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no liability of any kind, for any investment an individual or organisation makes, nor for any investment made by third parties on behalf of an individual or organisation, based in whole or in part on any information contained
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India’s sustainable finance market is entering

a definitive phase. Cumulative green, social,
sustainability, and sustainability-linked (GSS+)
issuances surpassed USD60bn at the end of
December 2025, signalling a market that has moved
beyond early adoption and revealing considerable
room for growth. Drawing on insights from 60
investors managing approximately USD26tn in
overall assets under management, out of which
approximately USD12tn is in debt investments, the
survey highlights some key shifts shaping the next
phase of sustainable finance in India.

1. Climate is moving from a risk lens alone to an opportunity
mindset: Climate considerations are increasingly embedded
into investment thinking. Around 75% of the respondents now
view climate as an opportunity, signalling a shift from managing
downside risk alone to identifying future growth areas.

2. New investment frontiers are emerging beyond traditional
green finance: While renewable energy remains the clear leader
as a mature and attractive sector, the next wave of sustainable
finance is poised to extend beyond established green assets.
Investments in electric mobility and sustainable infrastructure
reflect the growing investor interest in the broader transition
economy. Adaptation and resilience are gaining recognition but
require stronger project structures, clearer revenue models, and
risk-sharing mechanisms to become investable at scale.

3. Climate credentials open new doors, credit quality seals
the deals: GSS+ demand is shaped by board-level institutional
mandates of investors defining the eligibility universe and
investment decisions are anchored in credit fundamentals.
Respondents shared that credit quality and commensurate
risk-adjusted returns within the ‘eligibility universe’ remain
fundamental to closing deals.

4. Investor mandates differ; right match unlocks scale:
Investment appetite varies across the market, with the investor
category governing deal size, tenor, and pricing expectations.
Understanding and aligning with investor preferences can
unlock different pools of capital.

5. Deal pipeline visibility and dialogue drive capital
deployment: Early investor engagement is critical to successful
issuance. Building a visible pipeline and initiating dialogue well
before launch helps issuers to understand investor appetite,
align transaction features with demand, and broaden investor
participation.

6. Label credibility matters but without adding complexity:
Respondents preferred labelled debt with independent
certification/second party opinion. This enables alignment with
their investment mandates. However, increasing complexity
across labels can slow adoption. The respondents highlighted
the need for clear definitions aligned with taxonomies and
verification processes that build confidence while balancing
time and cost considerations.

7. Knowledge sharing and capacity building will enhance
institutional readiness: There is uneven awareness, expertise,
and institutional readiness across investor categories with
international investors more equipped with the understanding
of integrating climate considerations in investment screening
than domestic institutions.

8. Climate governance is moving ahead, measurement

of financed emissions still nascent: Investors suggested

that quality disclosures enhance sustainable investment but
reporting expectations need to be designed to support decision-
making and capital allocation.

9. Policy clarity can unlock the next phase of growth:
Respondents highlighted the importance of interoperable
taxonomies, regulatory clarity, and stronger market
infrastructure. Clear policy signals can provide a greater impetus
for private investment and provide stronger project pipelines.

The survey, together with the investor validation roundtable
that followed it, points to a set of strategic priorities and
concrete, time-bound recommendations for policymakers and
regulators, investors, and issuers - the three most consequential
stakeholder groups to determine the shape and size of India’s
sustainable finance market.
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Strategic priorities and
recommendations for action

a. For policymakers and regulators

« Publish a science-based, internationally interoperable
national climate finance taxonomy. Taxonomy development
and publication is a priority policy measure. It will help to
specify eligible assets for investment mandates, reduce due
diligence cost through comparability, and anchor certification
and verification markets that provide a stamp of integrity.
Many emerging economies such as Indonesia, Chile, Malaysia,
Brazil, and China have demonstrated that interoperable
taxonomy deployment accelerates both issuance volume and
investor participation.

Explore regulatory guidance on minimum climate allocation
thresholds of 3-5% of debt assets under management (AUM)
for Insurance Regulatory and Development Authority of India
(IRDAI), Pension Fund Regulatory and Development Authority
(PFRDA) regulated entities and Employees Provident Fund
Organisation (EPFO). Even a modest floor creates a domestic
demand base that changes issuer planning assumptions,
deepens secondary market liquidity, and activates a

huge, labelled debt market opportunity for local domestic
institutional investors. IRDAI allows insurance companies to
subscribe to sovereign green bonds establishing that such
allocations are feasible and effective. Increased domestic
investment will also send a confidence signal to international
investors potentially supporting scaled allocation to Indian
climate opportunities.

