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Following the Paris
Climate Agreement,
Bangladesh has
been aligning

its fiscal and
monetary policies
with the goals

of sustainable
development.
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Bangladesh has not been shying
away from this green policy response.
Bangladesh Bank is implementing a
refinancing scheme with a fund of Tk
4 billion to support environmentally
friendly products, projects, and initiatives.
Under this scheme, customers can
access loans at an interest rate of up to 3
percent for government-priority sectors
like solar irrigation. The loan tenure
ranges from 3 to 10 years, facilitating
long-term investments in sustainable
technologies. Support from banks and
financial institutions has led to the
installation of numerous solar-powered
irrigation pumps across the country,
particularly in deltaic char lands. These
pumps provide reliable and cost-effective
irrigation solutions for farmers, reducing
operational costs and minimising
environmental  pollution  associated
with diesel pumps. Additionally, rooftop
solar energy production and distribution
have been flourishing following the
introduction of the net-metering policy,
which could be further improved with
additional incentives for green energy
producers.
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Bangladesh Bank’s refinancing
schemes have facilitated investments
in renewable energy, energy-efficient
technologies, and sustainable industrial
practices, contributing to a reduction
in greenhouse gas emissions and
environmental pollution. Funds like the
GTF have enabled export-oriented sectors,
such as textiles and leather, to adopt eco-
friendly technologies, enhancing their
competitiveness in global markets that
increasingly value sustainability. The
availability of refinancing has supported
the development of infrastructure and
capacity necessary for climate resilience,
including waste management systems
and energy-eflicient machinery. However,
despite the availability of funds, challenges
remain. For example, utilisation rates
have been suboptimal due to factors such
as a lack of awareness, stringent loan
conditions, and limited technical expertise
among potential borrowers. Increasing
awareness and  understanding  of
sustainability issues among entrepreneurs
and financial institutions is crucial to
maximising their impact.

Bangladesh Bank recently issued
a  comprehensive  guideline  titled
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“Guideline on Sustainability and Climate-
related Financial Disclosure for Banks
and Finance Companies,” effective
from December 26, 2023. This initiative
mandates that all scheduled banks and
financial institutions in Bangladesh
disclose their sustainability and climate
related financial information, including
their carbon footprint. The key aspects
of the guideline include the disclosure
of information about sustainability
and climate risks, including climate
footprints and opportunities, in line
with International Reporting Standards
(IFRS S1 and S2). Additionally, a limited
supervisory report is required by
December 2024, limited disclosures must
be included in annual reports in 2025
and 2026, and full disclosures must be
made by the end of 2027. Sustainability
and climate-related disclosures must
be made semi-annually. This move

aligns Bangladesh’s financial sector
with global standards, supporting the
transition to a sustainable economy and
aiding stakeholders in making informed
decisions regarding resource allocation.
The pioneering role of Bangladesh
Bank has provided a strong foundation
for the proliferation of green finance
in the country (see UNEP’s Inquiry on
Designing Sustainable Finance and its
subsequent case studies). Banks and NBFIs
in the country have been commendably

SEGMENT 4

ANNIVERSARY SUPPLEMENTS 2025
DHAKA WEDNESDAY FEBRUARY 26, 2025

FALGUN 13, 1431 BS

9

responsive to these pioneering policy
initiatives.

As green finance activities in the
country mature beyond their early stages,
stakeholders must focus on emerging
challenges to bolster green growth.
Bangladesh must develop its own tailored
solutions, particularly given its resource
constraints. Fossil fuel-exporting
countries can afford to leverage revenues
from fuel exports and public savings to
facilitate climate investment. Wealthier
economies that rely on fossil fuel imports
have the option to develop their capital
markets to bolster green investment
capabilities. However, neither of these
options suits Bangladesh. Excessive
debt issuance could crowd out private
investment in Bangladesh. Instead, the
country should focus on mitigating
risks within its financial system, thereby
creating a more conducive environment
for green growth.

Policymakers and stakeholders must
develop a green finance roadmap with
short-term, medium-term, and long-
term milestones. In the short term,
policymakers should prioritise a better
understanding and measurement of
climate-related risks. This includes
implementing methodologies for
quantifying and reporting such risks,
promoting their transparent disclosure by
financial institutions, and strengthening
frameworks for forecasting and analysis.

Over the medium term, they can
support green finance through incentives
and market mechanisms, phasing out
energy subsidies, and introducing new
tools and markets (such as carbon
pricing  frameworks) to stimulate
investment in green technologies. In the
long term, significant collaboration is
needed between the public and private
sectors, involving international financial
institutions, multilateral development
banks, sovereign wealth funds, and state
owned entities, to bridge the financing
gap for climate investment needs. To
achieve this, generating and managing
well-planned data on green finance—
aligned with international standards—
must be prioritised to attract global
investment in Bangladesh’s thriving
green economy.
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