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Abstract!
After the environmental debate was put firmly into economics literature, an emerging 
sustainable finance sector attempts to discipline corporate social and environmental 
behaviour, in which the financial markets and the real estate sector have been stated to play 
particularly important roles. Research within Swedish real estate financing has identified a 
growing interest of sustainable financing, mentioning green bonds in particular. Green bonds 
are based on traditional corporate bonds with the difference that green bonds possess an 
element of influence. The issuer is obliged to report back to the investor how net proceeds 
from the issuance have been used to finance green projects, which creates a requirement for 
transparency. The fact that green bonds is a fairly new financing and investment alternative 
whilst simultaneously growing incredibly fast has highlighted the significance of reliance for 
green bonds as a financial product. The aim of this study has been to explore in what ways 
green bonds in the Swedish real estate market are being initiated and structured and 
subsequently governed to establish investor reliance.  

This research is conducted with a qualitative methodology on the basis of an exploratory 
nature, and the collection of qualitative data has mainly been performed through semi-
structured interviews with all categories of stakeholders currently involved in the use of 
green bonds in the Swedish real estate market. The empirical results and subsequent analysis 
have concluded that it is obvious that there are numerous positive incentives related to 
issuing green bonds. All positive incentives consequently give rise to concerns regarding the 
true purpose of the issuances and whether or not these are aligned with the original purpose 
of the product. The more positive incentives, the more the risk of greenwashing increases. 
The risk of greenwashing could pose a significant threat to the general perception of and 
reliance in the green bond market. Obviously, all positive incentives do not necessarily entail 
greenwashing; there has to be positive incentives for the market of green bonds to occur, 
especially as it is a widely appreciated product with a generally good purpose. However, the 
issuers must be transparent, and the investors must be aware of the potential risk factors in 
order to establish investor reliance in green bonds as a financial product. 
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!
Sammanfattning!
Sedan miljödebatten introducerades inom den ekonomiska litteraturen har en framväxande 
sektor för hållbar finansiering arbetat för att disciplinera företags sociala och miljömässiga 
ansvarstagande, där den finansiella marknaden och fastighetssektorn uppgetts ha särskilt 
viktiga roller. Forskning inom svensk fastighetsfinansiering har identifierat ett växande 
intresse för hållbar finansiering och i synnerhet gröna obligationer. Gröna obligationer är 
baserade på traditionella företagsobligationer, med skillnaden att kapitalet enbart syftar att 
användas till finansiering eller återfinansiering av hållbara projekt. Emittenten är bunden till 
att återrapportera hur kapitalet använts, vilket skapar ett krav på transparens. Det faktum att 
gröna obligationer fortfarande är ett ganska nytt finansierings- och investeringsalternativ, 
samtidigt som det vuxit oerhört snabbt, har framhävt betydelsen av förtroende för gröna 
obligationer som finansiell produkt. Syftet med denna studie har varit att undersöka hur 
gröna obligationer på den svenska fastighetsmarknaden initieras och struktureras och 
därefter hanteras för att etablera investerarnas förtroende.  

Denna forskning har genomförts med en kvalitativ metod av utforskande karaktär och 
insamlingen av kvalitativa data har i huvudsak utförts genom semistrukturerade intervjuer 
med alla intressentkategorier som för närvarande är aktiva i användningen av gröna 
obligationer på den svenska fastighetsmarknaden. Det empiriska resultatet och den 
efterföljande analysen har påvisat att det är uppenbart att det finns många positiva 
incitament i samband med emissioner av gröna obligationer. Alla positiva incitament ger 
följaktligen upphov till oro kring det verkliga syftet med emissionerna och huruvida dessa är 
anpassade till produktens ursprungliga syfte eller inte. Ju mer positiva incitament, desto mer 
ökar risken för greenwashing. Risken för greenwashing kan utgöra ett betydande hot mot den 
allmänna uppfattningen av, och förtroendet för, den gröna obligationsmarknaden. Självklart 
innebär inte alla positiva incitament nödvändigtvis greenwashing; det måste finnas positiva 
incitament för att marknaden för gröna obligationer ska finnas, särskilt eftersom det är en 
mycket uppskattad produkt med ett generellt bra syfte. Emittenterna måste emellertid vara 
transparenta och investerarna måste vara medvetna om de potentiella riskfaktorerna för att 
etablera investerarnas förtroende för gröna obligationer som en finansiell produkt. 
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1& Introduction&
The introductory chapter aims to introduce the concept of green bonds and the market’s rapid 
progression, followed by a framing of the identified problem. Subsequently, the aim and 
accompanying research questions will be presented. Lastly, possible delimitations will be 
identified along with an outlining of the disposition of the report.  

1.1& Background&
The United Nation’s global sustainability ambitions, originating from the Paris Agreement, 
increasingly put pressure on the various actors of society to work actively with the 
environmental and sustainability challenges that exist. After the environmental debate was put 
firmly into economics literature, an emerging sustainable finance sector attempts to harness 
the resources and power of the financial sector to discipline corporate social and 
environmental behaviour (Richardson 2009), in which the financial markets and the real 
estate sector have been stated to play particularly important roles (Enkvist et al. 2016).   

Swedish real estate companies have historically used traditional bank financing as the main 
financing source for their investments and operations. However, the usage of corporate bonds 
as a financing solution has increased rapidly in recent years and is expected to continue to grow 
(Borg and Nylander 2015). The increasing bond volumes originate from the banks becoming 
more selective in their lending following an excessive exposure to the real estate sector, as well 
as an increased need and willingness for Swedish real estate companies to diversify their 
funding sources (Hellström Ängerud 2017; Newsec 2018). Additionally, research has found 
that the companies not solely consider the cost of capital in deciding which source of financing 
to use, but also to a large extent what signals the company wants to convey (Olsson 2015). The 
terms of signalling clearly accompany the sustainability aspect, and investors are increasingly 
aware of the climate issue (Clapp et al. 2015). Correspondingly, research within Swedish real 
estate financing has identified a growing interest of sustainable financing, mentioning green 
bonds in particular (Hellström Ängerud 2017).  

The market for green bonds is still fairly new, and despite the fact that the global volumes have 
grown exponentially over the past decade, it is still considered a niche-product covering 
approximately one per cent of the total issued bond volume (Climate Bonds Initiative 2018). 
However, to be able to reach the goals from the Paris Agreement, there exists an enormous 
need of funding. This funding need has been estimated to approximately USD 93,000 billion 
until 2030, and green bonds have been consecutively stated as a particularly important source 
of funding for the transition to be accomplished (SOU 2017:115). 

1.2& Problematisation&
Green bonds are based on traditional corporate bonds with the difference that green bonds 
possess an element of influence. The issuer is obliged to report back to the investor how net 
proceeds from the issuance have been used to finance green projects (ICMA 2017), which 
creates a requirement for transparency. Thus, both issuers and investors are interested in 
maintaining a continuous dialogue throughout the bond’s maturity, supported by the higher 
concern of transparency (SOU 2017:115).  
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In spite of the Swedish market having a slight head start regarding accumulated issuance 
thanks to being among the first markets to initiate green bond issuance, the market is still 
considered to be young and small, and is thus signified by yet low liquidity. Following the fact 
that the green bond market lacks unified certification standards, potential confusion and 
reputational damage confines the aspect of investor reliance and a pressing issue of how 
potential disobedience of standardisations should be dealt with (Shishlov et al. 2016). 
Furthermore, the lack of standards complicates related research and analysis along with the 
issuers facing reputational risks in the case the green bonds’ climate and environmental 
sustainability is being questioned (SOU 2017:115).  

So far, the value of issuing or investing in green bonds has primarily been associated with a 
signal value. In economic terms, however, the value has shown to be limited or even negative. 
In addition, legal frameworks in terms of definitions and measurability are at times perceived 
as ambiguous. To enable the requested growth of green bond volumes, research has defined 
that the product must be made more attractive for both investors and issuers. (SOU 2017:115) 
However, despite the sustainability aspect being a current topic, there seems to be little 
research executed specifically within sustainable financing for Swedish real estate companies.  

1.3& Aim&and&research&questions&
The aim of this study is to explore in what ways green bonds in the Swedish real estate market 
are being initiated and structured and subsequently governed to establish investor reliance. 
The aim will be achieved by answering the following research questions:  

1.% How are green bonds initiated and structured prior to agreement signing between issuers 
and investors? 

2.% How are green bonds governed after agreement signing between issuers and investors?  
3.% How can investor reliance in green bonds be established? 

1.4& Delimitations&
This research will be limited to Swedish real estate companies with a primary focus on green 
corporate bonds. Correspondingly, this research will neither take into account if and how 
different types of bonds affect the structure, governance and investor reliance differently, nor 
different sectors or countries. Furthermore, the study will cover solely issuers and investors 
that are currently active in the market.  

1.5& Disposition&
The report is outlined as follows: 

Chapter 1 introduces the concept of green bonds and provides a background of the issue, and 
further frames the research problem, the aim and potential delimitations.  

Chapter 2 intends to deepen the reasoning in terms of a literature review presenting previous 
research within the area and the existing body of knowledge, and further identifies the research 
gap that this research aims to fill.  
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Chapter 3 describes the methodological approach utilised to answer the outlined research 
questions, argues for its relevance and suitability and further describes the research process in 
detail. Lastly, the research credibility and potential ethical considerations are brought to light.  

Chapter 4 compiles the theoretical frameworks and definitions identified as relevant to 
answering the research questions. 

Chapter 5 presents the empirical results of the research, based on the semi-structured 
interviews and supplementing document studies performed during the research process.  

Chapter 6 includes a discussion combining the empirical results with the literature review and 
theoretical frameworks, constituting a foundation of the subsequent conclusion. 

Chapter 7 concludes the findings of the research and answers the research questions.  

Chapter 8 provides suggestions for further research within the area.  
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2& Literature&review&
Finance has been one of the key issues in climate change and sustainability negotiations over 
the past few years. Consequently, a sustainable finance sector has emerged from the long-
standing global movement for socially responsible investing (SRI), attempting to harness the 
resources and power of the financial sector to discipline corporate social and environmental 
behaviour (Richardson 2009). According to several researchers (Nordhaus 2007; Eichholtz et 
al. 2010), the Stern Review (Stern 2008) on the economics of climate change was what put the 
debate regarding the environment firmly in the economics literature, with the key conclusion 
that the world needs to reduce its greenhouse gas emissions as a precaution against the 
possible effects of global warming. An influential McKinsey report (Enkvist et al. 2007) stated 
the real estate sector to play a central role in this reduction, and furthermore the financial 
markets in general have been stated to have an important part in managing the risk and 
directing the incentives that accompanies these challenges (Read 2016). 

The previous research within sustainable financing and green investments, such as green 
bonds, has mainly been performed by qualitative measures and primarily involves how to 
incentivise issuers and investors to be part of the market for a broader cause than solely 
financial gains. Some have based the discussions of incentives on the basis of theories related 
to Corporate Social Responsibility (CSR) and the Market Timing Theory (Minghzi and Wenxia 
2015; Horsch 2017), suggesting that a company’s choice of financing source not solely depends 
on the cost of debt, but to a large extent also the signalling effects and current trends on the 
market. Research of this kind has stated that CSR performance is associated with better credit 
ratings (Mingzhi et al. 2015), hence has a strong and desirable signalling effect for the 
companies involved.  

The Swedish bank SEB initiated the concept of green bonds in 2007, defining it as bonds with 
an expressed sustainability purpose with a positive impact on the environment and climate, 
after having observed a great demand for sustainable investment alternatives. Subsequently, 
the World Bank in association with SEB issued the first green bond in 2008 (SEB 2015). The 
concept of green bonds is still fairly new and lacks a standardised certifying body; hence the 
definition of what makes a bond green is still somewhat indistinct in academia (Horsch 2017). 
In previous research, there has even been a debate regarding the correct label of the concept, 
for example suggesting that the new asset class should be labelled climate bonds rather than 
green bonds (Mathews and Kidney 2010). However, this discussion seems to have been settled 
in following academic articles (Grene 2015; Read 2016; Horsch 2017) as well as by issuers such 
as the World Bank who have kept using the label green bonds since the first issue in 2008.  