Securities and Exchange Board of India (SEBI) could

explore introducing a dedicated environmental, social,

and governance (ESG) debt fund category for mutual

funds, equivalent to the existing equity ESG category. This
classification can help fund managers design or launch debt
schemes and nurture investor appetite.

« Open a formal dialogue on withholding tax preferential
treatment for qualifying foreign-currency green, transition,
and resilience bonds. The Fully Accessible Route (FAR) already
demonstrates that differentiated regulatory treatment for
labelled sovereign instruments is feasible and effective.
Extending the principle to the certified labelled corporate
bonds is the logical next step for unlocking foreign portfolio
investor participation. Precedents in other jurisdictions exist
that can help inform the discussions.

b. For issuers

« Engage investors 6-12 months before issuance to understand
mandate requirements, test assumptions, and calibrate deal
features to actual investor appetite. This helps to broaden the
investor participation at the time of roadshows.

Publish allocation and impact reports on time and in
established formats such as that of the International Capital
Market Association (ICMA). Delays cause international
investors to fall off benchmark indices, directly suppressing
demand in subsequent transactions. Timeliness and format
compatibility determine whether a transaction builds a
durable investor relationship or remains a one-off.

Adopt established standards such as Climate Bonds Standard,
ICMA Green Bond Principles, and India’s forthcoming national
climate finance taxonomy as the foundation for instrument
credibility. Standards reduce per-investor due diligence cost,
which translates directly into broader participation, faster
book-building, stronger pricing, and access to diversified
international investor base.

c. For investors

« Domestic pension and insurance funds could use this survey
as the evidential basis for engagement with PFRDA and
IRDAI on suitable minimum climate allocation thresholds
and to classify certified climate investments as permissible
categories. IRDAI has allowed investment in sovereign green
bonds as eligible and the principle can be extended to
corporate bond markets. This will make systematic allocation
possible enabling market demand to seed and grow. The
domestic mandate gap is not likely to close through market
activity alone.

Build institution-specific internal allocation frameworks
defining eligible instrument characteristics, minimum size

and tenor, use-of-proceeds governance standards, and credit
thresholds. The absence of an internal framework is a more
common barrier to consistent participation than the absence
of investor appetite. Institutions with clear frameworks
participate at greater scale and with stronger pricing outcomes
than those evaluating each instrument from first principles.

» Make pre-issuance demand signalling a systematic practice.
Proactively sharing mandate requirements - deal size, tenor,
currency, sector priorities - with issuers and arrangers 6-12
months before launch improves transaction quality and
encourages pipeline formation. It is the most effective market
development action available to an investor that requires no
regulatory change. Getting on to platforms that facilitate this
provides this opportunity.

Translate financed emissions data into structured engagement
strategies with high-emitting investee companies. Investors
that have moved from an exclusion model to an engagement
model are building the transition project pipeline that the next
phase of the market requires.
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1.1. Background

India’s climate ambitions require significant capital, with
investment needs running into trillions of dollars over the
coming decades. Unlocking this opportunity will require deeper
participation from domestic institutional capital alongside the
scale and expertise of global investors. While the market for
sustainable debt has grown steadily - surpassing USD60bn in
cumulative issuance - it remains well below the levels needed to
finance India’s transition and resilience priorities.

Mobilisation of capital is constrained by a combination of
factors, including the persistent lack of visible pipelines,
misalignment between investor expectations and issuer
practices, and incipient or fragmented regulatory frameworks.
These challenges impact both domestic and international
investors, though the nature of constraints may vary by
mandate, regulatory environment, and risk-return expectations.

Just as there are constraints on the supply side, on the demand
side investor perspectives on India climate opportunities remain
less understood, particularly around risk-return expectations,
transition credibility, disclosure requirements, and alignment
with global frameworks. Domestic investors lack explicit

green mandates as their participation remains small and
opportunistic. Bridging this information gap is essential as
investor requirements increasingly shape capital flows which
includes the structure of financial instruments, pricing of deals,
and evolution of market standards.

The India Insights: Sustainable Debt Investor Survey 2026
seeks to bridge this knowledge gap by translating investor
perspectives into actionable market intelligence. Through
targeted surveys and in-depth discussions with investors, the
report examines:

Investor priorities, allocation strategies, and decision-
making criteria across GSS+ debt instruments

« Key barriers to capital deployment in India, including
challenges related to transition and resilience financing

« Recommendations for action by policymakers, issuers,
and investors to accelerate climate-aligned capital flows
in India.

