
Source:  Refinitiv LPC, Refinitiv

4Q21 ESG financing volume up 6% year 
over year

Sustainability lending takes off in 2021
– by Rhys Adams

The accelerated adoption of environmental, social and governance 
features into loan agreements in 2021 resulted in volume growth of 
almost 500x for the sector compared to 2020, the year when all 
attention was captivated by Covid-19.

ESG loan volume among US investment grade issuers stands at 
US$136.4bn for the year to date, representing 13.7% of 2021’s almost 
US$1trn of IG loan issuance, according to Refinitiv LPC data. In 2020, 
those loans amounted to just US$275m, or 0.05% of the IG market.

“This year has been phenomenal for ESG. It’s demonstrated that 
sustainability-linked loans are an asset class that is here to stay,” said 
Ade Adedeji, director, ESG advisory, fixed income & capital markets 
at US Bank.

A global pandemic and demands for social justice of the past two 
years have spurred investor calls for greater accountability.

“The Biden election was a big factor for the US, as was the Black 
Lives Matter movement, which triggered the focus on social aspects. 
So many once-in-a-century environmental events also emphasized our 
impact on the environment and the vulnerability of our systems. Now 
people are realizing changes are needed,” said Fanny Charrier, loan 
syndications and sustainable finance coordinator at Credit Agricole CIB.

This realization has led to issuers embracing ESG loan structures as 
another means of conveying their sustainability messaging.

“There’s a big focus on people knowing where the companies they 
buy from stand on certain ESG factors, and this has everyone trying to 
integrate these initiatives into all parts of their business,” said Amanda 
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GREENSHOOTS
Largest green/ESG loans announced year to date 2021

Issuer | Deal Size | Market

1. Ford Motor Co | US$15.85bn | US

2. Enel SpA | €11.92bn | Italy

3. Anheuser-Busch | US$10.10bn | Belgium

4. Alphabet Inc | US$10.00bn | US

5. Airbus SE | €6.94bn | Netherlands

6. Crown Castle International | US$6.24bn | US

7. Equinor | US$6.00bn | US

8. Dominion Energy | US$6.00bn | US

9. Trafigura Pte | US$5.51bn | Singapore

10. ArcelorMittal | US$5.50bn | Luxembourg

Source:  Refinitiv LPC

FAST FACTS
At nearly US$1.5trn YTD, 2021 global green & ESG financing 
nearly 2.0 times 2020 record totals

At US$567bn, global green & ESG loan volume alone is 
over 2.0 times full year 2020 totals

YTD 2021 US green & ESG loan volume tops US$210bn

YTD 2021 Western European green & ESG loan volume 
over US$222bn

YTD 2021 APAC green & ESG loan volume nearly 
US$75.5bn
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Kavanaugh, head of sustainable finance for capital markets at MUFG.
The growth of the sustainability-linked loan structure has also opened 

ESG financings to a much broader issuer pool. An SLL’s flexibility, in 
which the credit agreement’s pricing is tied to the achievement of 
ESG-related key performance indicators, allows for much greater 
adaptability than the restrictions placed on a loan available only for 
a green use of proceeds.

“There’s only so many ‘green’ use of proceeds a company can deploy. 
The use of proceeds structure is fine when the debt is funded, but 
when it’s unfunded the sustainability-linked structure is much more 
flexible and meets many more companies’ requirements,” said Charrier.

Adjusting to the “new normal” of 2021 has also allowed companies 
to expand their aspirations beyond withstanding the impacts of Covid.

“I think we would have seen more progress in the ESG space earlier 
if not for the Covid-related issues of 2020. The market was trending 
towards it at the beginning of 2020,” said Adedeji.

GAME CHANGER
Ford Motor Co’s US$15.5bn credit agreement signed in September 

was a trailblazer financing in terms of both its ESG commitments and 
its switch of reference rate to SOFR from Libor – the other major loan 
market conversation of 2021.

Charrier describes the Ford loan as “a landmark transaction that 
validated the legitimacy of the sustainability structure in the US market.”

The inclusion of Scope 3 emissions targets -- relating to emissions 
that are an indirect consequence of the activities of a company, 
such as emissions from suppliers or customers -- marked significant 
progress in expanding ambitions tied to sustainable finance.

“It’s going to be difficult for a car company to issue an SLL now 
without including Scope 3 emissions targets because Ford has 
already done so,” said Charrier.

