaannccee  ooff  eennvviirroonnmmeennttaall,,
ssoocciiaall  aanndd  ggoovveerrnnaannccee  ((EESSGG))  ffaaccttoorrss..

The SRI concept is by no means new. Originat-
ing in the 18th century, SRI became increasingly
prevalent only during the 1960s, addressing
concerns about civil rights and the Vietnam War.
And its scope has broadened subsequently,
most notably to address environmental con-
cerns, but also those around tobacco produc-

tion and arms manufacturing, among others.
Historically, the SRI concept has been most
prevalent in the world of equity investment. 

In the fixed income world, SRI long meant
adopting a “negative screening” approach – ex-
cluding certain securities based on environmen-
tal/social considerations. But recent years have
seen the rapid growth of fixed income instru-
ments designed to attract the new generation of
“positive” SRI investors - those  investing in in-
struments that are specifically intended to have
a positive social or economic impact.
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Concern about the environment is increasingly evident, and investors globally, both individual and
institutional, are now looking for more than purely a monetary return. Some choose to make a one-
time positive impact on a local society, while others make social responsibility a focal part of their
investment strategy. Whichever the objective, Socially Responsible Investment (“SRI”) is now rapidly
developing across asset classes, and more recently, it has also been gaining greater momentum in
the fixed income space through SSRRII  bboonnddss  ––  tthhee  mmaarrkkeett  wwhhiicchh  DDaaiiwwaa  eenntteerreedd  ffrroomm  aann  eeaarrllyy  ssttaaggee,,
aanndd  wwhheerree  iitt  hhaass  rreemmaaiinneedd  aa  lleeaaddiinngg  ppaarrttiicciippaanntt..

SRI Bonds

What is Socially Responsible
Investment?



The single greatest benefit of SRI bonds is the
ability to have ddiirreecctt  iinnflfluueennccee  oonn  tthhee  aassssoocciiaatteedd
eennvviirroonnmmeennttaall,,  ssoocciiaall  aanndd  ggoovveerrnnaannccee aspects
that these investments encapsulate. 

SRI bonds can also be rreeppuuttaattiioonn  eennhhaanncciinngg  ffoorr
bbootthh  tthhee  iinnvveessttoorrss  aanndd  iissssuueerrss in the eyes of
their stakeholders. This factor may provide the
greatest marginal benefit to those institutions
and industries which have hitherto been under

public scrutiny for their neglect of ESG aspects
in their day-to-day business.

To date investors have not been required to pay
any premium relative to a borrower’s curve for the
privilege of investing in SRI bonds, neither are
there any additional costs incurred by the in-
vestor. Borrowers may incur certain resourcing or
legal costs to ensure fund segregation, project el-
igibility, and monitoring standards are upheld. 

As with the broad definition of SRI, there is no
single, uniform definition of what constitutes an
SRI bond. However, typically, SRI bonds are
fixed income instruments issued by organisa-
tions to raise funds for a specific purpose or
project which adheres to ESG principles. 

Examples include bonds issued to raise funds
for the provision of immunisation to children in
developing countries, and those issued to fund
the supply of water in disadvantaged regions.
As such, SRI bonds offer a  direct and unique
way to fund specific ESG projects or initiatives,
meeting the needs of both investors and is-
suers.

Although SRI bonds are  issued to fund a spe-
cific initiative or project, they differ from project
finance in that they carry the credit strength of
the issuer, as opposed to that of a specific proj-
ect to which the funds are channelled. 
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What are SRI Bonds?

Why invest in SRI Bonds?

SRI bonds are fixed income instruments issued by organisations to raise
funds for a specific purpose or project which adheres to ESG princi-
ples. 



GGrreeeenn,,  EEnnvviirroonnmmeenntt,,  CCOO22--lliinnkkeedd,,  CClliimmaattee
AAwwaarreenneessss  BBoonnddss – these refer to those bonds
whose proceeds will be used primarily for fi-
nancing projects that seek to mitigate climate
change, help affected people adapt to it and/or
aid in the transition to a low carbon economy.
One of the larger and more recent issues in this
category  includes KfW’s 5-year €1.5bn EMTN
bond launched  in July 2014.

