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(1) ESG Investment
Environmental, Social, Governance
(2) Green bond
(3) Green Central Bank
(4) Environmental consciousness       

Reputation
(5) ESG Investment and Stock Price
(6) Green projects

The way to bring private sector finance
(i) Large scale projects
(ii) Hometown Investment Trust Funds
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SDG Investments:  17 Goals  (UN)
Sustainable Development Goals
Millennium Development Goals

ESG: Environment, Social and Governance
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The evaluation methodologies and criteria for 
ESG scores vary from one evaluating organization 
to another.
(1) some agency uses its own criteria to evaluate a company's ESG 
efforts, 
(2) some agency assign a score based on the degree of disclosure, 
(3) some agency uses a score based on whether or not the 
company has an ESG policy, 
(4) some agency uses a score based on actual ESG activities such 
as carbon dioxide reduction by judging from performance, and so 
on. 
It raises issues whether ESG scores actually reflect ESG activities
and outcomes by companies (Chatterji et al. 2009, Drempetic et al. 
2019).
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Current ESG investment distorts asset allocation

1, Traditional asset allocation : 

two parameter approach

(i) Rate of return (R), (ii) Risks (σ2)

2, ESG component is added for the asset allocation

(iii)  ESG (or GEEN)     multi-factor model

Reputation,  Image of the company, Credit rating
3, ESG criteria is different from one consulting company 
to another

4, Each Investor changes its’ asset allocation based on 
specific criteria of ESG provided by consultant
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Two Parameter Approach: Markovitz  and  Sharpe
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◼ The allocation of assets between A and B changes which ESG rating agencies’ ESG 
score is used for the portfolio allocation. 

◼ The higher ESG score value is the higher α, and thus the higher the investment 
allocation. For example, since  Rating agency (2) is the highest ESG score for Company 
A, investors following this rating will have the highest allocation to Company A. 

◼On the other hand, Rating agency (3) is lower for Company A than for Company B, 
resulting in a smaller investment allocation. 

◼ If we do not take into account the ESG score, the investment allocation to Company A 
is 0.57

Empirical Analysis of Asset Allocation including ESG scores



Optimal portfolio allocation can be 
achieved by taxing wastes

1, By taxing wastes such as CO2, NOX, Plastics etc. by 
identical international tax rate, the investors can only 
look for “rate of return” and “risks” as they were 
conventionally focused on.

2, International taxation will lead to optimal asset 
allocation and achieve sustainable growth
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Satellite Photo can monitor CO2 exposures,
solar power panels, size of Green area etc.
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International Capital Market
Association
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Green bond issues in Nordic Countries, Example
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Green Banking
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Green Central Bank
Gold

Money Supply
SDR

Green Bond

Ordinary Bond
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ESG and Stock Price :  Relations
 

 
Note: Only stocks covered by each ESG rating agency are aggregated. The estimation period is the first quarter of 2020 

(December 30, 2019 to March 31, 2020). 

Source: Authors' calculations from Bloomberg data. 

Figure 6: ESG score (high-medium-low quintile) and stock returns (first quarter of 2020) 
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ESG investment and Stock Price



Sector

Baseline estimates

Investment 
Needs

Annual 
average

% share to 
total

Power 11689 779 51.8

Transport 7796 520 34.6

Telecommunications 2279 152 10.1

Water and Sanitation 787 52 3.5

Total 22551 1503 100

Infrastructure Investment Needs by Sector, 2016-2030
($ billion in 2015 prices)

Source: Meeting Asia’s Infrastructure Needs, ADB (2017)



Energy Sources



Green energy projects categorized into two groups based on scale:

A) large projects, such as Hydro-power:

B) Community type green energy project 

(Hometown Crowd Funds)

Large projects can be financed by i) insurance  and pension funds, that have 

long-term Financing.
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Hydropower plant

15/12/2021

Bank loans are not so much suitable for 
these project, because energy projects are 
long-term (10-20 years),
However bank deposits are short to medium-
term      (1-5 years).
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Realizing The 

Potential of 

Public Private 

Partnerships 

to Advance 

Asia’s 

Infrastructure 

Development

Akash Deep

Jungwook

Kim
Minsoo Lee

ADB (2019)
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Injection of Increased tax revenues from the spillover

effect into energy projects in order to increase the rate of

return for private investors

Spillover effects of electricity supply

Non-affected 

region

Non-affected 

region

Spillover Effect and increase of sales 

& property tax revenue

Source: Yoshino and Taghizadeh-Hesary (2017)
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Various Private Financial Investors in Asia
1, Banks  --- Safer projects

Brown field (infrastructure)
Invest into operation period
Securitization after certain period of time
Privatized projects by the government

2, Insurance and Pension funds
Long term projects (10 years –20- 30 years)

3, Revenue Bonds (floating interest rate)
uncertain income streams

4, Equity Investments
Construction period and Green fields
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Possible Solutions

by use of community funds

For Risky businesses

Hometown Investment Trust Funds

-----------------------------------

A Stable Way to Supply Risk Capital 

Yoshino, Naoyuki; Kaji Sahoko (Eds.), 2013,

15/12/2021



Financing Scheme for Renewable Energy Projects 
Using HITs and Injecting Carbon Tax

HIT = Hometown Investment Trust Fund.

Source: Authors.

3815/12/2021

50% of Spillover 

Tax revenues



Solar Power projects in Japan

3915/12/2021



Spillover Effect of 
Community Based Hydro Power

Housing

School

Small Business
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Structure of Wind Power Fund

249 people participated (donation and investment)

Total cost of one wind power = 2 million US $

5% extra price is charged = (1+0.05)X PE

People should reduce Energy consumption by 5%

4115/12/2021

so that total energy costs remain the same
<Bank Loans to environmental projects>

Revenue : sales price

of electric power supply 

cannot set the price 

based on MC 

(Price=MC)



Bank Loans
Depositsቊ

transaction account
savings account

Capital
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Not Necessarily High Rate of Return

Investors ＴRＵＳＴ
Success

Failure

Positive return

No return
Social 
Contribution

Success Case: High Rate of Return

Investors TRUST Success positive rate of 
return
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