JP Morgan is the administrative agent and co-sustainability structuring 
agent of the Ford loan. Credit Agricole is lead sustainability structuring 
agent of that facility.

BEYOND THE ENVIRONMENT
The inclusion of KPIs relating to a company’s social initiatives has 

also gained traction in the US due to the societal pressures of the 
last two years.

“We’re seeing interest from more industries. The utilities, oil and 
gas companies, and others in environmentally sensitive industries 
were the first to focus on ESG loans, but we’re seeing a greater 
diversity of clients interested in sustainability now. It’s good to see 
how mainstream it’s becoming,” said Leanne Rakowitz, head of ESG 
origination and client coverage at MUFG.

Asset manager BlackRock’s inclusion of KPIs linked to increasing 
the company’s racial diversity and female leadership caught the 
market’s attention when its US$4.4bn five-year revolving credit facility 

Source: Refinitiv LPC

4Q21 green & ESG loan volume up 9% 
compared to year ago totals

Source: Refinitiv LPC

Global green & ESG loan volume at record 
high; 2H21 totals dip

Source: Refinitiv LPC

YTD US green & ESG loan volume nearly 
US$211bn 

was signed at the end of March, but similar goals have since become 
more common among IG companies’ credit agreements, and their 
inclusion is likely to increase.
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ELFA: DATA FLOW LACKING FOR LEVFIN
ESG data vendor coverage of leveraged loans and high-yield bonds 

is severely lacking compared with coverage of investment-grade 
companies, according to research described in an Insights report 
published by the European Leveraged Finance Association.

ELFA analysed coverage by three major ESG data vendors for three 
debt indices - the CS Western European Leveraged Loan Index, the 
ICE BofAML Developed Markets High Yield Constrained Index and the 
BBG Global Aggregate Corporate Index – finding major discrepancies 
in data coverage across asset classes.

ESG data vendors cover only 4%-10% of leveraged loans, while 
high-yield coverage stood between 40%-79%. For investment-grade 
borrowers it jumps to 62%-95%. The figures also highlight the varying 
ranges of coverage between different vendors even within the same 
asset classes.  

The report said leveraged finance investors’ need for ESG data in 
leveraged finance is proliferating, and although supply is improving 
it is not keeping up with demands.

ELFA also addressed key issues with data collection and has provided 
guidance on what market participants can do to improve ESG data 
availability. It raised three main areas for improvement.

To make coverage by data providers easier, corporate borrowers 
should provide ESG disclosure in as public a way as possible and aim 
for disclosures that are comprehensive. Most importantly, corporates 
should work proactively with both data vendors and investors to make 
sure the disclosure covers what the majority of market participants 
need to know.

Investors should continue to engage with borrowers on the 
disclosures they would like to see and how to present the disclosure 
in a user-friendly way. At the same time, as a buyer of these services, 
investors can encourage data vendors to increase coverage.

Data vendors need to be open-minded about how they can 
adjust their methodologies to address the fact that borrowers in the 
leveraged finance markets tend to be smaller, while at the same time 
not compromising the integrity of their products.

Sabrina Fox, CEO at ELFA said: “It is understandable that, to date, 
most vendors have focused their efforts on larger borrowers, but 
market needs are rapidly evolving and there is from investors demand 
for more comprehensive coverage of leveraged finance borrowers 
by ESG data providers. We are asking data providers to consider 
how they can fill this gap.”

“At the same time, everyone has a role to play in improving data 
collection and disclosure, including by making the data as useful as 
possible. What is encouraging is that most market participants want 
this to improve, both in terms of data availability from borrowers and 
data usability for investors. We will continue to play an active role in 

supporting greater ESG disclosure in the leveraged finance industry.”

TRITON SECURES DEBUT 
European investment fund Triton Partners has secured a debut 

€1.455bn ESG-linked fund finance facility, part of a growing trend 
of private equity firms agreeing sustainability-linked fund financings 
and RCFs.

“ESG-linked financing represents a key milestone in our sustainability 
journey and our commitment to achieving net-zero standard based 
on science-based targets,” Triton said.

The subscription facility features specific ESG-linked key performance 
indicators to incentivise a sustainable and responsible investment 
approach.

The structure of the facility is intended to be replicated across future 
Triton funds, providing a common set of strategic targets to support 
the delivery of Triton’s overall sustainability goals and objectives.