Clapp et al. (2015) identified that investors have become more aware of the climate issue, which 
has led to increased attraction towards green bonds. This is obvious from academia (van 
Renssen 2014; Grene 2015; Ramnarayan and Santibanez 2015), stating that the market for 
green bonds has been growing rapidly during the past years, including a tenfold of the total 
market volumes of green bonds between 2010 and 2014. According to the Climate Bonds 
Initiative (2018), the global volume of issued green bonds exceeded USD 100 billion already in 
2015, which implied that green bonds independently fulfilled the private climate investment 
target in the 2009 Copenhagen Accord of USD 100 billion by 2020 (Ramnarayan and 
Santibanez 2015). Notable is that this was achieved essentially without government 
interventions (Grene 2015). Positivity prevails that the market is absorbing the increased 
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amount issued, and there is a sustained trend towards an even larger market (van Renssen 
2014; Horsch 2017).  

In Sweden, sustainable financing in terms of green bonds is a highly topical issue. In December 
2016, the Swedish Government decided to assemble a public inquiry with the mandate to 
examine and propose how the market for green bonds can be developed in order to promote 
the development of a sustainable financial market. In the Official Report by the Swedish 
Government that was completed in December 2017 (SOU 2017:115), it was stated that if capital 
in the financial market is allocated to sustainable alternatives at the expense of non-
sustainable, in the longer term, a more sustainable society will be achieved. However, the 
Official Report further confirmed that regulations in terms of definitions and measurability are 
sometimes perceived as unclear, and subsequently green bonds require a higher level of 
transparency towards the investor. Furthermore, while the intention is stated towards 
increasing the issued volume, conviction prevails that the ‘greenness’ of the bonds must be 
accurately ensured to avoid an inflation that could cause the ‘green’ element of the product to 
erode (SOU 2017:115).  

An emerging aspect within sustainable finance research is green financial technology (fintech), 
which is believed to provide vast opportunities to meet the ambitions outlined in the Paris 
Agreement by enabling an acceleration of the ‘greening’ of the financial system (Kai Yeh et al. 
2017). The market concerns regarding verification of green investments have been 
acknowledged and possible applications of fintech innovations to improve the market 
conditions have begun to be examined. These fintech innovations include e.g. blockchain 
technology and big data, which are increasingly being mentioned as cost-efficient tools for 
companies and investors to ensure sustainability claims and the ‘greenness’ of investments 
(Nguyen 2016; Kai Yeh et al. 2017; Stockholm Green Digital Finance 2017; Yermack 2017; 
Marke 2018). Furthermore, Sweden is stated as a significant hub for both fintech and 
sustainable finance innovations (Stockholm Green Digital Finance 2017), and the fintech 
aspect of sustainable finance has put green bonds firmly into the research forefront.  
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3& Methodology&
The methodology delves into the philosophical assumptions and values serving as the basis 
of the research, describing the methodological approach suitable for this type of research. 
The chapter will furthermore report on the process of selecting respondents, the possible 
limitations of the chosen methodology and culminate in a discussion regarding the credibility 
of the research along with ethical considerations. 

3.1& Methodological&approach&
According to Höst et al. (2006), the appropriate choice of research method depends on the aim 
and characteristics of the research. This research aims to thoroughly understand how 
something works or is performed, thus is conducted with a qualitative methodology on the 
basis of an exploratory nature.  

Qualitative methods are relevant for this type of research as they originate from words and 
explanations hence contain adequate details and perspectives to provide a thorough under-
standing of a subject (Höst et al. 2006). By adopting qualitative methodology, pre-conceived 
notions can be fine-tuned while analysing and estimating the issue from an in-depth 
perspective (Jamshed 2014). Correspondingly, this research has been conducted on the basis 
of an interpretative research philosophy because of the need to comprehensively make sense 
of the subject along with socially constructed meanings expressed about the phenomenon 
(Saunders et al. 2016) to enable a full in-depth exploration.  

There are numerous ways to conduct exploratory research, including e.g. various types of 
interviews. Because of their exploratory nature, interviews are likely to be relatively 
unstructured hence rely on the quality of the contributions from the participators (Saunders et 
al. 2016). According to Ahrne et al. (2011), interviewing relevant people with industry-specific 
knowledge is an established and reliable method, and the collection of qualitative data has 
therefore mainly been performed through semi-structured interviews with all categories of 
stakeholders currently involved in the use of green corporate bonds on the Swedish real estate 
market. These stakeholders include issuers, investors and underwriters as well as second-
opinion companies engaged in green bond certification along with the Swedish exchange 
market for green bond trade. By interviewing actors with different stakes and roles, qualitative 
research methods become even more valuable in providing comprehensive descriptions of 
complex phenomena along with potential bias and errors in the results being reduced (Soafer 
1999). 

Furthermore, research aimed at thoroughly exploring and describing a concept or 
phenomenon preferably uses a case study strategy (Saunders et al. 2016). Unlike surveys, case 
studies do not provide evidence or statistically significant results, however, they enable in-
depth knowledge of the research topic which makes it suitable for exploratory research. 
Correspondingly, the specific frameworks and further related documents of the currently 
issued green bonds by the selected respondents have been analysed in addition to the 
interviews. 
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3.2& Selection&of&respondents&
The data collection is based on a total of eleven interviews, including five issuers, three 
investors, the single largest second-opinion company and underwriter within green bonds 
respectively as well as the Swedish exchange market (Nasdaq).  

The most relevant respondents within each stakeholder categories have been identified using 
a snowball sampling technique, which means that an initial interview with an acknowledged 
respondent will be used to identify additional respondents that otherwise would be difficult to 
identify (Saunders et al 2016). 

The initial respondent, Storebrand, was identified by being a frequent actor in the public 
debate about sustainable finance and green bonds, along with being the sole of the largest 
Swedish investors that has a streamlined green bond fund. Similarly, the first three issuing 
companies; Vasakronan; Fabege (publ); and Atrium Ljungberg (publ), were selected based on 
their current outstanding green bond volumes according to the (see Figure 1 below).  

 
Figure'1.%Outstanding%green%bond%volumes%(SEKm).%Data%from%Nasdaq%Stockholm%(trading%day%31O01O2018).%&

All respondents interviewed during the research process, including the ones identified 
subsequent to the initial respondents, are presented in short below. 

Björn Bergstrand, Head of Sustainability, Kommuninvest. 
Kommuninvest is a municipally owned financial intermediary with the primary purpose to 
provide Swedish municipalities with stable financing for investments within the local 
authorities. Kommuninvest thus is a green bond aggregator providing funds for green lending 
and has thus far issued three green bonds amounting to a total of SEK 14 billion.   
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Ann-Charlotte Eliasson, Head of Nordic Fixed Income, Nasdaq.  
Nasdaq launched the first Sustainable Bond Market in the world in 2015. The Nasdaq 
responsibility overhauls the Nordics, where Sweden is the second largest Sustainable Bond 
Market in terms of issued bonds. The market strives to facilitate infrastructure, monitor issuers 
and foster a dialogue between market actors to ensure continued market growth. 

Harald Francke Lund, Senior Advisor, CICERO.  
CICERO is a Norwegian independent, non-profit research organisation within climate finance. 
Since 2008, the organisation has provided second opinions on green bonds, working with 
approximately 70 international development banks, governments, municipalities and 
corporations. As of 18 September 2017, Cicero accounted for 84 per cent of the second opinions 
performed on the Swedish green bond market.  

Åsa Lind, Head of Treasury, Fabege.  
Fabege is a Stockholm-based real estate company with a primary focus on commercial 
properties in Stockholm City, Solna and Hammarby Sjöstad. The company established their 
green bond framework in 2016 allowing for SEK 5.0 billion to be issued within the  
MTN-programme. Thus far, green bonds totalling SEK 3.7 billion have been issued and 
constitutes all of the company’s bond financing.  

Helena Lindahl, Senior Portfolio Manager, Storebrand.  
Storebrand is one of the main European investors in green bonds, managing the world’s first 
and largest fund for green bonds. The fund currently has approximately SEK 4.0 billion in 
assets under management.  

Lars Lindblom, Portfolio Manager, Fixed Income, AP2. 
AP2 is one of the largest pension funds in northern Europe, with approximately SEK 345 
billion in assets under management. The fund invests in all asset classes in any part of the 
world, with circa one per cent of the portfolio invested in green bonds. AP2 was with their first 
green bond investment in 2008 one of the initial investors in the asset class.    

Fredrik Linderborg, CEO, and Henrik Molin, CFO, Vacse (publ).  
Vacse is a real estate company focused on public sector properties and was founded in 2009 
by seven Swedish long-term employee benefit funds. Today, the company has aound SEK 5.0 
billion in assets under management and has recently established an MTN-programme allowing 
for SEK 5.0 billion in green bond issuance. The company currently has around SEK 1.4 billion 
in corporate bonds outstanding.  

Martin Lindqvist, CFO, and Albert Olofsson, Financial Controller, Atrium Ljungberg.  
Atrium Ljungberg has a real estate portfolio focused commercial properties in larger Swedish 
cities; Stockholm, Uppsala, Gothenburg and Malmö. The company has around SEK 5.7 billion 
in outstanding bonds and established their green bond framework in 2017. Green bonds 
currently amount to SEK 2.6 billion, corresponding to 14 per cent of the total loan volume.  

Peter Lööw, Responsible Investments, and Carina Silberg, Head of Sustainability, Alecta.  
Alecta manages the occupational pensions totalling to SEK 830 billion, with their main assets 
being debt securities and equity as well as directly owned real estate. The green bond 
investments amount to SEK 23 billion, corresponding to approximately six per cent of the fixed 
income assets, and three per cent of total assets under management.   
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Kristoffer Nielsen, Climate & Sustainable Finance, SEB.  
SEB developed the concept of green bonds together with the World Bank in 2007-2008. Since 
2010, the bank has a team fully dedicated to green bond advisory regarding the green bond 
framework and structure, along with acting for a developing market, while the debt finance 
department conducts the issuances. Since the first issuance until the end of 2017, SEB is the 
second largest underwriter of green bonds globally with a market share of 6.4 per cent, while 
the market share in the Nordics exceeds 50 per cent. 

Thomas Nystedt, CFO, Vasakronan.  
Vasakronan is Sweden’s largest real estate company, with a commercial property portfolio 
amounting to SEK 127 billion, and became a forerunner within sustainability when they issued 
the first green corporate bond in 2013. Today, the company has a total loan volume of SEK 59 
billion, whereof approximately SEK 12 billion corresponds to green bonds.  

3.3& Limitations&
The perhaps most significant limitation to qualitative research is the fact that the quality of the 
research depends greatly on individuals, both in terms of the respondents being biased by 
personal experience and knowledge, and the researchers approaching the study with conscious 
or unconscious prejudices. This, in combination with various psychological factors, may 
influence the observations and conclusions related to the research problem thus affect the 
outcome of the research. (Saunders et al. 2016) Due to the data collection in this research being 
based on a number of interviews with individuals, it correspondingly involves a risk of bias that 
may pose a threat to the validity. Furthermore, the sampling is limited to a short period of time, 
which implies that the respondents hence the results are highly dependent on the current 
market conditions and actors.  

Furthermore, qualitative research and case studies in particular are commonly considered not 
generalizable. This does not imply that generalizations are irrelevant, however, more cautious 
assessments have to be done in order to transfer the results onto other areas (Ahrne et al. 2011). 
As this research is delimited to green corporate bonds issued by Swedish real estate companies, 
the results are not necessarily applicable to other industries or countries nor other types of 
bonds.  

