
 

Member Brief 

 1 

 
Recap of the Green Climate Fund (GCF) Private 
Investment for Climate Conference 
 
By: Colton Kasteel 
Research Fellow, SauderS3i  
 
From October 10-11, 2018, the first-ever global conference for private sector investment in 
climate was convened by the Green Climate Fund, the principle multilateral body established by 
the UN Framework Convention on Climate Change (UNFCCC) to disburse international climate 
finance, in Incheon, South Korea. The GCF brought together 600 delegates from over 120 countries 
to identify pathways for innovative mechanisms to unlock private sector finance for climate 
mitigation and adaptation. SauderS3i attended the conference to learn, share insights, and 
network collaboratively with leading climate finance professionals across the globe. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The conference held multiple panels throughout both days, 
discussing a number of pertinent climate finance issues 
including: growing the adoption of climate-risk insurance, 
mobilizing the assets of large institutional investors (e.g. 
pension funds), and leveraging private equity funds inclined 
to support climate ventures; all rooted in the urgent need 
to respond to the Intergovernmental Panel on Climate 
Change (IPCC)’s SR15 report, which called for countries to 
limit global warming to 1.5-degrees Celsius (above pre-
industrial levels) in order to avoid catastrophic climate 
change. Achieving the 1.5-degree target will require 
unprecedented global coordination in reducing global 
greenhouse gas emissions 45% by 2030. 
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The key takeaways were: 
 
Total global climate finance is currently insufficient. Trillions will be needed to sufficiently address 
the climate adaptation, loss and damage, and mitigation needs of both developed and developing 
countries. The demand for global infrastructure investment alone, in the next 15 years, is 
approximated to be $30 trillion. Despite that, 2016 levels of climate finance totalled only $383 
billion, down from 2015’s $437 billion.  
 
The adaptation financing gap. While mitigation investments are comprised of direct CO2 reduction 
activities (e.g. renewable energy and carbon capture technologies), adaptation investments 
include sub-sectors such as climate-resilient agriculture, water and waste management 
infrastructure, and public transportation. There remains a stark gap in the proportion of total 
climate finance being designated towards climate adaptation; far below what is needed. In 2016, 
only 16% of climate finance (both public and private sector) was dedicated to adaptation. Roughly 
4% of finance went to projects providing adaptation and mitigation benefits, while the remaining 
80% went entirely to mitigation. The lack of private sector adaptation data and the still-developing 
bankability of adaptation projects contribute to this gap. An immediate test period must take place 
over the next 5-10 years, to prove-out investments in climate adaptation. Needs for adaptive 
infrastructure across the world, particularly in developing countries, are urgent and growing, and  
the world cannot afford a delay. 
 
Climate disaster risk insurance. Insurance is an important tool in the toolbox of climate finance 
actors / policy-makers, and cannot be overlooked. A substantial business opportunity  will present 
itself in the years to come, as more and more countries, business and individuals will need to insure 
themselves against climate-related risk. For example, a lack of insurance in flood-prone regions 
degrades the value of land for both borrowers and lenders; it is simply smart business sense to 
expand the insurance market and turn risk opportunities into marketable products. A large portion 
of global risks are currently self-insured, and this risk could certainly be transferred.  
 
Public sector finance must first come into play to catalyse the necessary private sector action. 
There is no doubt that the global community will be unable to solve the climate crisis without 
strong involvement from the private sector. The two largest holders of capital, pension funds and 
the insurance industry, will be key parts of this movement. To accelerate this involvement on a 
broader scale, a proving period will be part of the process to demonstrate that climate investments 
are competitive investments. First-loss capital and guarantees are some of the tools that 
governments and multilateral institutions, such as the GCF, can use to lower external risk through 
bankable projects that generate positive spillover effects in the economy.   
 
Private Equity/ Venture Capital matters. The private equity market has an estimated $1.3 trillion 
in investable capital looking for avenues to earn returns. As mentioned, there is a belief that 
climate can be / is an investable and profitable sector. However, challenges remain. First-time 
funds are extraordinarily difficult to raise, emerging markets still present substantial risk, the  
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desire for exits is not yet compatible with the majority of market-ready climate investments, and 
the process of fund-closing, followed by investment decision-making, can take a long time. 
Development will need to accelerate, and the key questions currently prohibiting growth are: Is 
the investment scalable, and can it deliver a market-rate return? 
 
The policy environment matters. Public policy plays an important role in enabling private finance 
to flow towards climate-related sectors and technologies. While public finance can play a catalytic 
role, strong environmental policies such as carbon pricing, public-resource pricing, clean fuel 
standards, and others can incentivize green companies to emerge, scale, and be more competitive 
with traditional industry. 
 
The needs of climate finance are eclectic. Renewable energy is only one sector of the many 
requiring investment. Nonetheless, it continues to receive a majority share of the overall capital 
flows due to its relative bankability. One solution to address this skewed distribution is to diversify 
investments at the local level by strengthening and growing local debt markets in developing 
countries, so that Small & Medium Enterprise (SME) VC funds can be matched in appropriate ways. 
An improvement in local debt markets would increase the total amount of climate finance 
leveraged for all sectors. 
 
Intention to begin the Private Investment for Climate Network (PICN). At the conclusion of the 
conference, the GCF announced its intent to establish a new, worldwide investment network to 
help bridge knowledge gaps, disseminate best practices, improve deal flow and connect potential 
co-investors. 