Triton recently announced its commitment to achieving net zero by 
2040 by setting Science Based Targets. It has also been part of the 
industry-wide push to develop and launch tailored guidance for the 
private equity sector.

Royal Bank of Scotland International was lead arranger, facility 
agent and sustainability coordinator on the financing alongside four 
other lenders.

Cary Olsen advised RBSI on the financing.

news

BDC Collateral
The one-stop resource for analyzing 
BDCs holdings and performance

BDC Collateral provides a standardized 
view of the BDC asset class, arming 
CFOs within BDC managers, research 
analysts, investors, and valuation firms 
with news, data and analytical insights 
on nearly 100 public and private BDCs.

For more information:
lpc.info@refinitiv.com
www.loanpricing.com
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RHI NETS €400M 
Austrian refractory products, systems and services company RHI 

Magnesita has agreed €400m of ESG-linked debt including a €250m 
Schuldscheindarlehen and a €150m bilateral loan, providing the 
company with additional liquidity and financial flexibility.

The SSD, which pays a weighted average coupon of 0.80%, has 
maturities ranging from 5.5 years to 10 years with €134m on a fixed 
rate and €116m on a floating rate over six-month Euribor (see Loan 
Connector).

There is a 50bp margin step-up is applicable for a net debt to Ebitda 
of 3.5 times or above.

RHI intends to enter into interest rate swaps to reduce its exposure 
to future interest rate volatility.

Demand for the financing was strong and the final size of the SSD 
was increased to accommodate additional appetite from investors.

Helaba and Raiffeisen Bank International were lead arrangers on 
the SSD.

Meanwhile, ING is providing a new €150m ESG-linked bilateral 
facility with a final maturity in May 2025.

Pricing on both the SSD and bilateral will be adjusted based on 
RHI’s EcoVadis ESG rating performance. The company is currently 
rated Gold by EcoVadis and will seek to further improve its ESG 
performance and ratings through its sustainability strategy.

EcoVadis sustainability recognition medals run from Bronze through 
to Platinum with Gold awarded for a score of between 66 and 72 
out of 100.

RHI has also exercised the second of three extension options on 
its €600m ESG-linked syndicated revolving credit facility, extending 
the financing out to January 2027.

The RCF was amended in July to include ESG-related pricing with 
margin adjustments also based on RHI’s EcoVadis rating.

SYK AGREES €485M GREEN 
University Properties of Finland (SYK) has agreed a €485m green 

refinancing package from Nordea and Handelsbanken.
The financing, which includes a €425m green term loan from Nordea, 

will replace a significant part of SYK’s existing debt, including a €100m 
green bond issued in 2018.

“The energy efficiency and lower carbon dioxide emissions of 
green buildings are key to mitigating climate change, and SYK’s 
commitment to sustainability targets is a significant step forward for 
the whole industry,” Aleksi Lehtonen, head of business banking at 
Nordea Finland, said.

SYK was advised by Borenius and PriceWaterhouseCoopers on 
the refinancing.

The green bond, which was the first issued in the Finnish property 
industry, was due to mature in 2023. It will be redeemed on December 
15.

KCC NETS US$80M SLL
- Norwegian wet and dry bulk shipping company Klaveness 

Combination Carriers has signed a US$80m senior secured 
sustainability-linked term loan to refinance an existing bank loan that 
was due to mature in March 2022.

The loan refinances MV Bantry, MV Bakkedal, MV Baffin, MV Ballard 
and MV Balboa built between 2005 and 2017. The vessels MV Bangor 
and MV Barcarena, which are financed under the existing facility, will 
be left unencumbered.

With a December 2026 maturity, the loan has a 9.2-year repayment 
profile reflecting an age adjusted eighteen to zero repayment profile 
based on the average age of the vessels

The financing pays a margin of 210bp over Libor, a 20bp reduction 
compared to the margin of the existing facility. Pricing will be adjusted, 
up or down, based on KCC’s sustainability performance, including the 
reduction of CO2 emissions per ton of transported cargo per nautical 
mile and reducing absolute CO2 emissions per vessel.

The refinancing is expected to close in December and generate 
around US$9.7m of cash proceeds.

Nordea and Danske Bank are mandated lead arrangers and 
sustainability agents.