3.4& Establishing&credibility&
Credibility is possibly particularly important for qualitative research, as it differs from 
quantitative research that seems to be a dominant conception of science (Ahrne and Svensson 
2011). Accuracy in data collection and analysis is required in order for the research to achieve 
credibility; hence the interviews are recorded and transcribed. Furthermore, the credibility can 
be improved by applying triangulation in terms of using several sources of methods, data or 
people studying the same phenomenon from different perspectives (Höst et al. 2006). By 
including a carefully selected width of respondents from all stakeholder perspectives, this 
research enables a more objective exploration than if only one stakeholder category or one 
respondent within each stakeholder category would be included. Furthermore, triangulation 
is attained by supplementing the interviews with document studies, thus including an 
additional source of data that correspondingly increases the credibility.  

 &
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3.5& Ethical&considerations&
According to Saunders et al. (2016), the concept of consent is a central act in research ethics 
particularly in qualitative research involving human beings and involves whether and how 
people agree to participate. The concept of consent is not a straightforward matter, however, 
when approaching a potential participant, gaining informed consent is the fundamental aim. 
Informed consent refers to the complete state when the participant’s consent is accurately 
given based on full information about his or her rights and the intended use of the data; hence 
the fundamental aim when approaching participants in this research has been to establish an 
honest and open dialogue.  

Informed consent has been achieved by, primarily, informing all potential participants that 
participation is completely voluntary. Furthermore, the inquiries included information 
regarding who we are, the purpose of the research, the anticipated time needed for the 
interview along with why they have been contacted and how the data is anticipated to be used. 
The inquiries further included comprehensive contact details in order for the participants to 
be able to ask questions ever since the initial contact. The inquiries, including the information, 
were sent out in good time ahead of the intended time of the interview, to enable thorough 
decisions based on full information.  

Interview guidelines have been sent out to the respondents a couple of days before the 
interview, in order for them to be able to prepare in terms of knowing in more detail what type 
of information is desired thus streamline the interview for both parties. Moreover, all 
interviews have been initiated by clarifying how the interview is planned to be conducted, how 
the material is anticipated to be used along with potential confidentiality and use of recorder. 
The respondents were further informed that the interviews will be transcribed, and that 
approval of any material used will be requested before any publication.  
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4& Theoretical&framework&and&definitions&
The theoretical framework and definitions will outline the most important theoretical 
concepts relevant to understanding the area of research. The identified theoretical 
framework will accompany the empirical results into the subsequent discussion, and hence 
enable a more comprehensive analysis of the research problem. 

4.1& Bond&theory&
A bond is a fixed income security and one of the main asset classes alongside equities and cash 
equivalents, explicitly defined as “a security sold by governments and corporations to raise 
money from investors today in exchange for the promised future payment” (Berk and DeMarzo 
2014). In other words, a bond is a financial instrument enabling a government, corporation, or 
other entity to raise capital to finance coming projects. By issuing a bond, or debt security, the 
borrower commits to repay the principal at maturity as well as periodic interest to the 
bondholder (Martellini et al. 2003). Bonds have a maturity of at least one year, most commonly 
between two and ten years, and the main issuers in Sweden are the Government, housing 
institutions and corporations (Handelsbanken 2014). Moreover, bonds have a standard or 
non-standard structure, whereas standard bonds include coupon bonds while zero-coupon 
bonds are considered to be non-standard (Martellini et al. 2003). 

Within the Swedish real estate market, senior banks are more careful than ever, restricting 
loans to real estate investments with high loan-to-value ratios in mind. Along with the fading 
interest from senior banks, constituting the background of current capital markets, bond 
financing continues to develop in regard to both liquidity and separating secured and 
unsecured bonds (Newsec 2018). Not only large public real estate companies continue to 
increase their share of bond financing, but also smaller companies with lower creditworthiness 
or no rating are increasing in number and seek financing directly in the capital market rather 
than traditional bank loans. Investment grade rated companies continue to receive more 
favourable terms and conditions in the capital market than equivalent bank loans. (JLL 2018) 

4.1.1& Key&terminology&
Face value – The nominal value stated by the issuer, which for bonds equals the amount paid 
to the holder at maturity (Martellini et al. 2003). 

Zero-coupon bond – The least complex bond type with no recurring coupon payments and the 
investor receives only the bond’s face value at maturity date (Martellini et al. 2003). 

Coupon bond – Bonds that include regular interest payments in addition to the cash payment 
of the face value at maturity (Berk and DeMarzo 2014). 

Coupon rate – Determines the amount of coupon payments to be made and is set by the issuer 
(Berk and DeMarzo 2014). 

Sovereign bond – Bonds issued by national governments, usually structured as coupon bonds 
(Berk and DeMarzo 2014).  
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Market – Bonds are traded in the primary and secondary market, where new security issues 
are first sold in the primary market and the secondary market provides an over-the-counter 
market for trades of previously issued securities (Martellini et al. 2003). The face value and 
coupon payments are determined when first issued in the primary market, constituting the 
total cost of the bond for the issuing corporation (Berk and DeMarzo 2014). 

Yield to maturity (YTM) – The overall interest rate that the investor receives for holding the 
bond at current market price to maturity (the face value). The YTM is determined by nominal 
risk-free rate, risk premium and liquidity premium, and is also referred to as the internal rate 
of return (IRR). (Martellini et al. 2003) 

Medium Term Note Programme (MTN-programme) – Allows for a corporation to issue bonds 
within the same framework and new bonds can be issued without producing extensive legal 
documents each time of issuance (Fabozzi and Polack 2000). 

4.1.2& Corporate&bonds&
Corporate bonds are one of the most common types of bonds and refer to bonds issued by 
entities, such as firms and banks, belonging to the private sector. The bonds are far less liquid 
than government bonds, hence bear a higher bid-ask spread. (Martellini et al. 2003) The issuer 
of a corporate bond is obliged to meet periodic payments determined in the bond framework. 
In case the full amount not is payed back, the issuer defaults. The risk of default, i.e. the credit 
risk of the bond, describes the uncertainty of a bond’s payments. (Berk and DeMarzo 2014) In 
addition, default of a bond could also occur by the creditor prompting bankruptcy when one or 
several covenants are breached (Martellini et al. 2003). 

4.1.3& Green&bonds&
There is currently no Swedish law or regulation neither managing nor defining green bonds, 
and regulations for validation are non-existent. Green bonds are hence managed by general 
bond market regulations. However, international establishments have widely defined the 
concept of sustainable bonds as bonds used to finance or refinance projects with clear 
environmental and social-economic benefits. (SOU 2017:115) Further definitions denote that 
green bonds shall finance or refinance environmentally friendly projects (Nasdaq 2017) or 
projects taking action to reduce climate change (SOU 2017:115); “a debt security that is issued 
to support climate-related or environmental projects”. The use of proceeds is the core 
component of green bonds and what differentiates them from other bonds (World Bank 2015), 
which are solely evaluated in terms of the highest possible return.   

Financially and technically, green bonds are structured identically (SOU 2017:115) and are in 
general priced very close to regular bonds, hence investors do not consider the green aspect of 
the bonds to be worth paying more, or giving up return for. The investor will beyond evaluating 
standard bond pricing mechanisms, such as maturity, coupon price and investment grade, also 
assess the use of proceeds and the environmental impact of the project(s) the loan intends to 
finance. (World Bank 2017) Once issued, green bonds possess another aspect of different-
iation; the issuer must publish annual impact reports disclosing how proceeds have been 
invested, and what environmental impact it has bred (SOU 2017:115). 

 &
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4.1.3.1& Determining&what&is&‘green’&in&green&bonds&
In order for investors to invest in green bonds, they will require information regarding how the 
issuers track the use of proceeds and monitor the investments, in order for them to evaluate 
the differences in green bond offers presented to them. Up until now, the market has relied on 
by issuers released impact reports, second opinions and commentary from academics; 
investment advisers; auditors; technical experts; media; and non-governmental organisations, 
such as the Centre for International Climate and Environmental Research (CICERO) and 
Sustainalytics. (World Bank 2015) The leading global provider of second opinions, CICERO 
(2015), has developed a rating scale with different shades of green; dark green; medium green; 
light green; and brown to simplify environmental due diligence. Furthermore, to be eligible to 
list a green bond on the Nasdaq Sustainable Bond Market, the bond and its framework must 
be reviewed by an experienced third party (Nasdaq 2017).  

In the European Union (EU) there are no requirements of external party certification, 
information or content in terms of which bonds can be titled as green. Issuers instead use 
global industry standards, such as the Green Bond Principles (GBP), while some choose to 
certify their green bond in accordance with the Climate Bonds Standard (CBS). As of 4 October 
2017, no Swedish green bond had been certified according to the CBS, but instead all 
outstanding green bonds conform with the GBP, which is often an investor demand, beyond 
being a requirement from Nasdaq (SOU 2017:115). 

4.1.3.2& Green&Bond&Principles&
As the green bond market has expanded, market actors have requested clarity to green bond 
definitions and processes. The observed market demand resulted in a group of banks 
developing, and in January 2014 publishing, the GBP. The principles consist of voluntary 
process guidelines when framing the issuance of green bonds and intend to promote 
transparency, disclosure and integrity in the market. The International Capital Markets 
Association (ICMA) (2017) acts as the GBP secretariat facilitating the work of its members. The 
purpose of the principles is to promote availability of necessary information to analyse green 
bonds’ environmental impact and provide guidance to issuers on the four key components 
involved in launching a credible green bond, which are described below.  

1. Use of Proceeds – As previously mentioned, the use of proceeds is the main defining 
characteristic of green bonds. These should be appropriately described in the legal 
documentation and all green projects’ environmental benefits shall be assessed and when 
possible, quantified by the issuer. Among approved green projects are e.g. green buildings 
complying to regional, national or internationally recognised standards or certifications.  

2. Process for Project Evaluation and Selection – The issuer shall communicate their 
environmental sustainability objectives along with the process used to determine how their 
projects will fulfil these objectives to the investors. The principles further encourage issuers to 
use external reviews to attain the highest possible transparency, such as a second opinion of 
the green bond framework.   

3. Management of Proceeds – The net proceeds of the green bond issuance should be credited 
to a sub-account or moved to a sub-portfolio, or tracked in another suitable way. The process 
should be well documented by the issuer in order to link each issuance to the green investment 
activities. During the green bond’s maturity, proceeds should continually be regulated to 
balance allocations to green projects. If the issuer does not intend to use proceeds for eligible 
green projects, temporary placement should be made known to the investors. 
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4. Reporting – The issuer shall monitor and review their green projects and annually disclose 
their findings together with use of proceeds and expected environmental impacts. The annual 
review should also include a list of the green bond financed projects, a brief description of these 
and to which amount they have been financed. 

4.1.3.3& Climate&Bonds&Standard&
In addition to the Global Bond Principles, the CBS has been developed by the Climate Bonds 
Initiative (CBI) (2017), a non-profit organization promoting investment in low-carbon 
industries. The CBS sets green definitions and certification eligibility, and is currently the only 
international certification scheme for green bonds. Furthermore, the CBS has a pre- and post-
issuance framework defining requirements for use of proceeds, tracking, and reporting in 
order for the green bond to become certified. The CBS can thus far only be used for a limited 
number of projects, including low carbon buildings; commercial buildings; residential 
buildings; and development projects that progress towards zero emissions by 2050. The CBS’ 
emission targets for low carbon buildings are also consistent with the Paris Agreement. 

The CBS is in full alignment with the latest version of the GBP and is a voluntary initiative for 
issuers. In 2017, 14 per cent of all issued green bonds were certified by this Certification 
Scheme spread in 18 countries; with the United States, Australia, China and India standing for 
the majority.  As previously mentioned, the CBS has thus far not been used by any Swedish 
organization to certify green bonds. 

