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ABSTRACT: Renewable energy is the necessity for the future world as the environment is decaying at fast pace because of the 

using of the fossil fuel and an alternate source of energy also needed that will last for forever. Addressing funding opening for 

Renewable Energy (RE) schemes always vital to ensuring that fast-growing energy requirements can be sustainably met. The 

paper discusses root cause of Asia's funding deficit besides suggests using bond funding to fix funding gap. In particular, three 

fixed revenue gadgets, namely corporate bonds denominated in local currency (LCY), asset-backed scheme bonds, besides 

green financial bonds, will be evaluated. Although there is great possible for these three tools to assemble significant flows of 

secluded sector funding, main support policies are required to reduce capital market preference for traditional power 

generation technologies besides supporting RE policies. Another main factor will be the requisite depth of local besides regional 

immobile income markets before these devices on the capital market can play a major part. 
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1. INTRODUCTION 

The intergovernmental panel for the climate change has declared in its latest report that a lot of the effort 

have to take to keep the global warming within the specified limit as it is declared up to the 1.5 0 C . it has 

been predicted that 1.5 trillion US dollars will be needed to implement such policy and practices to keep the 

global warming effect within the safe limit of the temperature and this amount is to be facilitate the 

implementation every year till 2030  [1]. But particularly, in Asia, it has come as a great challenge to raise 

the fund for this novel purpose and the green financing is a way to raise the fund for the policy and practices 

to be implemented for the control of the temperature increment.   This type of the fund raising need the 

government support and one popular way to promote the funding are to raise the green bonds. 

Determined by fast commercial growth besides reason wise change, Asia's portion of global energy feasting 

is projected to rise to more than half by 2035 from about a third in 2010 if it follows its current growth course. 

At the same time, manmade global warming changes the direction of global development just before cleaner 

in addition to more sustainable usage of resources, signaling the need for rapidly evolving Asian economies 

to integrate cleaner and greener power into their liveliness needs. Greatest Asian parsimonies have 

understood benefits besides have welcomed  need to incorporate more renewables into the energy mix [2]. 

Numerous support strategies have been seen throughout the country, such as setting renewable energy goals 

and implementing Feed-in-Tariffs. 

The government of the India has set a target for the renewable energy as 175 GW up to 2022. The solar 

energy target has set up to the 100 GW , Wind energy target set up to 60 GW , Bio power energy set up to 

10 GW and hydro power energy target has set as 5 GW.  In order to achieve the set target by the year 2022, 

the ministry of the urban development has issued the important guideline about the rooftop set up of the solar 

energy panel so that the maximum house will get the benefit of the solar energy and even many government 

building have issued the guideline to be used mandatory. The renewable energy generation will definitely 

prove a game changer for self-reliant in the energy generation [3].  

Table 1: Target of India for Renewable Energy 

Renewable energy type  Target (GW) (175 GW) 

Solar  100 

Wind 60 

Bio power 10 

Hydro power 5 
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The potential for deployment of large renewable energies (RE) is very demanding. As per a 2010 study by 

the International Energy Agency (IEA), each member state of  Association of Southeast Asian Nations 

(ASEAN) is able to produce between 120 in addition to 400 TWh of power year after year for RE foundations 

by 2035 (Table 1), which faces significant land restrictions. Given good policies and rising cost-

competitiveness of RE projects1, the industry still has a significant investment gap. A study by Sustainable 

Energy for described that there is an twelve-monthly backing gap of US$ 167 billion to achieve its target of 

attaining a global 55% of electricity production from foundations by 2035. The different type of the 

renewable energy have been shown in Figure 1. 

2. LITERATURE REVIEW 

Zerbib et al studied about the funding gap may be presented using two separate but interrelated dimensions 

of the economics of RE projects: admittance to finance besides capital costs. Admission to economics 

mentions to pool of funds obtainable for RE schemes while capital cost re-counts to expense of increasing 

bankrolling. Financial resource obtainability directly impressions RE placement as it regulates whether a RE 

scheme will move to implementation and operational phase. Usually, RE ventures are bankrolled by a 

grouping of equity besides debt. While debt share in developed economies is about 70–90%, RE 

developments in emergent frugalities will need higher distillation of equity (30–40%) due to inability to 

collect satisfactory debt.  This generates compression to collect higher equity contributions for RE project 

developers in developed economies and helplessness to stereotypically contribute to catastrophe of such RE 

ventures to achieve monetary conclusion [4]. 