AMG CLOSES US$550M SLL
Dutch specialty metals company AMG Advanced Metallurgical Group 

has closed a US$550m loan with embedded sustainability targets.
The financing helps support AMG’s target to increase Ebitda to 

US$350m, or more, in 5 years, or less.

Source: Refinitiv LPC

YTD Western Europe green & ESG loan 
volume nearly US$222bn 
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The senior secured loan comprises a US$350m seven-year term 
loan B and a US$200m five-year revolving credit facility, replacing 
AMG’s existing loan and extending its term loan maturity from 2025 
to 2028 and revolver maturity from 2023 to 2025.

Pricing on the financing is linked to annual CO2 intensity reduction 
targets.

“AMG is deeply invested in the subject of ESG and is dedicated to 
producing critical materials in a sustainable and responsible manner,” 
Heinz Schimmelbusch, AMG’s CEO, said.

“AMG was built to be a global leader in critical materials which are 
vital to the transition to clean energy and energy saving strategies.”

The refinancing was well received in the debt markets, allowing 
AMG to secure attractive pricing while enhancing liquidity, improving 
flexibility, and extending its debt maturity profile, the company said.

HSBC was sole bookrunner on the financing, together with Citigroup, 
Bank of America and JP Morgan as joint lead arrangers.

Fifth Third Bank and ABN AMRO were co-managers.
HSBC and ABN AMRO are joint sustainability coordinators.
Moody’s assigned the financing a Ba3 rating, affirming AMG’s B2 

corporate family rating, revising the outlook to positive from stable.
S&P assigned the financing a BB- rating, affirming AMG’s B+ issuer 

credit rating, revising the outlook to stable from negative.

STORA SIGNS €700M SLL
Finnish paper and wood product group Stora Enso has signed a 

€700m sustainability-linked revolving credit facility, refinancing an 
existing €600m facility that was due to mature in 2023.

The new facility has a five-year maturity with two additional one-year 
extension options and will be used as backup for general corporate 
purposes.

Pricing on the RCF is linked to Stora Enso’s science-based climate 
targets.

Stora Enso is committed to reducing its absolute Scope 1 and 2 
greenhouse gas emissions from its own operations, as well as scope 
3 GHG emissions from its value chain, by 50% by 2030 from the 
2019 base-year.

The targets relating to own operations are aligned with the scenario 
that limits global warming to 1.5 degrees.

The science-based targets have been approved by the Science 
Based Targets initiative.

Credit Agricole CIB, Nordea and OP Corporate Bank coordinated 
the facility with Nordea acting as sustainability coordinator.

Bank of America, BNP Paribas, Danske Bank, Deutsche Bank, DBS 
Bank, DNB Bank, JP Morgan, NatWest, and SEB joined in syndication 
as mandated lead arrangers.

Pricing on Stora’s previous €600m RCF, which was arranged in 
December 2017, was also linked to the company’s ability to reduce 
greenhouse gas emissions per tonne of pulp, paper, and board 
produced, in line with the SBTi.

FINGRID NETS €300M SLL
Finnish electricity transmission company Fingrid has signed a €300m 

sustainability-linked revolving credit facility, replacing an existing 
€300m facility from 2015.

The financing has a five-year maturity with two additional one-year 
extension options.

The RCF is aligned with guidelines set out by the Sustainability 
Linked Loan Principles from the Loan Market Association.

Fingrid will benefit from a lower interest rate if it delivers on three 
specific sustainability targets covering an increase in connecting 
wind power to the grid, a reduction of greenhouse gas emissions 
from transmission losses, and a reduction in combined lost time 
injury frequency.

Fingrid is scaling up its climate change mitigation efforts.
As Finland’s main grid operator and platform provider for clean 

electricity, the company has a core objective to promote emission-
free electricity generation.

The transaction supports Finland’s national target to be carbon 
neutral by 2035.

“Sustainability is a core corporate value for Fingrid and present in 
everything we do. We definitely want to be part of the sustainable 
financing market now and in the future,” Jan Montell, Fingrid’s senior 
vice president and CFO, said.

“This revolving credit facility strengthens our position in enabling 
a clean, market-oriented electricity system, as we move towards a 
period of record high investments,”

Continued from page 4

Source: Refinitiv LPC

YTD APAC green & ESG loan volume nearly 
US$75.5bn 
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BNP Paribas and Nordea are joint coordinators, joint mandated lead 
arrangers, and joint bookrunners on the financing.