4.1.3.4& Benefits&and&disadvantages&
As with any financial instrument, green bonds have certain benefits and disadvantages due to 
their technical and financial characteristics. Firstly, green bonds provide a clearly stated 
sustainability aspect by decreasing transaction costs in terms of resources for finding 
sustainable investments for investors. As the demand for investing green is increasing due to 
investment mandates shifting towards responsible investments, investors can easily identify 
suitable investments thanks to the green bonds’ distinctive characteristics. This saves time 
previously necessary for analysing and identifying potentially green investments. Green bonds 
further enable for investors to invest in specifically green projects even though the company’s 
general business is not yet sustainable. (SOU 2017:115) This provides the same benefits for the 
investor who, alike the issuers, can easily communicate their sustainable investments to 
stakeholders.  

Green bonds have moreover proven to increase investor awareness regarding sustainable 
investments, thus opening a dialogue between investor and issuer by addressing the climate 
change issue (World Bank 2015). The strong-growing brand of green bonds has also enabled 
investors and issuers investing in and issuing green bonds to easily communicate their 
environmental, social and governmental (ESG) business criteria and coherently enhance their 
brand (EY 2016). These characteristics have attracted new investors who consider 
sustainability aspects in their investment decisions as well as entirely green investors and 
funds; hence issuers reach new investors by issuing green bonds (World Bank 2015). 

The main challenge for the issuers concerns additional costs related to the issuance in terms 
of defining the green bond framework, monitoring use of proceeds and periodically reviewing 
and reporting on use of proceeds and the environmental impact of the financed projects. In 
addition, there is a reputational risk related to the green criteria being too vaguely defined and 
thus not meeting all investors’ demands. (EY 2016; SOU 2017:115) 
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4.1.3.5& Outstanding&volumes&
As of December 2017, the total cumulative green bonds issuance, counting all types of bonds 
including corporate along with sovereign, government et cetera, amounted to USD 343 billion 
(Climate Bonds Initiative 2018). Out of the total global volume, 4.3 per cent constituted 
emissions in Swedish crowns (SEK). In terms of accumulated issuance, the SEK market 
accordingly is the fourth largest worldwide (SOU 2017:115). The global green bond market 
continues to grow, reporting all time high issuance levels each year including 2017 with a total 
issuance of USD 156 billion throughout all issuer categories (see Figure 2 below). The major 
green bond nations; the United States; China; and France, accounted for more than half of the 
2017 issuance followed by Supranational, Germany and Sweden. From being a market 
completely dominated by a few major players just two years back, geographical diversification 
is increasing with several new nationalities among the green bond issuers during 2017, in both 
developed countries as well as emerging markets, implying that the market continues to attract 
a wider and larger issuer base each year. (Climate Bonds Initiative 2018) 

 
Figure'2.'Global%green%bond%volumes%(USDbn).%Data%from%Climate%Bonds%Initiative%(2018).%%

Green bond proceeds are increasingly used to finance low carbon buildings and energy 
efficiency projects (Climate Bonds Initiative 2018), confirming the high relevancy for the real 
estate sector. During 2016, 21 per cent of the green bond proceeds were allocated to this project 
category, while the same number at the end of 2017 was at 29 per cent (see Figure 3 below), 
reporting record growth in terms of a 2.4 time increase year-on-year. 
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Figure'3.'Use%of%proceeds%per%project%type%(%%of%total%annual%issuance).%Data%from%Climate%Bonds%Initiative%(2018).%%

4.2& Corporate&Social&Responsibility&
CSR was initiated in the 1930s when corporations’ responsibility in the society started to be 
considered. According to Carroll (1999), the modern definition of CSR was formed during the 
1950s, however, focus was aligned towards social responsibility rather than CSR due to a 
sustained underestimation regarding to which extent large corporations influence the society. 
During this time, Howard R. Bowen (1953) was the most influential author within the area, 
and defined CSR as “the obligations of businessmen to pursue those policies, to make those 
decisions, or to follow those lines of action which are desirable in terms of the objectives and 
values of our society”. Another definition was given by the European Commission (2011) as “a 
concept whereby companies integrate social and environmental concerns in their business 
operations and in their interaction with their stakeholders on a voluntary basis”.  

Nowadays, CSR is constantly topical and to a large extent aligned with sustainability, as the 
responsibilities for a company’s effects on both environmental and social well-being are 
commonly incorporated. Furthermore, the concept is increasingly considered as a contributing 
factor to increased profitability as a consequence of enabled reductions of unnecessary 
consumption of both human, physical and financial resources. Subsequently, the concept of 
CSR serves as an essential point of economic, social, and environmental performance. (Aguinis 
and Glavas 2017) 

4.2.1& Global&Climate&Agendas&
As previously mentioned, influential global climate agendas have been established as primary 
initiators of the global sustainable development. Sweden is committed to two global climate 
agendas; the United Nation’s Agenda 2030 (2015) and the Paris Agreement (2016). 

The United Nation’s Agenda 2030 was adopted during the United Nation’s summit in New 
York in September 2015 and constitutes 17 global ambitions for sustainable development, of 
which combating climate change is one.  

The Paris Agreement was initially adopted in December 2015 and eventually came into effect 
in November 2016 and is an agreement within the United Nations Framework Convention on 
Climate Change (UNFCCC). The Paris Agreement is legally binding for the 174 parties that 
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have ratified among the 197 participating parties in the convention (as of 2 March 2018), 
including Sweden along with the entire EU. The aim of the agreement is to strengthen the 
global response to the threat of climate change, and to commonly sustain the global warming 
well under 2.0 degrees (Celsius) as well as actively effort to limit the temperature increase even 
further to 1.5 degrees above pre-industrial levels.  

Coherently, the European Commission (2018) established a High-Level Expert Group (HLEG) 
in late 2016, comprising of 20 senior experts mostly from the civil society, the finance sector 
and academia. The task of HLEG is to advice the Commission and support the development of 
a harmonised sustainable financial market within the EU. In January 2018, the HLEG released 
their final report “Financing a Sustainable European Economy”, forming the basis for the 
Commission’s action plan on sustainable finance published in March 2018, suggesting a 
number of prioritized activities for the financial markets to contribute in reaching set climate 
goals, including efforts that will affect the green bond market.  

4.2.2& Greenwashing&
Issuers and investors active in the green bond market are exposed to various types of risks, 
including the risk of greenwashing (SOU 2017:115). The common definition of greenwashing 
is often broad and vague, however, Lyon and Maxwell (2011) suggest that information 
asymmetry between corporations and the public exists, implying that the public has limited 
information about corporations’ environmental impact. Bowen and Arragon-Correra (2014) 
continue this reasoning, stating that corporations tend to disclose all positive information 
regarding environmental performance, without full disclosure of negative information. 
Subsequently, greenwashing refers to creating an overly positive image of the company’s 
environmental efforts, signalling to the market a more environmentally aware company than 
might be true.  

If less environmentally friendly companies thus would engage in greenwashing by issuing 
green bonds to finance dubiously sustainable projects, an Official Report by the Swedish 
Government (SOU 2017:115) states that the reliance in the green bond market could be 
negatively affected. Correspondingly, a potential extensive issuance of dubious bonds could 
pose a risk in terms of the ‘greenness’ of truly ‘green’ bonds being questioned.  

4.3& Transparency&
The initial reference of transparency can be traced back to organisation sciences in the 20th 
century; mostly summoned as a rhetorical device within organisational theory. However, in 
the past two decades the concept of transparency has taken a more formal shape subsequent 
to a series of prominent corporate scandals, such as Enron in 2001, Worldcom in 2002, and 
Lehman Brothers in 2008 (Schnackenberg and Tomlinson 2016). Nowadays, transparency is 
commonly described as a concept and ideal state, and moreover alleged as a key element for 
organisations to establish stakeholders’ reliance (Bushman et al. 2004).  

Despite there being numerous definitions of transparency, no definition of the concept is 
currently unified. However, in a study comparing all identified definitions, Schnackenberg and 
Tomlinson (2016) concluded an emerging consensus that transparency generally concerns the 
availability of information. Transparent information is further pronounced to be intentionally 
shared along with being highly qualitative. Attaining transparency hence implies openness, 
communication and accountability (Bushman et al. 2004), and the aimed level of transparency 
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will accordingly serve as a guideline for an organisation’s decisions and policies on the 
disclosure of information to its internal and external stakeholders (Schnackenberg and 
Tomlinson 2016). 

In the corporate bond market, Edwards et al. (2007) have found that transaction costs are 
lower for transparent bonds than for similar non-transparent bonds, and moreover these costs 
decrease when the pricing of a bond is made more transparent. This further suggests that 
transparency improves the liquidity in corporate bond markets, thus increased transparency 
may lower corporate cost of capital. Besides, higher levels of transparency are alleged to reduce 
information asymmetries between the corporation and investors, and hence mitigate risk and 
enable more efficient market structures (Cheng et al. 2014). 

4.3.1& Information&asymmetries&
Information asymmetry, or information failure, as defined by Berk and DeMarzo (2014) occurs 
when one party in an economic transaction possesses more, or other, information than the 
other party. Most commonly the seller, or issuer, has the greater knowledge than the buyer, or 
bondholder, however the opposite situation is likewise possible. Almost all economic 
transactions involve information asymmetries, and Bebczuk (2003) distinguishes this 
phenomena in two categories. Firstly, fundamental uncertainty regarding all investments 
questions the issuer’s ability to repay the debt to the bondholder (adverse selection). This 
hindrance can quite easily be resolved by adjusting interest rates to match the probability of 
default. Secondly, the issuer’s assurance to conform with the contract can be more difficult to 
overcome and control for a bondholder (moral hazard). When these situations occur and the 
lender’s profitability is compromised, the probability of conflicts of interest increases rapidly.  

4.3.1.1& Adverse&selection&&
The theory of adverse selection, a possible consequence from information asymmetries, was 
formalized by George Akerlof (1970) in terms of the ‘lemons problem’. He suggested that when 
a product’s quality is unobservable for buyers, the seller will lower the product quality. 
Subsequently, buyers will expect this to occur and lower their willingness to pay hence prices 
decline. This will in turn force sellers to lower quality further to maintain profitability. Thus, 
quality will decline until nothing but the lower quality ‘lemons’ are remaining and the market 
fails. In other words, adverse selection exists when sellers have more information than buyers, 
or vice versa. 

Sprung from the proposed issue, Spence (1973) introduced a possible solution by work on 
market signalling. He suggested by his article on job-market signalling that the problem with 
asymmetric information can be overcome by one party sending out a signal to reveal some 
piece of information about themselves considered relevant to the other party. This has been 
suggested to occur recurrently within green investments, where the green project itself has a 
signalling value towards the stakeholders of the issuing company (Fuerst et al. 2016).  

Stiglitz (1975) later on suggested another possible countermeasure for adverse selection when 
introducing the screening model, assuming the uninformed party to move first by offering a 
menu of contracts of which the informed party chooses one and as a result reveals their type, 
a method often carried out prior to SRIs. In order to find suitable investments conforming with 
ESG criteria, the market must be ‘screened’, one of the two legs in SRI (Rivoli 2003). 
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4.3.1.2& Moral&hazard&
Moral hazard can arise when one party in a relationship changes their behaviour due to not 
being fully exposed to the consequences. Subsequently, this party will not assume additional 
risks that will affect the other party, and the actions are hence not based on what is considered 
morally right but instead what will provide the highest benefit. Within bond issuance, 
bondholders will most likely limit the risk of moral hazard by only agreeing to a bond contract 
including very strict covenants and other monitoring measures. (Berk and DeMarzo 2014) In 
the case of multiple lenders, such as syndicated loans, Holmstrom and Tirole (1997) coined the 
phrase ‘syndicate moral hazard’, referring to moral hazard between the lead lender and other 
lenders. The lead lender is often expected to be central in monitoring the loan, and moral 
hazard arises as a result of information asymmetries among the lenders. Furthermore, 
informational friction between the lender and borrower can be caused by the borrower’s 
incentives to engage in excessive risk taking or invest in projects not agreed upon with the 
lender. This has been referred to as ‘borrower moral hazard’ (Bharath et al. 2011). 

