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PIFD Work & Strategic Framework for 
Climate Finance 

Our work in CF is guided by the 
Bank’s climate financing target of 40% 
of all the portfolio, and goal of 
transition to green growth. Currently, 
the non-climate finance currently 
stands at 72%.  

 



Guiding Principles 

 Crowding-In Private Sector Funds and Business Activity  

 

 The AfDB policy on investment to the private sector requires that 
such investments be for the purpose of market creation and 
stimulation, and therefore should not crowd out private sector 
capital and activities.  

All our climate finance investments, and associated actions 
such as technical assistance, and or advisory activities be 
geared towards creating and catalyzing an ecosystem that 
incentivizes market mechanisms by private sector actors.   

The specific types of financial instruments deployed must also 
make a difference in the role of crowding-in private sector 
resources. 



Four Pillars of Climate Finance Strategy 

 

 

                                     Schematic Illustration of the Four Pillars of Climate Finance Strategy 

 

Country-Led Development Processes (Nationally Determined 
Contributions(NDCs) 

 - Pro-Growth & Need-based Financing 

 - Balancing Mitigation, Adaptation and Resilience 
activities 

  - Integration of Climate into Sectoral 
Activities 

Mobilizing Concessional and Innovative Financing 

 - Mainstreaming Climate Actions in Financial Sector  

Nationally and regionally 

 - Identifying the main channels for mobilizing climate 
finance (Climate Investment Funds) 

- Deploying financial instruments directly linked to reducing 
barriers to private investments 

Collaboration/Partbnerships targeting: 

 - Co-Value Creation & Co-Value Capturing 

 - Capacity Building & Technical Assistance  

Inclusion Focus – while addressing cross-cutting issues 

- Co-Benefit Focus  

- Identification of High Impact Co-Benefit & Bankable Green 
Projects 

* Gender, Fragility, & Governance  

Climate Finance Strategic 
Framework 



Action Areas 
 

 Action areas in climate finance in the continent are determined 
by the national needs of the RMCs. These needs are captured 
better in the Nationally Determined Contributions (NDC) of the 
RMC.  

 Paying attention to the NDCs and Country Strategy Papers (CSP) 
also signifies the commitment to the development needs of the 
RMC on the one hand, and directing climate finance to sectors 
and activities that ensure co-benefits, thus ensuring optimal 
development impact.  

 

 The sectors that feature prominently are - agriculture, energy, 
transport, forestry, buildings and industry sectors.  

 



Financial Instruments & the Facilitation of 
the Development of Market-based Financing 

Mechanisms  
  Currently loans are the most widely used financial instrument by 

MDBs, thus comprising 81% of MDBs climate finance 
engagements.  

 Other instruments such as equity, line of credit, guarantees in 
various forms, grants, technical assistance and advisory work, and 
policy-based lending remain negligible.   

 However, there is great potential to mobilize finance for climate 
change projects through capital market mechanisms such as green 
bonds, among other financial instruments  

 Instruments used should help to surmount the barriers of lack 
capacity to prepare and implement climate change projects by 
RMC and financial mobilization difficulties. 

 



Instruments – Ctd. 

 Developing standardized and wholesale solutions that may serve to 
reduce transaction costs for private investments.  

 For instance, expanding and standardizing credit enhancements such as risk 
sharing instruments, guarantees, insurance products, blended finance, 
equity, local currency financing, liquidity enhancing facilities to incentivize 
private sector investments in climate-change projects.  

 Blending concessional resources with private capital once viability 
funding gap has been established. It is notable that for most climate-
change projects, there will always be a gap between the social returns 
and private returns due to the positive externalities generated by those 
projects, which unfortunately, the private sector may not be able to 
capture.  

 For instance, an innovative financing mechanism for clean energy 
project can be funded through a mix of public and concessional 
finance, in addition to public subsidies aimed at unlocking private 
market 

 



Conclusion 

 

 Climate change issues have become an integral part of the 
development agenda of green growth, and with it comes increasing 
financing opportunities, and therefore it is pertinent that the 
Financial Sector Development Department be strategically placed to 
play a key role.  

 

 It is expected that the markets, the key actors, the rules of play will 
continue to evolve, and PIFD work is expected to be updated in 
tandem with the changes, both internal and external to the 
department and organization of the Bank. 

 

 