1.2. Survey coverage and
respondent profile

The survey captures perspectives from 60 investors across
domestic and international markets, spanning development
finance institutions, asset managers, banks, pension funds,
insurance companies, and global institutional investment
managers active across public and private debt markets.

Collectively, respondents represent a globally significant capital
pool of approximately USD26tn in assets under management
(AUM), of which approximately USD12tn is in debt investments.
While domestic investors constitute the majority of respondents
(approximately 65% by number), international institutions
account for a significantly larger share of represented capital
(approximately 87% of total AUM), reflecting the scale and global
relevance of the investor base covered, as well as a balanced
view of market perspectives.

For more details on methodology and respondent profiles,
please refer to the Annexes 1 and 2 respectively.
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2.1. Climate emerges as a driver
of investment opportunity

Asignificant majority of respondents (75%), as indicated in Figure 1,
see climate as both a financial risk and an opportunity. The
focus in the sustainable debt market is moving beyond solely
protecting portfolios from climate-related downside risks towards
identifying new engines of growth, innovation, and value creation.

This evolution signals a more mature approach to sustainable
finance, where climate action is not only about managing exposure
but about unlocking the next wave of investment opportunities.

Climate is no longer viewed solely
through arisk lens - it is increasingly being
recognised as a driver of financial opportunity.

2.2. Mandates are key to
unlocking GSS+ capital

Investor participation in labelled GSS+ debt is strongly
influenced by institutional mandates, board-level priorities, and
regulatory frameworks.

« Respondents from international development finance
institutions (DFIs) highlighted that they have board-approved
sustainability commitments and mandates

« Respondents from foreign banks highlighted that both their
own net-zero commitments and those of their clients are key
drivers of demand for labelled instruments, supporting their
broader transition objectives.

« Respondents from global institutional investment managers
noted that demand is closely linked to the expectations of
their clients. For clients who want to invest in sustainability,
funds build in an explicit sustainability commitment that
translates into stronger appetite for GSS+ instruments. Where
such mandates are absent, investments typically do not
prioritise labelled assets. They may participate occasionally
for diversification reasons.

Respondents from domestic investors - including mutual
funds, pension funds, and insurers - indicated that investment
decisions remain primarily governed by regulatory guidelines
that lay down the permitted asset classes and investment
limits. They articulated that explicit climate-related
investment provisions within debt investment regulations will
incentivize them to participate.

Figure 1: Climate: A risk filter
or a financial opportunity

Financial risk 5%

Not important
20%

Both partly
75%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026.

Figure 2: Consideration of climate
in investment decisions
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Partly Under consideration . No

29%

53%
100% 100%
80%

50%

29%
International Banks DFls Domestic PF/  Domestic

investor insurance MFs

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026.
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This difference in mandates and regulatory stipulations is also
reflected in the extent to which climate considerations are
embedded in investment decision-making. Respondents from
banks (both domestic and foreign), DFIs (domestic and foreign),
and international investors noted close to 100% integration of
climate considerations into investment decisions. However,
respondents from domestic investors - mutual funds, pension and
insurance funds - lag in this aspect, with investment decisions
anchored in traditional credit and risk frameworks alone.

Institutional mandates and regulatory
enablers can be a key catalyst in scaling the
GSS+ debt market.

2.3. Investor mandates differ;
the right match can unlock scale

Respondents shared that investment appetite is shaped by their
mandate, and balance sheet considerations make it critical

to match instrument design with the right target investors to
unlock capital at scale.

In interviews:

« DFls, both domestic and international, commented
that they are well positioned for longer-term exposures
(typically 10+ years), aligned with their development and
project financing objectives.

Institutional investment managers, including mutual funds
and global investors, preferred shorter to medium tenor
instruments with greater liquidity.

» Banks’ investments in GSS+ bonds are based on balancing
treasury objectives, and asset-liability management needs.

« Domestic insurance companies and pension funds mentioned
that they can support longer-duration assets, but allocations
remain calibrated to liquidity and portfolio risk requirements
alone as they lack regulatory guidance for GSS+ investments.

Ticket size preferences also vary significantly. Global investors
and DFls show appetite for larger issues (USD50-500m+),
while domestic and foreign banks typically prefer smaller
transactions (USD10-50m).

The pathway to deeper capital
mobilisation lies in matching the right
instrument structure - tenor, scale, and liquidity
- with the needs of each investor segment.

2.4. End use is a critical
decision criterion

A clearly defined end use of proceeds emerged as a
critical factor influencing investor participation across
investor categories.