PPoovveerrttyy  RReedduuccttiioonn  BBoonnddss – aimed at supporting
programmes designed to alleviate poverty and
improve living conditions in a specified region.
An example is IDB’s 3-year BRL399mn Uridashi
bond issued in January 2011.

BBaannkkiinngg  oonn  WWoommeenn  BBoonnddss – proceeds from
these bonds are used to increase access to fi-
nance for female entrepreneurs. The issuance of
these bonds began with IFC’s 5-year
US$165mn Uridashi bond in November 2013.

VVaacccciinnee  BBoonnddss – aimed at funding better ac-
cess to immunisation programmes for children
in emerging countries, as well as strengthening
health systems in developing regions. An exam-
ple is iFFIM’s 3-year US$700mn bond issued in
June 2013.

MMiiccrroofifinnaannccee  BBoonnddss – focussed on supporting
viable microfinance institutions by expanding
access to finance for poor and low-income en-
trepreneurs in developing countries. One exam-
ple includes EBRD’s 3-year ZAR726mn Uridashi
bond issued in June 2010.

WWaatteerr  BBoonnddss – proceeds from these instru-
ments are aimed at increasing general water
project investment both in urban and rural areas
through increasing water supply efficiency, im-
proved water resources and wastewater man-
agement. One of the latest examples includes
ADB’s 3-year BRL283mn Uridashi bond issued
in January 2014.

AAggrrii  BBoonnddss – aimed at supporting projects,
lending and other financial aid to enhance sus-
tainable business practices in the agribusiness
in developing countries to reduce environmental
degradation and increase the livelihood of the
population working in, and dependent on, agri-
culture. In February 2013, Rabobank raised an
equivalent of €160mn through 4-year ZAR and
5-year AUD GMTN Agri Bonds.

IInnffrraassttrruuccttuurree  BBoonnddss – these bonds are issued
to channel resources for infrastructure develop-
ment towards disadvantaged regions in emerg-
ing markets. One example includes AfDB’s
7-year US$200mn private placement completed
in July 2014.

EEdduuccaattiioonn  BBoonnddss – proceeds from these bonds
are directed at projects in the field of education
and hence at fostering economic and social
growth in disadvantaged regions. AfDB issued a
5-year ZAR1bn Uridashi Education Bond in
March 2013, and, in a related field, IDB issued a
US$500mn 4-year “EYE” (Education, Youth,
and Employment) Bond in September 2014.

DDaaiiwwaa lays claim to an impressive 56%
share of the Japanese market for SRI
Bonds, having organised issues for a
wide array of institutions such as the
WWoorrlldd  BBaannkk, the IIFFCC,  and  the 
EEuurrooppeeaann  IInnvveessttmmeenntt  BBaannkk..

TToottaall  ssoolldd::  AApppprrooxx..  UUSS$$1100..2233bbnn
(Since March 2008) 
Source: Daiwa Securities  - Bonds for retail investors
only, excluding expected sales as of 29/08/2014
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The Universe of SRI Bonds
As mentioned earlier, the definition of SRI bonds is relatively broad. This has led to the creation of a
wide range of naming conventions for SRI bonds, driven by the intended use of the proceeds.
Some of these which Daiwa has been involved with are:



SRI bond investors and issuers have a shared
goal of contributing to ESG initiatives. In addi-
tion to this general mutual commitment, there
are a number of reassurances that strengthen
investors’ confidence around the intended and
adequate use of bond proceeds.

BBeesstt  eeffffoorrttss  aanndd  sseeggrreeggaattiioonn
The concepts of best efforts and segregation
(also referred to as ring-fencing) relate to the
clauses that ensure the appropriate use of pro-
ceeds from bond issuance. Under best efforts
the issuer essentially does its best to channel

the funds towards
the specific pur-
pose they were in-
tended for. In the
case of ring-fenc-
ing, the issuer
segregates  the
funds raised  in a

separate dedicated sub-account, which will
later be directed towards disbursements made
to  eligible  ESG projects.

PPrroojjeecctt  sseelleeccttiioonn  aanndd  eelliiggiibbiilliittyy
Eligibility criteria are defined by an issuer and
specify the characteristics that an ESG project
must possess in order to be consid-
ered for inclusion in an SRI pro-
gramme. A project’s conformity with
these benchmarks is determined by
the issuer’s social sector specialists.
In general, the eligibility criteria for
SRI bonds do not have a global,
standardised definition and are
rather specified on a project-by-pro-
ject basis, catering to the needs of
both investors and issuers.