BNP Paribas is sole sustainability coordinator and documentation 
agent.

Danske Bank, ING Bank, OP Corporate Bank, SEB and Swedbank 
joined the transaction as bookrunners and mandated lead arrangers.

ASIA PACIFIC TELECOM LIFTS LOAN 
Asia Pacific Telecom has increased its five-year term loan linked to 

environmental, social and governance metrics to NT$6bn (US$216m) 
after attracting 11 banks in general syndication.

Taishin International Bank was the mandated lead arranger and 
bookrunner of the loan, which was launched in September at a 
NT$5bn target.

The loan now comprises a NT$1.5bn secured tranche A and a 
NT$4.5bn unsecured tranche B.

Tranches A and B pay interest margins tied to the borrower’s after-
tax net profit margin: 135bp and 145bp over Taibor respectively for 
an after-tax net profit margin of 0% or below, and 130bp and 140bp 
over Taibor respectively for an after-tax net profit margin above 0%. 
The pre-tax interest rate floors are set at 1.7%.

If the borrower’s interest coverage ratio is below 3x, the margins 
will increase by 10bp.

The margins will reduce by 5bp if the borrower meets either one 
of three ESG metrics, which are related to reductions in greenhouse 
gas emission, electricity usage and water consumption.

The borrower will provide its corporate social responsibility report 
verified by an independent third-party agency for review annually.

The borrower’s lands and buildings form the security package for 
tranche A.

Proceeds back APT’s accounts payables and capital expenditure 
related to its share of the costs of 5G bandwidth owned by Far 
EasTone Telecommunications.

In March and August this year, the National Communications 
Commission and the Fair Trade Commission in Taiwan respectively 
approved a plan APT and FET announced last September to share 
a 3.5 gigahertz band, a prime 5G bandwidth, for 20 years.

The plan aims to minimise the operating costs and use the resources 
from both companies.

In February last year, FET had obtained 80 megahertz of the 
3.5 gigahertz band, while APT secured 400 megahertz on the 28 
gigahertz band.

Under the agreement, APT paid NT$9.947bn, or the equivalent of 
two-ninths of the network deployment costs, to gain access to FET’s 
bandwidth, while FET invested NT$5bn for 11.58% of APT’s shares, 

the companies said in separate exchange filings on September 10.
FET will finalise a share-swap agreement with APT’s largest 

shareholder, Hon Hai Precision Industry, before June 30 next year.
After that transaction, FET and Hon Hai will each hold 23.8% of 

shares in APT.

ELFA, LMA UPDATE GUIDE
The European Leveraged Finance Association and Loan Market 

Association have jointly published a guide to support greater ESG 
transparency and combat greenwashing in the syndicated loan 
market.

The six-page “Best Practice Guide for Term Sheet Completeness,” 
which was first published in November 2020, has been updated to 
include ESG provisions, after completing an investor survey and 
working group consultation to determine the material ESG terms 
to be included at term sheet stage.

The updates include a detailed set of information on the margin 
ratchet when linked to the borrowers’ sustainability performance, 
with recommendations to include information on ESG reporting and 
further completeness on KPIs and sustainability performance targets.

Sabrina Fox, CEO at the ELFA, said: “This update will directly 
address this issue to provide important guidance on descriptions 
of sustainability provisions, including ESG margin ratchets, in term 
sheets in order to protect against greenwashing.”

Hannah Vanstone, legal associate at the LMA, said: “Investors 
involved made clear that ESG is an area of growing importance that 
is inadequately identified and analysed in term sheets currently, 
and we hope that the updated checklist allows for more attention 
in this key area.”

LIONTOWN MINES UP TO A$121M DEBT
Liontown Resources is in talks with potential lenders for A$81m-

$121m (US$57m-$85m) in debt backing the first stage of its lithium-
tantalum project in Western Australia.

The company is considering a traditional bank loan and other 
alternative financing options, including green loans, customer 
pre-payments and streaming options, the Perth-based Liontown 
Resources said in its filing on December 1.

Liontown Resources raised around A$450m from equity for the 
Kathleen Valley project and is seeking to raise an additional A$40m 
from an offering, which will launch December 10. 