Moral hazard is inevitably a topical issue also in the green financial market. To achieve effective 
management of environmental risk and the optimal resource allocation, the market must 
according to Wang and Qiang (2016), be rational in guiding the flow of funds. Effective 
regulation policies are hence said to be necessary in order to avoid information asymmetry and 
deal with the potential occurrence of moral hazard.  

4.3.2& Governance&
Governance involves the system of controls, regulations and incentives by which a company is 
directed to balance and mitigate the conflict of interest that arises between different 
stakeholders, such as shareholders, bondholders, management, customers, financiers and the 
community. Subsequently, communicating a company’s governance is a key component of the 
relation to investors as well as the community. Bad governance can damage a company’s 
reputation along with its reliability, integrity or obligation to shareholders, and consequently 
cause damage to the company’s financial state. Conversely, good governance creates a 
transparent environment in which the incentives of various stakeholders are aligned. Most 
companies hence strive to attain high levels of governance, not only regarding the financial 
interests but also through environmental awareness, ethical behaviour and sound governance 
practices. (Berk and DeMarzo 2014) 

Solid governance is further critical in evolving the market of green finance. According to Kai 
Yeh et al. (2017), established governance in developing green policy guidelines and markets 
have resulted in increased demand and issuance of green finance products, and can further 
encourage the enduring growth and harmonisation of the market.  

4.3.3& Blockchain&technology&&
The blockchain technology was proposed by Satoshi Nakomoto (2008) as a method of 
validating ownership of the virtual currency Bitcoin. A blockchain is an automatized, 
decentralised distributed ledger that underlies and maintains cryptocurrency transactions by 
recording and adding the transactions into ‘blocks’ in chronological order (Kai Yeh et al. 2017). 
The distributed ledger technology allows all market participants to connect, send or verify 
transactions, enabling for everyone to keep track of the digital currency transactions without 
using a central recordkeeping. Subsequently, blockchain is a digitalised system of transaction 
records that, according to a set of mathematical rules, conveniently prevents illegitimate 
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interference. The technological model of applying a decentralised distributed ledger and an 
automatized blockchain has formed a transaction infrastructure that is characterised by low 
transaction costs, improved transparency and a high level of security, and is expected to have 
major impacts on the entire global financial market. (Nguyen 2016)  

The technology is currently used primarily to verify transactions in digital currencies, however, 
the construction of the technology enables for a much wider range of applications. Due to the 
low transaction costs, greater transparency, more accurate record-keeping and improved 
liquidity, blockchains may impose extensive changes in corporate governance, as these factors 
could significantly equalise the balance and power among all stakeholders involved (Yermack 
2017). Correspondingly, blockchain may play a significant role in the sustainable development 
of the global economy (Nguyen 2016), for instance by enabling tracking of green bond 
investments hence providing the ability to verify the execution of ‘green’ product claims (Kai 
Yeh et al. 2017). 

Inevitably, there are risks associated with the blockchain technology. These risks are mainly 
associated with the incompleteness of legal and regulation aspects related to the technological 
development, which prevents the blockchain technology from being widely applied (Nguyen 
2016).  

4.4& Building&environmental&certification&systems&
Alongside the global progress of sustainability awareness, various environmental certification 
methods have been developed worldwide. In the real estate sector, the use of building 
environmental certification systems, commonly pronounced as certifications of green 
buildings, has emerged during the past decade, and numerous countries have developed 
domestic assessment methods (Cole and Jose Valdebenito 2013). However, despite the 
domestic methods having the advantage of encouraging green building practices appropriate 
for specific climates and cultures, Cole and Jose Valdebenito (2013) state an increased 
aspiration towards standardised assessment methods in the global market.  

The aspirations towards standardisation and brand recognition are further mentioned to have 
helped enforce an increased global use of the two most established building environmental 
certification systems: Building Research Establishment Environmental Assessment Method 
(BREEAM) and the Leadership in Energy and Environmental Design method (LEED). 
According to the Swedish Green Building Council (SGBC), BREEAM and LEED are, along with 
the domestic certification system Miljöbyggnad and the EU initiative GreenBuilding, the most 
widely used building environmental certification systems in Sweden (SGBC 2018a).  

4.4.1& BREEAM&
BREEAM is a British certification system operated by the Building Research Establishment 
Global (BRE Global) that was initially introduced in 1990 and has subsequently grown into one 
of the most significant influencers of green building market practices in the world. In 2013, the 
SGBC (2018b) developed an adaption of BREEAM in accordance with Swedish regulations and 
standards, BREEAM-SE, which since is the version applied on the Swedish market. The latest 
version, BREEAM-SE 2017, includes ten assessment values; management; health and 
wellbeing; energy; transport; materials; waste; land use and ecology; pollution; and 
innovation, that are evaluated by a licensed BREEAM-SE assessor. The scores obtained in each 
category are weighted into a final percentage score, in which energy, materials and health and 
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wellbeing have the highest weightings. Based on the final score, the building or project may be 
certified within one of five different rating levels:  

Pass  ≥ 30% 
Good ≥ 45% 
Very Good  ≥ 55% 
Excellent  ≥ 70% 
Outstanding ≥ 85% 

The aim of the certification system is to mitigate the life cycle impacts of buildings on the 
environment. By being available for all projects, infrastructure and buildings from new 
construction to in-use and refurbishment, BREEAM recognises and reflects the assets across 
the built environment life cycle (BRE Global 2018). The BREEAM system hence includes a 
significantly wider range of factors than Miljöbyggnad and GreenBuilding (SGBC 2018b).  

4.4.2& LEED&
The LEED certification system is managed by the non-profit US Green Building Council 
(USBGC) (2018) and was originally introduced in 2000 with the aim to “ensure electricity cost 
savings, lower carbon emissions and healthier environments for the places we live, work, learn, 
play and worship”. The LEED certification is a globally recognised symbol of sustainability 
achievement and is available for practically all building types and community projects 
throughout their life cycle. Correspondingly, LEED includes an overall perspective resembling 
to the BREEAM system. The LEED certification is performed by educated assessors and the 
assessment compiles a total of 136 points. Depending on the number of points a building or 
project accumulates, it may be certified within one of four rating levels:  

Certified  ≥ 45 points            
Silver  ≥ 60 points 
Gold  ≥ 75 points 
Platinum  ≥ 90 points 

The rating system is designed to guarantee minimum levels of sustainable practices through 
18 mandatory measures in eight credit categories; innovation and design; location and 
linkages; sustainable sites; water efficiency; energy and atmosphere; materials and resources; 
indoor air quality; and awareness and education. Beyond the points, all buildings or projects 
must fulfil certain prerequisites constituting the minimum requirements to obtain a 
certification.  

4.4.3& Miljöbyggnad&
The domestic certification system Miljöbyggnad was initiated in 2011 and is operated by the 
SGBC (2018c). The main purpose with the certification system is to ensure sustainable 
surroundings for both users and the environment, and the system has been developed 
specifically on behalf of Swedish conditions. Moreover, Miljöbyggnad is applicable for both 
new and existing buildings of any type and size and is the most widely used system in Sweden 
with more than 1 000 certified buildings. The rating has three different levels: Gold, Silver and 
Bronze, and is obtained through comprehensive controls of a completed building by a certified, 
third-party inspector, based on sixteen different indicators of energy use, indoor environment 
and materials. For new buildings, an additional verification of the inspection is carried out two 
years after completion.  
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4.4.4& GreenBuilding&
GreenBuilding was developed through an EU initiative ongoing between 2004 and 2014, that 
was aimed at accelerating energy efficiency in the construction and real estate sector. To obtain 
the GreenBuilding certification, the energy use of a building must be decreased by 25 per cent 
or be equally lower than the requirements for new buildings. Subsequent to the end of the EU 
initiative, the system is managed by the SGBC (2018d) and has remained a strong brand for 
energy saving.   
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5& Empirical&results&
The empirical results are outlined in alignment with the process of issuing green bonds in 
accordance with the GBP. The empirical data presented is based on the interviews and 
supplementary document studies performed during the research process. Wherever no 
respondent has been disclosed as the reference of a specific statement, this indicates that all 
respondents have expressed a unified opinion. Moreover, where only a company name has 
been disclosed, the data has been collected from the specific company’s green bond 
framework or other related document.  

5.1& Initiation&
The process of issuing a green bond is commonly initiated as a means of an on-going dialogue 
regarding available financing options between the issuing company and their bank. When 
Vasakronan issued the first green bond in the Swedish real estate market in 2013, the general 
knowledge of green bonds was basically non-existent. Then, the issuing process was initiated 
by SEB, who approached Vasakronan with the incentive that they knew sustainability following 
their ambitious efforts within the area (Nielsen 2018; Nystedt 2018). The first issuance turned 
out very well, and subsequently the market for green bonds has grown significantly and has 
further attracted interest from an increasingly wider range of both issuers and investors who 
have recognised the appealing financing and investment option. The issuers have mentioned 
the following factors as their main incentives and beneficial aspects of issuing green bonds:  

1. Favourable financing terms and conditions – All issuers have mentioned that they have 
been offered better terms and conditions on their green bonds than their regular corporate 
bonds. This is further mentioned as a consequence of an extensive demand for ‘green’ 
investment options along with scarce supply. 
 
2. Positive signalling effects – Issuing green bonds is perceived as a statement and indication 
of strong sustainability efforts and correspondingly entails favourable signalling effects for the 
issuing companies in terms of their sustainability awareness.  
 
3. Reaching additional and more loyal investors – All issuers have reached an increased range 
of investors when promoting a green bond in comparison to their previous corporate bond 
issuances. Atrium Ljungberg, for example, had 67 per cent new investors when they issued 
their first green bond in 2017 (Lindqvist and Olofsson 2018). The investors are further 
mentioned to be more loyal in their green commitments; hence refinancing has been 
experienced as easier for green bonds than for other bonds.  
 
4. Embodies internal sustainability efforts – Working with green bonds helps broaden the 
sustainable perspective and hence enables a ‘greening’ of the entire company. This is further 
favourable as the sustainability efforts are commonly seen as a prerequisite for future 
profitability. 
 
Numerous benefits from the investors’ perspective have been identified, basing the extensive 
demand for green bonds. Primarily, investing in green bonds implies investments in the most 
solid spectrum of the market; the companies that issue green bonds are generally the ones that 
are the most elaborated in terms of their sustainability efforts and overall strategies. Further 
benefits for the investors have been mentioned in terms of the improved transparency that 
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green bonds entail. Along with the fundamental positive knowledge that the investment is 
aimed for a good cause, financing environmental improvements and efficiencies, the adhering 
impact reporting enables a more thorough understanding of the investment at all stages. Green 
bonds are perceived as a proficient way of acknowledging the climate issue not only as a risk 
but also an opportunity. Correspondingly, investing in green bonds is beneficial both as an 
efficient way of taking the investors’ ESG requirements into account, as well as in creating a 
mainstream that will facilitate the sustainable transition of the financial market. Moreover, the 
green bond investments have shown positive results in terms of at least as good returns as 
other fixed income investments, hence the green bonds create value also for the investors’ 
investors.  

The disadvantages of issuing green bonds are primarily distinguished in terms of the increased 
amount of administration and governance that they require, mainly adhering to the impact 
reporting. However, most of the work is said to be performed anyways within the 
organisations’ general sustainability efforts, including for example building certifications. 
Correspondingly, green bonds entail increased costs predominantly in terms of time than of 
money, and conviction prevails that the benefits significantly exceed the disadvantages.  