 

Figure 1: Types of the Renewable Energy 

Kaminker et al. revealed that cost of capital impressions project effectiveness, which for financiers is a crucial 

speculation criterion. Various current literature has framed cost as the key barrier to RE enlistment provided 

that higher of capital would impact straight on project returns, thereby impacting bankability of projects. 

Pickle argued that reduced capital cost will increase the returns on the RE project, thereby increasing 

investors 'appetite for the project[5].  

Clapp et al. studied about the green bonds spread over environmental labeling to traditional bonds for 

financing green besides climate projects. The bond market is booming in popularity in current years, 

promising to accelerate climate action. Green bonds are most often issued by major funding banks to finance 

their environmental and expansion goals, but businesses and municipalities are also starting to issue them.  

Degree will green bonds help developed countries fund climate action? Emerging markets are increasingly 

participating in green bond market.  For possible replication, case of Johannesburg, that very first city in a 

developing country to issue a joint statement, is investigated. Green bond parade through governance, de-

risking, and sustainable honesty are also discussed as challenges [6]. 

3. IMPACT OF RENEWABLE ENERGY 

The industry's nascent character, the majority of RE companies are small as well as medium-sized enterprises 

(SMEs), and their capital is also low and likely weaker track archives compared to existing traditional 

liveliness manufacturers under current monetary system, RE SMEs will be measured to less creditworthy as 
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per other existing traditional energy players, rendering their ventures less attractive to investors and therefore 

expected to have higher capital costs. The scale of RE creators and their nonexistence of track greatest not 

only raise capital costs, also restrict financial option. 

3.1 Need of the bond for the renewable energy  

The major contributing factor in the harmony gap between the business project and the natural environment 

is the financial flexibility.  Therefore, it is need of the alternative financing sources to bridge this gap and 

also need voluntarily contribution as the obligation of the corporate social responsibility for the renewable 

energy projects. Tapping secluded sector funds will be crucial to broadening the available credit pool. Bond 

gadgets are placed to tackle symptoms of funding deficit, specifically admission to finance besides capital 

costs [7]. There tend to be two contributing factors for Asia's funding divide. Second, failures on the wealth 

market have put RE projects at a financial difficulty compared with traditional projects. Inadequacies on the 

stock market can occur due to defective information, risk repugnance or difficulties with agencies. First of 

all, it is important to note that investors usually compare RE projects on a utility scale with traditional projects 

producing fossil fuel. 

 

Figure 2: Benefit of the Renewable Energy 

Compared with traditional energy ventures like this, the fairly new RE industry faces problems due to lack 

of financial experience in the industry due to incomplete knowledge. The nonexistence of understanding of 

industry's risks will lead to advanced perceived risk of these ventures, which are supposed to produce higher 

returns from mission to recompense stakeholders for developed risk they take. Additionally, RE ventures 

require high initial cost of capital as a proportion of overall costs. The high opening costs are frequently 

front-loaded which shows that RE schemes are deemed more costly and thus less economically appealing to 

depositors even though all other funding terms are comparable. The benefits possessed by the renewable 

energy have been shown in Figure 2. 

In terms of the climate, economic growth, social evolution and energy stability, renewable energy has interred 

benefits. Development in the renewable energy sector would provide a path for the economy to develop and 

will also help reduce poverty by rising GDP. Sustainable energy growth would boost the economy by creating 

various source of survival, as in India, the state has projected to accomplish the goal of 100 GW in the field 

of solar energy, and this sector has provided jobs to people's lakes, and many entrepreneurs have opened 

their factories for the development of solar goods [8]. In the energy market, the introduction of renewable 

energy allows the nation to be self-reliant. Protecting the atmosphere and mitigating the cause of climate 

change is a primary advantage of renewable energy. 