In some instances, however, there
are certain globally-accepted princi-
ples for specific categories of SRI
bonds. One such example is the
Green Bond Principles, created by a

group of financial institutions in January 2014.
These represent a set of voluntary guidelines
that encourage transparency and disclosure
and promote integrity in the development of the
Green Bond market by clarifying the approach
for issuance of a Green Bond. 

Another example is the Climate Bond Standard
developed by the Climate Bond Initiative, which
links the bonds to low carbon project assets or
activities, offering investors additional assurance
over the use of proceeds.

MMoonniittoorriinngg  ssttaannddaarrddss
In order to provide even greater confidence to
investors around the use of issuance proceeds,
a number of independent organisations, e.g.
Cicero, Bureau Veritas, Vigeo and  DNV-GL,
offer certifications asserting  that specific bonds
meet certain international standards in terms of
their contribution to sustainable development. 

Although not yet widely adopted or mandatory,
some SRI issuers may equally choose to em-
ploy auditors to provide investors with a further
assessment of  the use of proceeds as well as,
in some cases, the effectiveness of the projects
being funded.

Quality assurance
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SRI bond investors
and issuers have a
shared goal of 
contributing to ESG 
initiatives.
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Total SRI Bond issuance stood just shy of
US$11.5bn in 2013; this record number was
eclipsed within a few months in 2014 as is-
suance volumes exceeded US$18bn in the first
half of 2014 alone, and exploded to over
US$31bn by mid-October. 

The onslaught of SRI issuance in 2014 was un-
derscored by a significant increase in corporate
transactions during the first half of the year. The
likes of Unibail, Iberdrola and GDF Suez con-
tributed to an impressive US$10bn of corporate
SRI bonds in H1 2014 alone, with the latter is-
suing the largest Green Bond transaction to
date (€ 2.5bn across two tranches). Corporate
issuance was accompanied by significant SSA
volumes which, unlike corporate volumes, did
not decline in H2 and, at close to US$18bn, ac-
count for ca.57% of total SRI issuance YTD. 

While the EIB remains the largest issuer in the
SRI space by volume (ca.US$4.7bn equivalent

in 2014), a number of debut issuers have made
a significant impact on the market this year. 

The most notable debutant is undoubtedly KfW,
who issued both the largest EUR and USD
Green bond benchmarks to date (€1.5bn issue
in July and a US$1.5bn issue in October), cata-
pulting the agency to a top five issuer rank in
the SRI market. 

Other debut issuers include corporates such as
Unilever and GDF Suez, as well as SSA issuers
such as NWB, NIB (debut USD Green bond)
and most notably DBJ. DBJ’s Green bond
(€250m) not only represents the issuer’s 
inaugural SRI bond, but also the first SRI bond
ever issued by a Japanese institution in the in-
ternational markets. This milestone transaction
is testament to the growing awareness of the
SRI market by Japanese issuers and investors
alike, and has opened a new frontier for the SRI 
market.

Background & development
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The last two years have witnessed a transfor-
mation of the fixed income SRI market from a
small niche market to an established and ever
growing asset class, receiving more and more
attention from issuers, investors and the media
alike. What originally drew its strength from the
retail targeted Uridashi market, with Daiwa lead-
ing the first SRI “Themed Bond” for IFFIm in
2008, as well as private placements and other
peripheral markets, is now seeing benchmark
sized transactions across a large spectrum of
issuers, currencies and products.

The SRI market made its first breakthrough in
2013, largely driven by inaugural benchmark

Green bonds by SSA issuers such as the IFC
(US$1bn), the EIB (€650m) as well as the AfDB,
NIB and the IBRD among others. An important
force in the growth of the SRI space were the
first corporate and FIG issuers to brave the mar-
ket, accounting for ca. 30% of SRI issuance vol-
umes in 2013, including Green Bonds by, for
example, BofA (US$500m) and EDF, who is-
sued the largest Green Bond at the time
(€1.4bn). 

Another significant development that year was
the issuance of the first real non-Green bench-
mark SRI bond in the form of IFFIm’s first “Vac-
cine Bond” benchmark (US$700m FRN). 