5.2& Structure&
Once the issuer has decided to enable issuance of green bonds, they have to establish an 
underlying green bond framework. In Sweden, the common practice is to establish the 
framework in accordance with the GBP. This phase of the process marks the involvement of an 
underwriting investment bank, in which the underwriter has a valuable function in terms of 
possessing comprehensive knowledge of the GBP as well as the investors’ demands. The 
underwriter subsequently serves as an advisor in structuring the framework and finding an 
aim of the green bond proceeds that is mutually aligned with the GBP, the characteristics of 
the issuing company and the investors’ demands. In addition, the framework may be 
structured with regards to the subsequent second opinion that the issuer aims to attain and 
thus the accompanying requirements. Structuring the green bond framework is further 
mentioned to be a trade-off for the issuing companies in terms of trying to tighten the selection 
of eligible projects in order to achieve a strong ‘green’ stamp on the framework, whilst enabling 
sufficient volumes in the subsequent bond issuances.  

According to SEB, who underwrites the largest share of green bonds in the Nordics, green 
bonds are priced equally as other corporate bonds in the same company, as they are currently 
assessed to entail the same risk and return (Nielsen 2018). In the long term, however, it is 
conceivable that green bonds may entail a better pricing considering the current direction of 
the world in the sustainable perspective, thus a sustainable investment could correspond to a 
lower risk. Nielsen (2018) further emphasises that SEB does not intend to compete with pricing 
as it would entail a greenwashing risk. Other banks may do it, though the current differences 
in pricing are mentioned to appear mainly on the secondary market as an effect of demand and 
supply (Nielsen 2018). According to Nasdaq, however, the secondary market for green bonds 
is basically non-existent as no primary investors aspire to sell their holdings (Eliasson 2018).  

 &
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5.2.1& Use&of&Proceeds&
Similar requirements are set for all participating issuers’ use of proceeds, with the exception of 
Vasakronan having set slightly stricter criteria for their eligible green assets, regarding existing 
buildings and new development projects, in their revised framework. Thanks to the real estate 
industry previously having incorporated comprehensive building certification systems, of 
which certain have been commonly accepted, defining eligible projects and assets is 
straightforward within existing buildings and new development, compared to other project 
categories. Real estate companies can therefore easily identify green projects, correspondingly 
increasing the comparability between their respective frameworks (see Table 1 below).  

Table%1.%Overview%of%eligible%green%projects%and%assets%

Company Second Opinion New development Existing buildings 
Atrium 
Ljungberg 

CICERO 
(Medium green) 

BREEAM Very Good or 
Miljöbyggnad Silver 

BREEAM or BREEAM In-
Use Very Good, or 
Miljöbyggnad Silver, or 
Major renovation of property 
leading to 35 per cent 
reduced energy usage 

Fabege Sustainalytics BREEAM-SE, Very Good, or 
Miljöbyggnad Silver 

BREEAM-SE, BREEAM-SE 
In-Use Very Good, or  
Miljöbyggnad Silver 

Vasakronan CICERO  
(Dark green) 

LEED Platinum or BREEAM-
Se Outstanding, and energy 
performance at least 25 per 
cent below current building 
regulations 

LEED Gold and energy 
performance under 100 kWh 
per square meter  

Note.% Data% from% Atrium% Ljungberg% (2017a),% Fabege% (2016),% Vasakronan% (2017a),% CICERO% (2017a,% 2017b),%
Sustainalytics%(2016).%

Most investors do currently not give preference to higher second opinion-rated green bonds, 
however do prefer at least a medium rating to ensure only to hold green bonds that are well 
within the green rating. However, Lindblom (2018) implies that dark green rated frameworks 
should be preferred due to their green impact being clearer and therefore easier to understand 
for the investor, especially for an investor who does not perform internal green evaluations of 
the issuers.  

5.2.2& Process&for&Project&Evaluation&and&Selection&
The selection of eligible assets is managed by a committee consisting of members from the 
treasury and the CSR or sustainability department in the respective companies. In addition, 
Vasakronan and Fabege have clarified that an updated list of all green assets is kept by the 
treasury team and will be used as a tool when determining if there is headroom to issue new 
green bonds, in order to ensure legitimacy in the selection process. The remaining approved 
investment amount is subsequently reported in the annual investor report.  

Furthermore, the GBP recommends the issuer to use an external review for increased 
transparency and credibility. Second opinions, performed by providers such as CICERO and 
Sustainalytics, review the green bond framework, and are hence occurring only when a new 
framework is established, or when an original framework is revised. The second opinion 
process will commence once the framework is definitive, and is alike for all issuers. The issuer 
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delivers the framework and other relevant documents related to their financial and 
sustainability operations to the second opinion provider and a dialogue is initiated, providing 
insight to the issuer about current framework criteria and potential improvements. Once 
necessary clarifications by the issuer have been carried out, the second opinion provider will 
produce a final report presenting the assessment.  

5.3& Governance&
Once the green bond framework is settled and has had an external review, the next phase of 
the process involves approaching investors for the actual bond issuance. This is commonly 
performed through road shows and various investor presentations, in which the green bond 
framework and associated second opinion are promoted. Influential aspects of the promotion 
of the green bond framework involve presenting the eligible projects and how the ‘green’ aspect 
is sustained. Correspondingly, the second opinions are perceived as valuable quality stamps 
from the investors’ perspective in terms of ensuring a form of due diligence on the ‘greenness’. 
The promotion further involves comprehensive information about the issuing company in 
general, in which factors such as credit rating and overall sustainability efforts have been 
mentioned as significantly decisive factors for investors. Consequently, the most convincing 
combination is said to involve a good credit rating along with a solid green bond framework. 

Subsequent to the promotion, the investors decide on whether or not they want to invest, and 
they appear to be unified in terms of the decisive investment criteria. The primary criteria is 
the credit perspective in terms of whether the green bond is well-priced and entails an equal 
risk and return as a non-green corporate bond in the same company, as the investors are 
commonly not allowed to invest green if it requires compromising on the return. However, 
apart from the credit-related factors, the reliance aspect is perceived as the most significant 
criteria in terms of obtaining a fundamental understanding of the issuing company, the 
purpose of the issuance, how the ‘green’ aspect will be sustained and subsequently how it will 
be reported.  

The main hazard from the investors’ perspective is distinguished as the risk of the bond not 
being as ‘green’ as pronounced, which consequently entails a lot of efforts to be able to perform 
a valid internal assessment.  The issuer-investor relation and correspondingly the entire 
market thus relies heavily on maintaining reliance for green bonds as a financial product. This 
is perceived to accompany the importance of transparency that, along with the absence of 
standardisations, bases the significant importance of the issuer providing sufficient 
information regarding the planned governance and impact reporting related to the green bond 
proceeds.  

5.3.1& Management&of&Proceeds&
The frameworks of Atrium Ljungberg, Fabege and Vasakronan suggest similar methods to 
manage the green bond proceeds; an amount equal to the net proceeds of the issue of the green 
bonds will be credited to one (or more) special accounts(s). These sometimes-called ‘green 
accounts’ are kept separated from other bank accounts to ensure and enable strong monitoring 
and tracking of the green bond net proceeds. Furthermore, all frameworks state that a transfer 
from the green account will be authorised when the green assets exceed the nominal amount 
of outstanding green bonds. Once the company’s green bond committee has approved a project 
as an eligible green asset, the equivalent amount of proceeds is authorised to be moved from 
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the green account and used in the daily operations. Atrium Ljungberg further on specify that 
this procedure will occur at the end of each fiscal quarter.  

All frameworks allow for not yet allocated proceeds to be temporarily held in cash, cash 
equivalents or short-term, liquid holdings according to current investment policies and shall 
be disclosed in the annual impact report. Thus far, none of the issuers have reported any 
retaining funds in the ‘green accounts’ due to most projects having initially been equity 
financed, and later on refinanced by green bonds. Hence, the investment is first made and 
subsequently a green bond is issued with the certain project(s) in mind, to ensure that all 
proceeds can be used immediately and not get ‘trapped’ on the separate account.  

5.3.2& Impact&Reporting&
According to the GBP, an annual impact report is recommended to be made publicly available 
and moreover be audited by an external auditor. Depending on the issuer’s business and ability 
to assess its own environmental impact, reporting can vary greatly. The impact reports of 
Atrium Ljungberg, Fabege and Vasakronan include a list of all eligible assets which have been 
financed with green bonds, along with a summary of the respective issuers’ green bond 
developments, such as outstanding green bond amounts and total allocated proceeds. All 
issuers have reported on reduced energy use in terms of kWh per square meter and carbon 
footprint for each building respectively. Vasakronan and Atrium Ljungberg have published a 
list of selected project examples, while Fabege have disclosed key figures for all green assets. 
Vasakronan have further reported on water intensity and waste data per building, while Fabege 
includes each building’s certification level, share of renewable energy and share of green leases 
in their list. Atrium Ljungberg is the only issuer who also reports total investment and allocated 
proceeds to each project respectively.  

Lind (2018) notices discrepancies in investor demands, where some wish to receive detailed 
information about allocation and management of proceeds and others do not. However, this 
has started to loosen up. Berggren (2018) moreover suggests that reporting is a matter of 
communicative competence, a process well developed at Kommuninvest who have by their 
position paper Nordic Public Sector Issuers published in 2017 taken the lead within impact 
reporting. A report also Lindahl (2018) commends as a forerunner; standardisation is coming 
and thanks to predecessors such as Kommuninvest, ‘best practice’ will be found.  

The annual report currently includes as much as the investors can manage while investing in a 
wide range of green bonds from numerous issuers. In the impact report, investors are 
interested in tangible figures for what environmental effects each investment has contributed 
to even though this currently varies among issuers. Foremost, carbon footprint and energy 
performance is of interest, which the investors also aim to include in their own sustainability 
reports. However, the market is not developed enough, and reporting environmental effects on 
portfolio level is not quite possible yet. Before the market is harmonised in reporting, it will be 
more difficult for investors to set requirements regarding what measurable factors should be 
included in the impact report. Reporting must find a homogenous and simplified method; 
however, the market is still too young and common standards are further down the time line. 
(Lindahl 2018; Lindblom 2018; Lööw and Silberg 2018) Furthermore, it should be noted that 
an issuer who mismanages impact reporting will find refinancing problematic and hence, a 
self-regulating element is by default incorporated in the reporting process (Lindblom 2018).  
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5.4& Promotional&measures&
All respondents are unified in the common opinion that the green bond market will, and must, 
continue to grow. Although the market is currently cherished by all stakeholder categories, it 
is perceived as fairly immature and too small to allow for the best possible market conditions 
due to it still being young. Conviction prevails that the market will not improve if it remains 
small and the fundamental promotional measure anticipated for the green bond market is thus 
to facilitate expansion in terms of increased volumes and more market players, creating a solid 
foundation that enables optimised market conditions. However, to allow for increased volumes 
all respondents have accurately emphasised the importance of not over-regulating the market 
in its current growth-phase. The most beneficial way would instead be to let the market itself 
guide the development, and then regulations may come eventually once the market has 
matured. The market is developing quickly, the demand is sky-high and the barrier to issuing 
more is not the incentives but the lack of green assets. Hence, the focus is sought to target how 
to increase the green assets.  

A commonly mentioned disadvantage of the young green bond market and correspondingly a 
desired promotional measure includes the actual definition of what is ‘green’. All respondents 
have confirmed that a more homogeneous view of what is ‘green’ as well as the different shades 
of ‘green’ would be beneficial for the market in terms of facilitating comparability for the 
investors. Linderborg and Molin (2018) and Nielsen (2018) mentions that increased 
standardisation, or harmonisation, and correspondingly increased comparability would 
mitigate the risk of greenwashing by making it easier to see who is truly ‘green’. Linderborg 
and Molin (2018) further suggests that it is desirable that possible standardisation efforts are 
linked to existing measures such as the building certification systems, to avoid extensive 
additional work. Moreover, Lindahl (2018) states that the financial market does not like soft 
values, “it is number crunching”, hence it would be advantageous to enable increasingly 
quantitative comparability. Essential to consider is further that, in the end, the investors are 
the ones deciding whether or not they want to invest, thus Francke Lund (2018) emphasises 
that all efforts made should be aimed at facilitating enlightened investment decisions and 
ensuring that the investors are continuously the drivers of the market and what is determined 
‘green’.  