Barrenjoey, Bell Potter and Macquarie Capital are the joint lead 
managers and underwriters of the offering.
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BROOKFIELD LANDS A$970M IN LOANS
Brookfield Asset Management has raised A$970m (US$687m) in green 

and sustainability-linked loans for three property assets in Australia.
The borrowings include a A$270m loan for 405 Bourke Street, 

Melbourne, a A$250m financing for Brookfield Place Sydney, and 
a A$450m facility for One The Esplanade Perth, according to an 
announcement from Brookfield Asset Management.

In June, Brookfield Property Group published its Australian sustainable 
finance framework, setting out the criteria for its real estate assets 
in Australia to be selected to participate in sustainable financing 
transactions, and the use and management of proceeds from green 
finance secured against those assets.

The latest borrowings follow Brookfield Property Group’s first green 
loan in Australia in April 2019 for funds totalling A$880m secured 
against Brookfield Place Perth Towers 1 and 2.

ANZ, Bank of China and Citigroup were the mandated lead arrangers, 
bookrunners and underwriters of the 2019 deal, with ANZ acting as 
the sole green coordinator.

In February 2018, Brookfield Property closed a A$1.1bn club loan 
for Wynyard Place mixed-use commercial development in Sydney’s 
central business district.

ANZ, Commonwealth Bank of Australia and NAB were the mandated 
lead arrangers and bookrunners. Bank of China, Credit Agricole and 
Sumitomo Mitsui Banking Corp joined in syndication.

ANZ HIRES TAN
ANZ has hired Shaina Tan as a manager in its sustainable finance 

team in Singapore.
She was previously sustainability consultant in EY’s climate challenge 

and sustainability services team that provides sustainable finance 
assurance and advisory services for companies, fund managers and 
project sponsors on environmental, social and governance integration 
and policy development, and risk assessment.

Tan started her new role in November and reports to Singapore-
based Stephanie Vallance, director of sustainable finance, international.

FUND BAGS A$750M LOAN
Global Diversified Infrastructure Fund, managed by First Sentier 

Investors, has signed a A$750m (US$537m) cash advance facility 
including a green tranche.

Commonwealth Bank of Australia, ANZ, National Australia Bank 
and Westpac Banking Corp were the joint lead arrangers, with CBA 
acting as the green coordinator, according to a press release from 
First Sentier Investors.

The cash advance facility allows GDIF to fund traditional investments, 
while the green tranche will exclusively fund projects and assets 

necessary for the transition to a low carbon and climate resilient 
economy as defined by the fund’s green financing framework.

Eligible asset categories are defined in the framework under CBI 
standards and EU Taxonomy, and include renewable energy, energy 
efficiency, waste management, clean transportation and sustainable 
water management.

Climate Bonds Initiative has certified the green tranche. 
GDIF invests in unlisted infrastructure businesses in countries which 

are members of the Organisation for Economic Co-operation and 
Development group of countries and has already invested in several 
green assets, as certified by the CBI.

HUGO BOSS SECURES €600M SLL
German fashion group Hugo Boss has secured a €600m sustainability-

linked revolving credit facility, replacing its existing €633m RCF and 
providing the company with additional flexibility to back its growth plans.

The financing has a three-year maturity with two one-year extension 
options and includes an option to increase the financing by up to €300m.

The RCF is Hugo Boss’ first sustainability-linked financing.
Interest rates will be adjusted annually based on the achievement 

of target values defined by the company across four ESG areas 
comprising the reduction of CO2 emissions, the share of women in 
management positions, fair working conditions at suppliers, and the 
use of more sustainable cotton.

The RCF, which closed considerably oversubscribed, was coordinated 
by Commerzbank, BNP Paribas, and LBBW as joint bookrunners.

Commerzbank acted as active bookrunner and documentation agent 
while BNP Paribas is sustainability coordinator and LBBW is facility agent.

Bank of America, Bank of China, Deutsche Bank, DZ Bank, HSBC, 
and ICBC also participated.

Hugo Boss increased its existing syndicated RCF to €633m from 
€450m in 2020 after a severe decline in sales due to the Covid-19 
crisis. That financing was due to mature in October 2022.

The company has been included in the Dow Jones Sustainability Index 
World for the fifth consecutive time and ranks among the top three 
companies in its industry worldwide that have qualified for the index.

Hugo Boss said it will further intensify its sustainability efforts to 
deliver both clear added value as well as emotional engagement 
with the consumer.