First the flexibility of bond securities allows borrowers to raise funds from the entire risk continuum, thus 

extending the credit pool as a whole. While risk-taking shareholders may invest in high density junk 

government bonds by undertakings or low credit quality projects, more risk-taking nominees may prefer to 

advance in high return jumble government words by high credit rating administrations or projects. Also 

subsequently bonds have opportunity to distribute debt ownership via a group of lenders, it is easier for 
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financial institutions to invest directly in RE through securities rather than straight through loans or mutual 

equity investments. In reality, the occurrence of a secondary bond marketplace encourages wateriness, 

thereby on condition that financial institutions with a short-term policy and a faster remuneration historical. 

This is of special concern to depositors with tiny equity investments. 

oSecond, bond instruments appeals their ability to draw attention for a  investor community that is involved 

in RE endeavor. Internationally, recognized investors are particularly interested in investing in RE ventures, 

as assurance capitals, advantage managers, and self-governing wealth funds (SWFs), and income reserves. 

These recognized investors have under management around $85 trillion of properties, providing a vast future 

RE bankrolling. These depositors have a longstanding jeopardy perspective besides progressively aim to 

reduce exposure to carbon as well as climate risks. 

4. Factors Affecting Financing to Green Bond 

The liabilities for the protection of the environment associated with the funding of the policies and practices 

that might implemented as per the prevailing conditions of the region. This helps institutional depositors to 

develop a more important foundation of long-term renewable energy investments. Green investments, as RE 

ventures, give institutional investors investment opportunities that align well with their long-term 

accountabilities in addition to speculation directives. A investigation showed that almost one-third of 

recognized investors measured plan to raise RE investments over next three years, and 17% plan it to raise 

through more than 10%.These statements are backed by marketplace numbers with BNEF broadcasting that 

involvement of institutional stockholders in RE funding resulted in significant evolution in green bonds, 

yields in addition to quoted project resources.  

However, to fascinate these investors, they would need to bundle the investment in a method they are 

conversant and happy to participate in. About 55 per cent of recognized investor’s funds are in form of bonds. 

The bond funding is expected to be subordinate than equity reserves and debt-based funding such as series 

loans in terms of reducing the capital cost. Regardless of the lower management costs and decentralized 

ownership, corporate economics theory suggests that fixed revenue products are probable to be inexpensive 

than bank loans [9]. Dispersed ownership translated into dispersed risk, leading to a lower risk best and 

therefore subordinate cost of financing.  Bonds suggestion a more flexible term construction for a RE project 

than bank loans. 

Additionally, the debt structure of the bonds is matched with the cash of RE programs. Owing to the capital-

intensive countryside of the RE technologies, negative cash flows are likely to occur during years of project 

lifecycle. Bank-based funding will allow the project to make amortized capital in addition to interest 

payments. This will impose additional debt repayment constraints before capital recovery is made. Bond 

funding allows delayed large repayments, allowing RE ventures to produce returns and fund capital prices 

over a variety of payback periods. As such, with the use of debt, tacit borrowing costs are also reduced. Fixed 

income instruments, specifically asset-backed safeties, may also help to minimize borrowing costs and 

eliminate investment deficits by release up cash to participate in ventures when used as refinancing devices. 

This, in effect, would lead to problem of dissuading vigorous involvement by private sector in financial 

market in addition to thus hinder the growth of the financial marketplace. The elevated monetary risks 

intricate in underlying homogenous monetary environment discourage foreign financial disinterested party 

with more cultured markets from participating. Promoting apparatuses to fund RE ventures may help to 

initiative in institutional inland, global, and foreign principal that would not only deliver greater ponds of 

credit available to RE projects, but expand the current financial system. The development of monetary 

structures also leads to radical enhancement of monetary intermediation amenities. 

5. Common Types of the Financing Renewable Energy Bond 

Financing RE ventures through the financial market can promote market openness, reducing the asymmetry 

of business knowledge. The requirements for disclosure of capital markets enable project managers as well 

as financiers to have a broader range of views from multiple stakeholders such as investors and middlemen 

who may have impartial evaluations and second opinions on projects. In addition, reporting and 

accountability criteria would help enhance market discovery, knowledge detection and risk pricing for the 
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market. Relevant skills could be built internally as the market deepens, thus expanding besides strengthening 

financial services sector, increasing strength of charging technology and thus contributing to the growth of 

national capital markets. 