Governance and impact reporting is the areas within which standardisation measures seem 
the most appropriate to be initiated, within what Kommuninvest has recently taken 
appreciated incentives (Lindahl 2018; Linderborg and Molin 2018; Nystedt 2018). 
Transparency is frequently mentioned as the main pillar for the issuer-investor relation, and 
even though green bonds are the most transparent products on the capital market (Nystedt 
2018), governance and impact reporting is desired to be made increasingly distinct. 
Furthermore, Lindahl (2018) suggests that fintech innovations such as blockchain would be an 
interesting and appreciated measure in improving the transparency of green bonds in terms of 
enabling traceability of the investments. However, Lind (2018) contradicts that the traceability 
is not as prioritised from the issuer-side, but instead standardisation and comparability.  

Moreover, respondents from all stakeholder categories have stated that even though the green 
bond market has grown rapidly since the initiation, the growth has still been too slow seen 
from the wider sustainability perspective, as the green bond market currently only accounts 
for one per cent of the total global bond volumes. All investors have confirmed that capital is 
available, to a significantly greater extent than what corresponds to the current volumes, and 
the problem is rather that there are not enough green investments available. The market has 
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evolved as fast as possible, but to continue to grow there must come initiatives from several 
directions, such as HLEG and additional large market actors act as predecessors in the market 
(Lindahl 2018).  

One major actor that is frequently mentioned as a preferred predecessor is the Swedish 
Government, and all respondents have spoken positively about a possible governmental 
issuance of green bonds. A governmental issuance is believed to promote the market 
significantly in terms of improved transparency by forming ‘best practice’ that could precede 
standardisations (Lindqvist and Olofsson 2018; Nystedt 2018); increased volumes and 
correspondingly increased legitimacy and competition for the investment capital (Linderborg 
and Molin 2018); and additionally good PR for Sweden (Lindblom 2018; Nystedt 2018). What 
contradicts a governmental issuance is that the Swedish Government might not have a current 
funding need (Nielsen 2018), and Eliasson (2018) emphasises the interesting aspect of 
considering whether or not issuances involve ‘cosmetic changes’, i.e. issuing money cohering 
to already existing projects, or if they involve investments in new projects that are actually 
making a difference.  

There is not only one solution to the sustainability issue, and the respondents are unified in 
the opinion that green bonds cannot be the sole. Issuing companies have taken advantage of 
the positive state of the financial market, being in a boom, which implies that one can focus 
actively on sustainability as there are currently no other significant financial concerns (Lindahl 
2018). If the market turns, it is possible that sustainability will no longer be equally prioritised, 
however, the advantage persists that successors can benefit from the substantial learning 
process that has occurred during this boom. Eliasson (2018) believes that the market will grow 
by industries; the real estate industry was the first to crack the code and now others can follow 
by much simpler means. 
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6& Analysis&
The analysis is outlined in three sections based on the three research questions; one section 
regarding the green bond process prior to agreement signing between the issuer and 
investor; one concerning after the agreement signing; and one final discussion about 
establishing investor reliance. The discussion bases the subsequent conclusion in which the 
research questions are answered.  

6.1& Prior&to&agreement&signing&
The fact that green bonds is a fairly new financing and investment alternative whilst 
simultaneously growing incredibly fast has highlighted the significance of reliance for green 
bonds as a financial product. The direction is right, and it is obvious that green bonds are not 
only prominent for the current issuers and investors but also for the sustainable transition of 
the financial market along with the entire global combat of climate change. Accordingly, it is 
important to emphasise that whatever disadvantages and difficulties that are being discussed 
henceforth involves investor reliance and the risk of greenwashing focused on green bonds as 
an individual financial product, and thus not necessarily from a general sustainability 
perspective. Moreover, the product-aligned focus implies that no assessments or judgements 
are directed towards any individual issuers, investors or other stakeholders that are potentially 
mentioned.  

It is obvious that there are numerous positive incentives related to issuing green bonds. All 
positive incentives consequently give rise to concerns regarding the true purpose of the 
issuances and whether or not these are aligned with the original purpose of the product. 
Undoubtedly, there are a lot of positive aspects related to the attractiveness of issuing green 
bonds, primarily in terms of the stated need for additional issuers and increased volumes. 
However, the more positive incentives, the more the risk of greenwashing increases. As 
potential issuers become aware of the benefits related to a green bond issuance, this implies 
that companies otherwise not intending to issue green may get tempted to ride along with the 
favourable ‘hype’. This, along with there still being vague definitions of what is actually ‘green’, 
may impose that less environmentally friendly companies manage to get involved in the 
market and correspondingly engage in greenwashing. Accordingly, the risk of greenwashing 
could pose a significant threat to the general perception of and reliance in the green bond 
market. Notable is that potential greenwashing engagement accompanies a serious 
reputational risk for the issuing companies. However, it also does for the investors that may or 
may not share the awareness.  

The primary positive incentive mentioned in the empirical results includes the observed 
favourable financing terms and conditions related to issuing green bonds in comparison to 
regular corporate bonds.  Nielsen confirmed previously presented theoretical concepts in 
emphasizing the fact that green bonds possess the same pricing mechanisms, in terms of credit 
risk among other things, as regular corporate bonds. However, as mentioned in the empirical 
results, all issuers have obtained better financing terms for their green bonds than for their 
regular bonds. The explanation for green bonds offering more favourable financing terms is, 
according to the market actors, the exceptionally high demand experienced in the current 
market.  This price divergence could be argued to increase the risk of greenwashing, as the 
rational market actor will, all other things equal, seek the most beneficial financing option. 
Consequently, if this is green bonds, it will be the preferred product among debt issuers. 
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However, previously acknowledged theoretical frameworks have highlighted the relation 
between liquidity and pricing in terms of that a more liquid market will decrease price 
discrepancies and the liquidity premium, suggesting that higher demand for green bonds will 
further down the timeline level out current price irregularities. As previously mentioned in the 
empirical results, Nasdaq stated that the liquidity is currently very low in the Swedish green 
bond market as there are basically no transactions being executed in the secondary market. 
Moreover, the respondents from all stakeholder categories have concluded that generally all 
promotional measures for the green bond market will originate from increasing the market 
volume, which is stated as the main aspiration. Hence, it is possible that the pricing and 
correlated risk of greenwashing may be mitigated along with increased volumes, as it would 
correspondingly improve the liquidity of the market.  

Furthermore, much attention has been called to the incentive related to subsequent positive 
signalling effects of issuing green bonds. This positive aspect does not only concern issuers, 
but also investors that are regarding green bond issuers as “the most solid spectrum of the 
market”; giving issuers yet another incentive to be part of this growing market. This signalling 
effect is highly incorporated with CSR, which as theory conveys is of significant importance for 
companies’ financial performance, thus provides a financial value to the issuers in addition to 
the signalling value. The signalling value is assessed to be particularly strong due to 
sustainability being highly topical, and the fact that it has clearly become a current trend 
further increases product demand. Consequently, it could also entice unsustainable, or less 
sustainable, corporations to issue green bonds solely for the signalling value and capitalise on 
potential information asymmetries, hence give rise to further risk of greenwashing as well as 
adverse selection; increasing investors’ risk.  

Interesting is moreover to consider that this research has contradicted the main negative 
incentives of issuing green bonds that are mentioned in previous research as well as within 
theoretical frameworks. Firstly, negative aspects of green bonds have been mentioned in terms 
of increased costs due to increased administration. However, all market actors insist that the 
additional costs are scarcely noticeable; the benefits are predominant and continued green 
bond issuance will be encouraged. Secondly, previous research stated that issuing or investing 
in green bonds so far has primarily been associated with a signal value, whilst only entailing a 
limited or even negative value in economic terms; which has also been contradicted both in 
terms of decreased financing costs for the issuers and equal or even outperforming returns for 
the investors. Consequently, as negative incentives are diminished, the previously discussed 
positive incentives, and thus the corresponding concerns, are even further highlighted. 
Obviously, all positive incentives do not necessarily entail greenwashing; there has to be 
positive incentives for the market of green bonds to occur, especially as it is a widely 
appreciated product with a generally good purpose. However, the investors and other 
stakeholders should advantageously be aware that there are incentives, like the above-
mentioned, that are decisive enough for companies to pursue issuances. 

As a difficulty within the early stages of the process, all market actors mention the ambiguity 
regarding green projects; which projects should be defined as green and where the line should 
be drawn is continuously debated. The GBP give certain suggestions and act as guidance for 
defining green projects, however, these guidelines are widely defining and aim to be including 
rather than excluding. Therefore the GBP do not give substantial evidence in projects to be 
considered ‘green’ enough to be financed by green bonds. Instead, green bond issuers have 
confided in market forerunners, such as Vasakronan in the real estate industry, to set concrete 
examples of what should be considered ‘green’. The real estate industry has been leading the 
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way in this process much thanks to already having generally accepted building certification 
systems setting standards for green buildings. These certification systems have been practised 
for many years and facilitate for increased transparency towards investors where the green 
buildings are simple to understand in terms of their ‘greenness’. Also, the reputational risk 
regarding green bonds has been mentioned as extremely important. There may be no 
additional financial risk in the product, but an issuer who does not fulfill green requirements 
set up will find future green financing problematic. This would also affect the company’s 
general sustainability image and future business operations. 

6.2& After&agreement&signing&
As soon as the green bond framework is established, comprehensive marketing regarding both 
the framework and the company itself will be initiated, where issuers seek a combination of a 
solid credit rating and substantial green bond framework. As all issuers have acknowledged, 
having a sustainable business is not enough for green bonds and the financial aspect is just as 
important for investors seeking green investment alternatives which will produce equivalent 
returns as other bond investments. In case of green bonds, communication has proven to be 
vital. Disregarding the financial aspects of the bond in terms of e.g. pricing, investors will 
assess the aspect of reliance as the most significant criteria when deciding to invest or not. The 
issuer must create an appreciation regarding the bond’s purpose; what the green bond will 
contribute to and how the ‘green’ aspect will be sustained.  

Thus far, all green bond frameworks have presented a solid investment case in terms of both 
‘greenness’ and financially with high second opinion ratings. Hence, the importance lies not in 
the green bonds’ preparatory work, but the actual outcome after agreement signing. The 
outcome is less regulated by principles and standards such as the GBP and issuers have less 
examples from other market actors, leaving a wider room for interpretation regarding in 
particular impact reporting, which has proven to be a matter of communicative competence 
and the issuer’s level of transparency. Theory has concluded that transparency generally 
concerns the level of information accessible where a high level of transparency implies 
openness, communication and accountability. The communication of a company’s governance 
is hence a key component for sustaining the relation to its investors and other stakeholders, as 
well as maintaining and improving its reputation. Theory further concludes bad governance 
then again can damage a company’s reputation and consequently its financial state. By 
maintaining a high level of transparency by clear and simple communication concerning the 
outcome of the issuer’s green bond, the company would hence increase reliance regarding its 
sustainability efforts and green bonds.  

