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TOPIC OF THE WEEK

Will the post Covid-19 era be greener? 

WITH the advent of the Covid-19 pandemic, there is a general consensus that our current model

of global just-in-time logistics has gone too far. Some even claim that the virus itself is a side

effect of only looking at human activities from a purely financial angle which has in turn led to an

extreme and damaging globalization.

A far-from-negligible number of people are even saying that the post Covid-19 era cannot be

the same as the pre Covid-19 era: that even after surviving the pandemic, societies will next be at

risk from air pollution or from something else linked to global warming.

Can we substantially depart from our previous model? We know that our politicians, bankers and

leaders are unlikely to depart substantially from the current model as this would be an admission

that they were previously wrong! And in any case, our system cannot be changed overnight.

However, that is not to say that pressure to make our world cleaner will disappear. In fact, while

pressure to make our world cleaner will be still applied it is likely to be done in a way that does

not disrupt the old model, and therefore arguably will not bring change quickly enough to avoid

a disaster.

Shipping has been under immense pressure to get cleaner, with the latest effort being the

transition to very low Sulphur fuel on January 2020. This has dealt with SOx but hardly deals with

CO2. In fact, one could make the case that in permitting scrubbers, IMO 2020 has in fact made

things worse from the point of view of CO2 emissions, as to run a scrubber increases the fuel

consumption… a case of more CO2 for less SOx!

But pressure is building on shipping to substantially reduce its CO2 emissions soon. A few

months ago we wrote an article on the “Poseidon Principles”, a green initiative launched by

shipping banks. We concluded that, like many initiatives, the approach was flawed for looking

only at the individual performance of ships. The argument for improving the individual

performance of ships is weakened if the increase in the overall number of ships more than

negates the efficiency improvements!
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Topic of the Week continued

What our earth arguably needs is not more efficient ships but fewer overall emissions from shipping. Reducing the CO2 emissions from

ships by 50% will still lead to a 150% rise in global emissions if the fleet trebles at the same time!

In this article, we will look at another green initiative called the Climate Bonds Initiative or CBI (https://www.climatebonds.net) which

promotes the issuance of so-called green bonds. A green bond, also called climate bond, is one issued specifically to finance an

investment which is environmentally friendly. The first green bonds were issued in 2007 by the World Bank, followed by the first green

bond issuance from the European Investment Bank (EIB) a year later.

Since then, the green bond market has grown to the extent that in 2019 about $200 billion worth of the bonds were issued, equivalent

to just under 3% of all bond issuances world wide - see Figure 1 graph on the first page showing annual bond issuances worldwide

since 2009.

The CBI, which is a Non-Governmental Organization (NGO), launched in December 2010 with the Climate Bond Standard and

Certification Scheme aimed at steering both the investment community and governmental fixed-income investments toward climate

change solutions.

The CBI explains on its website that the Climate Bond Standard will grow green debt capital markets by:

• Providing assurance for investors about the environmental integrity of climate bonds.

• Providing governments with an easy-to-use tool to preference investments.

• Fostering growth for investor demand in climate-related investment opportunities.

Green washing

With “green washing” becoming the norm, it is crucial indeed to have a robust certification process so that a green investment is indeed

a green investment and not an investment in green washing.

Furthermore, one needs a standard according to which the certification will be granted.

Since it was formed, the CBI has produced standards for a number of sectors as listed in Table 1 below. Meanwhile, it is working on

finalizing the standards for certification in the following new sectors – see Table 2 below.
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Table 1: Sectors with a CBI certification standard Table 2: Sectors where a CBI certification standard is 

under development

• Bio Energy
• Geo Thermal Energy
• Forestry
• Marine Renewable Energy
• Solar Energy
• Wind Energy
• Land Conservation and Restauration
• Protected Agriculture
• Low Carbon Land Transport
• Low Carbon Buildings
• Water Infrastructure
• Waste Management

• Agriculture
• Hydro Power
• Land Use
• Low Carbon Shipping



Topic of the Week continued

Yes, shipping has made it onto the list of sectors of interest to the CBI, and as a result green bonds could soon be issued for shipping

investment. The standard for shipping is far from being finalized yet, however. In fact, the CBI had just started the public consultation

stage at the end of April 2020, and this consultation stage will be completed at the end of June 2020.

For those of you interested in sending their opinion to the CBI, there is a form available at the following link

(https://www.climatebonds.net/low-carbon-shipping).

Meanwhile, rather than an long explanation, we think that the summary proposed by the CBI figure below in chart format provides the

clearest picture of the shipping certification criteria.

Emission intensity

In short, crude, product and LNG tankers (even with zero emissions) will be excluded from the scope of green bond issuance. For all

other ships (including by the way chemical tankers), and unless they are zero emission, they will have to document the fact they will stay

below a so-called emissions intensity threshold until the maturity of the bond.

This so-called emission intensity threshold is dependent on the vessel type, size and the year between now and the zero emission target

set for 2050. The CBI is using the same emission intensity measurements as the Poseidon Principle i.e. the Energy Efficiency Operational

(EEOI) and the Average Efficiency Ratio (AER).

The EEOI is basically the total amount of CO2 emitted by a ship over a year divided by the total amount of tons of cargo carried over the

same year multiplied by the total number of miles sailed. The AER is a less accurate indicator as it takes into consideration the

deadweight of the vessel rather than the actual tons carried. Both are expressed in Grams of CO2 per ton miles.

They both work on the basis that in 2050 shipping will be a zero CO2 emission industry which we know cannot be the case, and there

lies the flaw of the CBI approach: it focuses again, like the Poseidon Principles, on increasing the efficiency of individual ships without

looking at the overall fleet emissions!

Another case of looking at night under the lamp post for lost keys - not because the keys have been lost under that lamp post but

because this is where there is light!
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Shipping Criteria for CBI certification as of April 2020 