Current environment & trends



The most dominant currency this YTD has been
the EUR, accounting for 53% of SRI issuance.
While USD and EUR volumes were quite bal-
anced in 2013, USD issuance is trailing behind
this year at 27% of total issuance but has
picked up in H2 on the back of large bench-
marks by the likes of KfW and EIB. The success
of recent USD SRI benchmarks will most likely
result in increased USD volumes going forward.
High EUR volumes were largely driven by a
wave of benchmark corporate transactions in
H1 which has since subsided. Nevertheless, the

EUR continues to
be the dominant
currency in H2 so
far. 

The most domi-
nant peripheral
currency in the
SRI market re-
mains SEK, testa-
ment to
Scandinavia’s lead
role in the SRI

space, followed by GBP and CAD. Both the
Sterling and the CAD market witnessed their
debut SRI transaction this year, inaugural Green
Bonds by Unilever (£250m) and TD-Bank
(CAD500m) respectively.

The SRI universe has expanded not only in
terms of issuers and currencies, but has also
seen a host of different product classes and SRI
themes make their debut in 2014, including the
first ever Green ABS issued by Toyota (linked to
hybrid and electric vehicle loans) and the first
ever SRI covered bond issued by MunichHypo
(linked to cooperative and sustainable housing

schemes). Another major development for the
market was the first SRI themed Samurai Bond,
issued by the EIB under its Climate Awareness
Bond (CAB) scheme. The JPY 5bn transaction
was launched in response to growing demand
for SRI themed products by Japanese in-
vestors, specifically highlighting the momentum
the SRI market is gaining in Japan, and gener-
ally demonstrating the growing traction and
presence of the SRI market as a whole. 

The SRI market has been, and still is largely
dominated by Green themed issuance linked to
such topics as renewable energy, clean water,
and green buildings to name a few. 

This year has seen a number of transactions
with more of a social theme, such as the afore
mentioned MunichHypo covered bond, as well
as Lloyd’s “Environmental, Social and Gover-
nance” (ESG) bond. Proceeds of the £250m
transaction go one step further than regular
Green bonds by supporting projects and activi-
ties that deliver social benefits beyond the envi-
ronmental aspect. Most notable however was
the IADB’s Education, Youth and Employment
(EYE) bond. Lead managed by Daiwa, the EYE
bond represents the first global benchmark is-
sued by an MDB that strictly supports projects
related to social development. Demand for such
innovative themes is growing, particularly by
Japanese investors who took up 12% of the in-
augural EYE bond. Another transaction placed
in Japan by Daiwa is the first “Infrastructure for
Africa” bond by the AfDB (US$200m). 

Daiwa plays a key role in promoting new and in-
novative themes and believes that the social as-
pect of the SRI market will continue to expand. 
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Daiwa plays a key
role in promoting
new and innovative
themes and be-
lieves that the social
aspect of the SRI
market will 
continue to expand. 



2014

African Development Bank
USD ‘Infrastructure for

Africa Bond’

2014

Development Bank of
Japan Inc

EUR DBJ ‘Green Bond’

2013

Rabobank Nederland 

AUD, ZAR ‘Agri Bond’

2014

Rabobank Nederland 

TRY, MXN ‘Agri Bond’

2013

International Finance 
Facility for Immunisation

USD FRN 
RegS/144A Bonds

2012

The World Bank 

AUD ‘Green Bond’

2013

International Finance 
Corporation

ZAR ‘Microfinance Bond’

2013

International Finance 
Facility for Immunisation

TRY, ZAR ‘Vaccine Bond’

2012

Japan International
Cooperation Agency

JPY ‘JICA Bond’

2013

The Export-Import
Bank of Korea

AUD ZAR ‘Water Bond’

2014

International Finance 
Corporation

BRL ‘Banking 
on Women Bond’ 

2014

Asian Development Bank
BRL ‘Water Bond’

2014

Asian Development Bank
BRL ‘Water Bond’

2014

Credit Agricole 
Corporation & 

Investment Bank
TRY ‘Green Bond’

2014

European Investment Bank
JPY ‘Climate 

Awareness Bond’

2014

Inter-American 
Development Bank

USD ‘Education, Youth, and
Employment (EYE) Bond’
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