In terms of management of proceeds, the GBP recommend green bond net proceeds to be 
administered separate from other finances by being credited to a separate account or tracked 
in another suitable way. This should be executed in order to fulfil the highest possible level of 
trust in term of the proceeds being used for exclusively green projects. All proceed movements 
should additionally be documented for further transparency. Interviews conducted have 
shown that net proceeds when first raised have been credited to a separate account, often called 
‘green account’. However, once it has been confirmed that the company’s green assets exceed 
the net proceeds, the proceeds have been consolidated with all other operations within the 
business, thus decreasing transparency for the green bond and limiting possible tracking of its 
net proceeds. Consequently, this procedure could be argued to increase the risk of 
greenwashing and possibly endanger the reliance built-up for the product itself. It should 



 

% % 33 

further be questioned if a green bond where the net proceeds not at all times kept are separate 
from all other operations is a legitimate green bond. In this respect, too, transparency will 
decrease and put the product’s reliance in jeopardy where proceed tracking is completely 
excluded and gives investors no option to ensure their investment is indeed used to finance 
green projects. The major risk of greenwashing by using the product is here exposed, where 
cosmetic changes to a company’s balance sheet could entail no actual change to its 
environmental efforts, yet capturing the signalling effect so well-associated with green bonds.  

Thus far, no greenwashing event has been brought to light, regarding issuance of green bonds. 
Potentially this is a result of the product still being fairly new and unknown to the market. The 
effort for establishing a framework and committing to annual reporting is considered 
miniscule for climate-dedicated companies with already established environmental 
operations, while for unsustainable companies the effort required is extensive and hence might 
be considered not worth it. There are still too many aspects that require individual clarification 
for each issuer that are time-consuming and call for internal sustainability ambitions to be 
elaborated and accepted within the organisation to further be externally communicated. 
Companies that thus far have issued green bonds are companies with internally accepted 
sustainability strategies, working with their climate footprint long before green bonds were a 
financing option. Therefore, there is no doubt these companies are sustainable, however 
current management of proceeds has proven to lack full transparency and issuers should be 
wary of the threat this poses to green bonds as a financial product and its reliance.  

Furthermore, regarding impact reporting, the GBP recommend issuers to annually disclose the 
green bonds’ environmental impact and use of proceeds, including a list of projects financed, 
a brief description of these and to which amount they have been financed. For utmost 
transparency, the annual impact report shall be publicly available and audited by an external 
auditor. However, certain discrepancies and limitations have been identified regarding impact 
reporting, which has been miscellaneous, and hence decreasing comparability of climate 
impact for various green bonds. The market has proven to still be too immature to find 
homogeneous methods in reporting, especially over several industries. Even within the real 
estate sector, which has been a forerunner for green bonds, simplified and commonly accepted 
methods are still unaccounted for. The demand for more detailed reporting must come from 
investors, however, at this time setting strict requirements is not possible due to prerequisites 
not yet being set and measurement procedures inadequate. This is a matter of both competence 
and capacity; most issuer lack extensive sustainability departments responsible for continually 
measuring climate impact and most investors lack time and resources to process impact 
reports from all green bond holdings. Within the real estate sector, certain unified steps have 
been taken in certain key figures to be reported however, reports still vary immensely, 
especially the distribution to each green project is rarely declared.   

Market actors do not consider current ambiguities in impact reporting to be troubling, and 
rather encourage the market to find its way in time once it is mature enough and ready for 
further steps towards harmonisation, with the approach to ‘not fix what is not broken’. An 
attitude that may seem acceptable today with extremely few actors, where all are issuers are 
considered with no doubt to making solid sustainability efforts. However, troubles further 
down the timeline could occur with unsustainable companies capitalising on ambiguities in 
impact reporting and lenient requirements from investors. The market approach suggests 
requirements will not be stricter until current methods are untenable; perhaps once a possible 
greenwashing scandal eventually is exposed. Hence, current market practice allows for lenient 
reporting and management of proceeds with little additional efforts regarding sustainability 
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operations and green assets, other than identifying these projects. If the green bond proceeds 
are not managed differently than other finances, it could be argued that the initial purpose of 
green bonds as a financial product falls, even though the issuing company itself is ‘green’. In 
these cases, the question remains; what is actually the difference between a green bond and a 
regular corporate bond issued by a green company? 

6.3& Establishing&investor&reliance&
The significance of investor reliance is clearly underlying the desired expansion of the green 
bond market. As Francke-Lund emphasised: “in the end, the investors are the ones deciding 
whether or not they want to invest”, hence the investors and their willingness to invest are the 
drivers of the market. As mentioned in the empirical results, the investors perceive the risk of 
the bond not being as ‘green’ as pronounced to be the main hazard when investing in green 
bonds. Consequently, information asymmetry is a threat to investor reliance and the entire 
investor-issuer relation. In terms of the risk of the true ‘greenness’, this research has presented 
that the investors perceive transparency to be the key to establish investor reliance; which is 
further anchored by the theoretical frameworks. The market signalling theory, presented by 
Spence, suggests that higher levels of transparency will reduce information asymmetries 
between the corporation and its investors, thus mitigating risk and enabling more efficient 
market structures. Market signalling makes sure product quality is observable in terms of both 
the company and the green project(s) itself, and thus to a large extent eliminating adverse 
selection. This signalling effect is also noted for green bond investors, who much easier can 
communicate their sustainable investments towards their stakeholders and subsequently 
increasing demand for the product. The increased demand will be the key for green bonds’ 
further development as “social investors are shaping tomorrow’s world by investing 
responsibly”.  

To enable for increased market volumes, clarity is required in terms of what is actually ‘green’ 
along with the different shades of ‘green’. This research has shown that even though the market 
has grown rapidly, the growth is not sufficient enough for the sustainable transition of the 
financial market, nor to have yet enabled efficient green bond market structures. This could 
possibly be a consequence of the above-mentioned fact that issuers are insecure regarding the 
true ‘greenness’ and thus are only investing in bonds that are considered ‘medium green’ to 
‘dark green’, i.e. bonds intended for projects that are believed to ensure a ‘safety margin’ for 
the investors in terms of the ‘green’ stamp. However, to enable for sufficient increase in market 
volumes, the market structures must be efficient enough to allow for investors to rely on 
investing in less ‘green’ bonds as well as green bonds in companies whose operations are 
generally considered as ‘brown’ or ‘non-green’. A clearer distinction, not only of what is ‘green’ 
but also the different shades of ‘green’, could probably facilitate the comparability for investors 
hence strengthen their reliance for the product. This would further be advantageous from the 
wider sustainability perspective, as one could consider whether the true change is actually 
made from investing in the already ‘green’ companies or in the ‘brown’ companies that are 
successively aiming to transform into more sustainable operations.  

Previous research within sustainable financing have stated that market concerns regarding the 
true ‘greenness’ of investments has been acknowledged, and promotional measures for 
example in terms of fintech are being examined. Within the absolute research forefront, 
possible applications of blockchain technology is frequently being mentioned as a cost-efficient 
tool for companies and investors in the financial markets to e.g. “ensure sustainability claims 
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and the ‘greenness’ of investments”. This research has stated that these initiatives are highly 
appreciated from the investors’ perspective, however, the enthusiasm does not seem to be 
shared by the issuers. For green bonds, blockchain technology could decidedly entail an 
advantageous traceability of proceeds that is not currently available, which could imply that 
investors would have a safe and transparent way of tracing their investments, and thus the 
investor reliance would be improved. Perchance the fintech innovations and possible 
applications have to become more concrete for the issuers to thoroughly understand what it is 
and what positive effects it can bring; the measures are indeed based on complex technology. 
Or, conversely; perchance the issuers are exactly aware of what blockchain is and what it could 
convey, and that is why they are not as enthusiastic as the investors? 

Moreover, it has been stated that strong predecessors are required in order to increase the 
transparency in an aspired manner. This is mentioned both in terms of issuers, investors and 
other organisations such as HLEG. A desired issuer and predecessor has frequently been 
mentioned as the Swedish Government, however, a possible governmental issuance has 
further given rise to an interesting discussion regarding ‘cosmetic changes’. Green bond 
proceeds are, according to the GBP, allowed to be used for existing buildings and not only new 
development. However, in case the Swedish Government has no significant funding need and 
the potential green bonds proceeds are used to finance only existing ‘green’ projects; will it 
really make a difference? Or, could it instead further highlight that the positive incentives of 
favourable financing terms and strong signalling effects are completely decisive? Obviously, 
this would be good for Sweden. However, whilst focusing on the original purpose of green 
bonds as a financial product, an interesting question arises in terms of whether or not the 
issuers are actually making a difference or simply making a statement? 
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7& Conclusion&
Green bonds are commonly initiated through an on-going financing dialogue between the 
issuing company and their bank. It is obvious that there are numerous positive incentives 
related to issuing green bonds; heavily predominating the negative. The main positive 
incentives include favourable financing terms and conditions; positive signalling effects; 
reaching additional and more loyal investors; and embodying internal sustainability efforts. 
The common practice in the Swedish real estate market is to structure the green bond 
frameworks in accordance with the GBP. Once the green bond framework is established, it is 
reviewed by a second opinion-company, and subsequently promoted to potential investors.  

Thus far, all green bond frameworks have presented solid investment cases both in financial 
terms as well as in terms of the ‘greenness’, with high second opinion ratings. Hence, the 
importance lies in the outcome after the agreement signing and not in the preparatory work. 
The outcome after agreement signing between issuers and investors is less regulated by 
principles and standards, and in addition lacks a wider range of forerunners, and large 
variations in green bond governance between current issuers are observed. Consequently, the 
communication of an issuing company’s governance is a mentioned as the key component to 
sustaining the relation to its investors and other stakeholders. 

The fact that green bonds is a fairly new financing and investment alternative whilst 
simultaneously growing incredibly fast has highlighted the significance of reliance for green 
bonds as a financial product. The investors currently possess a generally strong reliance in the 
green bond market, highly dependent on the fact that what is still perceived as unclear is 
believed to improve as the market grows. However, to enable for increased market volumes, 
clarity is required in terms of what is actually ‘green’ along with the different shades of ‘green’. 
The market structures must be efficient enough to allow for investors to rely on investing in 
less ‘green’ bonds as well as green bonds in ‘brown’ companies. A clearer distinction would 
facilitate the comparability for the investors and hence strengthen their reliance for the 
product. 

The main hazard from the investors’ perspective is distinguished as the risk of the bond not 
being as ‘green’ as pronounced. The predominant positive incentives give rise to concerns 
regarding the true purpose of the green bond issuances and whether or not these are aligned 
with the initial purpose of the product. The more positive incentives, the more the risk of 
greenwashing increases. If green bonds are not governed differently compared to other bonds, 
the initial purpose of the product falls. In these cases, there is technically no difference between 
a green bond and a regular corporate bond issued by a green company. There is no doubt that 
the direction is right and that green bonds enable for the financial market to transition towards 
a sustainable market. Obviously, all positive incentives do not necessarily entail greenwashing, 
and the observed risk factors are expected to be mitigated once the market has matured and 
volumes increased. However, the issuers must be transparent and the investors must be aware 
of the potential risk factors in order to establish investor reliance in green bonds as a financial 
product. 
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8& Suggestions&for&further&research&
Researching the area of sustainable finance in terms of green bonds have inspired several 
additional questions that would be interesting for further research. Firstly, this research has 
clearly stated that green bonds are a significant measure in the sustainable transition of the 
financial market, however, it cannot be the sole solution. The real estate sector, which this 
research has been delimited to, has taken an influential role as a predecessor, however, to 
enable the required transition other industries have to follow. Consequently, as real estate is 
considered fairly easy in terms of green assets due to the current occurrence of measures such 
as green building certification systems, it would be interesting to research the establishment 
of green bonds within another industry.  

Another interesting aspect includes the credit risk assessment of green bonds compared to 
regular corporate bonds. The credit risk is currently assessed as equal for green bonds and 
corporate bonds originating from the same issuing company, however, it has been mentioned 
in this research that it is conceivable that green bonds may entail a lower risk considering the 
fact that the world is directed towards a more sustainable future. Consequently, it would be 
interesting the research the credit risk assessment process further, in a long-term perspective.  

Finally, as this research has stated a positive perception of a possible issuance of green bonds 
by the Swedish Government, it would be interesting to compare whether or not the general 
transparency and investor reliance in green bonds is experienced differently in a country where 
the government has already issued a green bond.  
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