5.1 Local currency corporate bond: 

LCY bonds refer exclusively to bond funds delivered by RE corporations in indigenous currency. Corporate 

are normally sponsored up by equilibrium piece of issuing company, and are therefore known to finance 

recourse. On other hand refer to immovable income securities which are financed solely by dynamics of the 

corresponding project or assets. In the case of a debt default, shareholders have no admittance to equilibrium 

sheet of distributing company and are thus referred to as non-recourse financing. At the beginning of the 

construction lifecycle or during the operating phase, project bonds can be issued as investment securities 

(ABS). 

Green bonds mention to a new category of bonds that are sold as sustainable bonds. Dividend stocks, project 

bonds besides asset-backed obligations can take the form of green bonds. The litheness of Green Bond 

Gadget permits financial organizations planning to upsurge lending to RE sectors to publicly promotion 

funds by selling a green bond, so expanding RE players' funding opportunities Getting RE businesses to offer 

corporate bonds will be the most productive way to use RE financing bonds [10]. The explosive development 

of RE in People's Republic of China has been maintained by clear policy funding in both RE in addition to 

financial intermediation market, and sensible measures could be implemented to replicate the Chinese 

success story. 

With the rapid growth of the district's LCY bond marketplaces, most RE scheme designers have expressed a 

partiality for local money issuance. The main attraction of LCY government debt is their potential to funnel 

national and foreign reserves back into country. Overall, Asia remainders a financial excess region, with 

maximum economies operating trade excesses. With from head to foot savings rates in world, the country 

has no lack of resources. Developing fixed-income RE products that build investments with a low-risk, stable 

return paradigm will help attract new internal and global established depositors, thus encouraging the return 

of foreign investment to the country, although at same time increasing the credit pool accessible for RE 

projects. 

5.2 Asset-backed mission bonds: 

To common usage of bonds, it will be an increasing trend on the way to the use of bonds. Funds raised are 

tied by performance management to unique projects or assets. To fund the bond from either the underlying 

assets, only capital expenditures can be used. The financial health of the bond therefore depends solely mostly 

on ability of project to produce cash movements needed to concealment the value of bond besides deliver 

investors with a reappearance. Therefore organization producing development is not accountable for the loss 

that development fails. Constricted sensible guidelines for banks transported through after global financial 

catastrophes have made it more luxurious besides difficult to obtain banks' project financing. Personal loans 

are more expensive but under the Basel III rules, now bear a higher risk weight. 

These harm projects, such as longer repayment RE schemes. With payback historical for RE projects very 

close to those of bonds, it can brand any intelligence to bundle besides arrange it as a fund management bond. 

It may be more cost-effective than just a deposit being transferred. For non-recourse-financing organizations, 

it is particularly useful [10]. However it is significant to guarantee that securitized safety is liquid besides 

simple to trade to be successful with the securitization model. That means there would be need to a very well 

banking sector besides some asset standardization in place. It would also mean developing a governing 

framework that will include securitization of income watercourses. The attractiveness of investors can also 

be encouraged by greater transparency and available data. 

5.3 Financial green bonds: 

Green financial bonds have emerged as a possible medium for RE funding, whereby the borrower decides to 

use bond proceeds only for environmentally friendly goods. The key differentiator is that a bond is branded 

as a green by investors in addition to their assets are closed towards sustainable projects. It is against 
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conventional bonds in which the bondholder does not have any say as to how earnings of bond are used. 

When mentioning to green bonds, it is imperative to differentiate between labeled in addition to unlabeled 

green bonds. Branded emerald bonds6 applies to bonds issued as green bonds, while bonds used for 

ecologically approachable schemes but not marketed as green bonds are referred to in the category of 

unidentifiable green bonds. 

6. CONCLUSION  

The paper successfully identified the factors which are main reason behind the lack of the monetary 

assistance for money collection. The main factor behind the low collection or bond issues for the climate 

change is the lack of awareness between the people or ot may also possible that agencies are not getting 

success to make people more aware about the climate change in addition to the measures taken for mitigation 

policy that may possibly reduce the factors which are responsible for the climate change. The project 

associated with the renewable energy needs more fund to instigate the project in right manner in order to 

save the environment .Therefore, it is need to collect greener bond and other environmental bond to finance 

the project related with the environment.  
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