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Certificate in Environmental Social and Governance

Green Finance and Investment

Green Finance and Investment Key Terms and Vocabulary

Green Finance and Investment refer to financial activities that aim to support environmentally sustainable
projects and companies, contributing to the transition to a low-carbon, resource-efficient, and socially
inclusive economy. This course, Certificate in Environmental Social and Governance, explores key concepts,
terms, and practices in Green Finance and Investment to equip learners with the knowledge and skills
needed to navigate this rapidly evolving field.

Environmental, Social, and Governance (ESG) Factors

Environmental, Social, and Governance (ESG) factors are key criteria used to evaluate the sustainability and
ethical impact of an investment in a company or business. These factors help investors assess the non-
financial performance of an entity, including its environmental impact, social responsibility, and governance
practices. Integrating ESG factors into investment decisions can help investors mitigate risks, enhance long-
term returns, and promote sustainable development.

Climate Change

Climate change refers to long-term changes in the Earth's climate, including rising global temperatures,
sea-level rise, and extreme weather events such as hurricanes, droughts, and heatwaves. Green Finance and
Investment play a crucial role in addressing climate change by financing renewable energy projects, energy-
efficient technologies, and sustainability initiatives that reduce greenhouse gas emissions and promote
climate resilience.

Renewable Energy

Renewable energy sources, such as solar, wind, hydro, and geothermal power, are environmentally friendly
alternatives to fossil fuels that generate electricity without producing greenhouse gas emissions. Investing
in renewable energy projects is a key component of Green Finance and Investment, as it helps reduce
reliance on fossil fuels, mitigate climate change, and promote sustainable energy production.

Sustainable Development Goals (SDGs)

The Sustainable Development Goals (SDGs) are a set of 17 global goals adopted by the United Nations in
2015 to address social, economic, and environmental challenges and achieve a more sustainable future for
all. Green Finance and Investment play a critical role in advancing the SDGs by mobilizing capital towards
projects and initiatives that promote clean energy, sustainable infrastructure, climate action, and social
equity.

Carbon Footprint
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A carbon footprint is the total amount of greenhouse gas emissions, primarily carbon dioxide, produced
directly or indirectly by an individual, organization, product, or activity. Green Finance and Investment focus
on reducing carbon footprints by financing projects that lower emissions, improve energy efficiency, and
promote sustainable practices to combat climate change and environmental degradation.

Socially Responsible Investing (SRI)

Socially Responsible Investing (SRI) is an investment approach that considers both financial returns and
ethical or social considerations. SRI aims to generate positive social or environmental impact alongside
financial gains by investing in companies that adhere to ethical standards, promote social justice, respect
human rights, and demonstrate responsible business practices.

Sustainable Finance

Sustainable finance refers to financial services and products that integrate environmental, social, and
governance (ESG) criteria into investment decisions and risk management processes. Sustainable finance
encompasses a wide range of activities, including green bonds, impact investing, ESG integration, and
sustainable banking, aimed at promoting sustainable development and responsible investing practices.

Green Bonds

Green bonds are fixed-income securities issued to finance environmentally sustainable projects, such as
renewable energy, energy efficiency, clean transportation, and sustainable infrastructure. Green bonds
provide investors with an opportunity to support green initiatives while earning a financial return,
contributing to the growth of the green finance market and the transition to a low-carbon economy.

Impact Investing

Impact investing involves making investments in companies, organizations, or funds with the intention of
generating positive social or environmental impact alongside financial returns. Impact investors seek to
address pressing social and environmental challenges, such as poverty alleviation, education, healthcare,
and climate change, by deploying capital towards sustainable and scalable solutions that deliver measurable
outcomes.

Carbon Pricing

Carbon pricing is a policy mechanism that puts a price on carbon emissions to incentivize businesses and
individuals to reduce their greenhouse gas emissions. Carbon pricing can take the form of carbon taxes or
cap-and-trade systems, which create financial incentives for companies to invest in cleaner technologies,
reduce emissions, and transition to a low-carbon economy in line with climate goals.

Divestment

Divestment refers to the process of selling off investments in companies or industries that are deemed
socially or environmentally harmful, such as fossil fuels, tobacco, or weapons. Divestment is a strategy
employed by investors, including universities, pension funds, and sovereign wealth funds, to align their
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portfolios with sustainability goals, reduce exposure to carbon-intensive assets, and drive positive change in
corporate behavior.

Circular Economy

The circular economy is a regenerative economic model that aims to minimize waste, maximize resource
efficiency, and promote the reuse, repair, and recycling of products and materials. Green Finance and
Investment support the transition to a circular economy by financing innovative business models,
sustainable supply chains, and circular initiatives that reduce environmental impact, conserve resources, and
create value through closed-loop systems.

Measuring Impact

Measuring impact involves assessing the social, environmental, and financial outcomes of investments to
evaluate their effectiveness in achieving sustainability goals. Impact measurement tools and frameworks,
such as the UN Sustainable Development Goals (SDGs), Environmental Return on Investment (EROI), and
Social Return on Investment (SROI), help investors track and report on the impact of their investments,
communicate performance to stakeholders, and drive continuous improvement in sustainable finance
practices.

Challenges and Opportunities

While Green Finance and Investment present significant opportunities to drive positive change and promote
sustainable development, they also face various challenges, including regulatory uncertainties, market
volatility, data availability, and stakeholder engagement. Overcoming these challenges requires
collaboration among investors, policymakers, businesses, and civil society to create a conducive
environment for green finance, enhance transparency and disclosure, and mobilize capital towards
sustainable investments that deliver long-term value for society and the planet.
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