EMEA CLO GOOD TIMES TO CONTINUE
Moody’s has set out an upbeat assessment for the EMEA CLO market 

in its outlook for 2022. New issuance activity will remain high although 
the number of resets and refis set to decline from this year’s frenzy. 
Underlying asset performance is set to improve slightly, while leverage 
is set to stabilise, according to the agency.

Continued from page 6
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While Moody’s said capital structures will return to the form commonly 
found before the pandemic, it predicted that some managers might 
issue senior loans in complement to bonds.

CLO exposure to assets rated Caa will continue to decline in 2022 
tracking the ratings distribution of the leveraged loan sector. The 
proportion of deals reporting Caa holdings of more than 6% has 
already decreased significantly, to 32% of deals in September 2021 
from its pandemic peak of 57% in November 2020. This fall follows 
the sales of credit impaired and credit improved assets.

The agency forecasts a further decline as high-yield ratings move 
higher over time. By October 2021, companies Moody’s rates with 
stable or positive outlooks had increased to 67% from 47% and to 
9% from 2%, respectively, since June 2020. On the other hand, the 
number with negative outlooks fell to 24% from 43%.

The agency predicts available liquidity will remain good. Moody’s 
liquidity stress index has fallen from 14.4% in June 2020 to 6.9% by 
last October.

ESG investment criteria could shift from negative screening to active 
selection although the lack of standardised criteria for managers will 
be a hindrance.

KI SIGNS US$130M FACILITY
Digital, algorithmically-driven Lloyd’s syndicate Ki Insurance has 

signed a US$130m sustainability-linked funds at Lloyd’s letter of credit 
facility to support its Lloyd’s Syndicate 1618 as the company grows.

The financing was led by Barclays alongside banking partners 
SMBC and NatWest.

The facility is linked to the ESG rating of the Ki Funds at Lloyd’s 
investment portfolios and also for S1618 assets, which also have a 
lower carbon intensity target than the benchmark.

The financing builds on the investment guidelines Ki has established 
for its third-party managers, which have incorporated ESG principles 
and targets.

Pricing on the facility will depend on the compliance of Ki’s investment 
portfolios with the ESG targets.

“As we continue to grow, building a sustainable footprint and having a 
positive impact is an important priority for Ki” Mark Allan, Ki’s CEO, said.

“We are therefore pleased to announce this facility, which brings 
together our own ESG objectives with those of our capital providers 
and Lloyd’s.”

Ki, which was formed in May 2020, uses an algorithm, developed 
with support from University College London, to evaluate Lloyd’s 
policies and automatically quote for business through an always 
available digital platform, built by Google Cloud and accessed 
directly by brokers.

ALLIANCE, OCBC SIGN ESG MOU 
Alliance Bank and OCBC Bank have signed a memorandum of 

understanding with Bursa Malaysia to help propel the nation’s 
sustainable financing options for publicly-listed corporates.

The trio has established a programme known as #financing4ESG, 
an initiative aimed at improving ESG adoption practices of listed 
companies in the country, according to a press release from Bursa 
Malaysia on November 18.

The MoU will also improve ESG ratings of the corporates for 
inclusion into the FTSE4Good Bursa Malaysia Index, which is the 
Malaysian capital market’s leading ESG index.

“I am optimistic that this collaboration will spur the growth of 
sustainable finance while also enhancing PLCs’ [publicly listed 
companies] appeal to investors,” said Muhamad Umar Swift, chief 
executive officer at Bursa Malaysia.

Companies in the FTSE Bursa Malaysia EMAS Index, which forms 
the FTSE4Good ESG assessment universe, are eligible for the 
sustainability financing under this collaboration and comprise of 
various sizes and industries.

They range from large cap PLCs, government-linked corporations 
and conglomerates to small-and-mid-cap enterprises, as well as 
shariah-compliant businesses.

PLCs will obtain non-monetary benefits from the collaboration’s 
branding and capacity building exercises in addition to the competitive 
financing offerings from Alliance and OCBC.

CARBON MARKETS GET PUSH FROM COP26
The adoption of Article 6 at the UN’s COP26 climate meeting in 

Glasgow earlier this month has established rules for global carbon 
markets that will allow billions of dollars of investment to flow into 
voluntary carbon markets and the next six months will be critical to 
get the infrastructure and standards in place to allow new financial 
products to flourish. 