Respondents highlighted that clarity on use of capital acts as a
key investment driver connecting directly with investors’ strategic
priorities, sectoral themes and their sustainability mandates.

In addition, respondents emphasised the importance of robust
mechanisms to track, monitor, and transparently report
deployment of capital throughout the instrument lifecycle.

Ambiguity in capital use or oversight
can significantly reduce investment comfort.
This is an important area for issuers to focus on.
Strong governance and reporting frameworks
are imperative to building investor confidence.

2.5. Pricing flexibility and risk-
adjusted returns go together

In this aspect, global institutions, including foreign banks and
DFls, indicated some willingness to accept pricing flexibility for
credible green or sustainability-linked investments, subject to
meeting risk-adjusted return on capital thresholds. This aligns
with their sustainability commitments and transition objectives.

Domestic banks also show limited openness to such flexibility,
while domestic institutional investors (mutual funds, provident
funds, and insurers) largely continue to evaluate investments
through conventional return and risk parameters. Domestic
investors justified their stance because of fiduciary obligations to
their capital providers.

Pricing is further influenced by currency risk and regulatory
factors, such as withholding tax on foreign currency issuances
as a structural disincentive, resulting in reduced demand from
foreign portfolio investors.

Geopolitical uncertainty continues to impact global bond
markets and capital flows shaping investor appetite for
emerging market assets.

The Indian GSS+ market has seen a
modest greenium across sovereign and non-
sovereign issuances reflecting a combination
of regulatory and market factors, and not the
green label alone.
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2.6. Secondary market liquidity
is a binding constraint

Liquidity remains a key determinant of bond market
participation and investment allocation decisions.

« International investor respondents mentioned that a
deeper and more active domestic secondary market creates
confidence, improves price discovery and can support higher
allocations. It may be noted that foreign portfolio investors
(FPIs) account for approximately 5.4% of outstanding bond
holdings only.?> Domestic investors noted that secondary
market liquidity remains concentrated among AAA & AA- rated
issuers, which account for approximately 80% of the corporate
bond issues. Below this threshold, liquidity essentially
disappears, including for green bonds, making it difficult for
investors to participate.

Lower-rated issuers face limited liquidity, resulting in weaker
investor appetite. In addition, these bonds are held to
maturity by long-term institutional investors, constraining
broader buy-side participation and limiting local investors’
ability to scale allocations. The green bonds market follows
the same structural pattern as the conventional corporate
bond market, which is dominated by high-rated issuers and is
difficult for lower-rated borrowers to access.

Credit enhancement is available as a product to lift sub-
investment-grade paper into market-accessible territory,
but institutional investors still prefer non-enhanced paper.
Domestic investors indicated that the perception of risk
associated with credit-enhanced structures has not been
adequately addressed by regulators.

Building deeper secondary bond
market liquidity will expand investor
participation and unlock larger pools of capital,
credit-enhanced products enable market access
but investor participation in them may need
regulatory support.

2.7. Deal pipeline visibility
and dialogue drive capital
deployment

A credible and visible pipeline is a key driver of investor
participation, with 35 out of 42 respondents that were
interviewed highlighting its importance.

Respondents emphasised the need for early engagement and
forward visibility, with many respondents preferring to engage
with issuers 6-12 months ahead of issuance. For emerging
markets like India, an early engagement with international
investors is particularly important as it enables alignment on
critical transaction parameters, including structure, KPls, size,
tenor, and currency.

Multiple participants cited a sovereign green bond roadmap/
programme, as a multi-year forward calendar of planned
government issuances, as a single high-value policy signal that
would change planning and allocation decisions across both
domestic and international investor categories.

There is strong interest in India
debt, where global investors see balanced
risk-return opportunities. However, limited
deal flow and access to issuers have been a
challenge for international investors, when
compared to other markets. Sustained issuer-
investor dialogue and a predictable pipeline
are essential to deepen market participation
and support the next phase of growth of
sustainable finance.
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3.1. Certification, second-party
opinions and impact reporting
strengthen credibility

Approximately 75% of respondents highlighted certification

and second-party opinions (SPOs) as important requirements
viewing both as complementary tools that strengthen credibility,
disclosure and investor confidence in labelled debt markets.

While certifications and SPOs remain critical for labelled bonds,
respondent banks indicated that loans rely more on internal
assessment frameworks and borrower disclosures.

For straightforward renewable energy issuances (where the
market has seen large-scale issuances), among the respondents,
banks favoured simpler verification approaches for green loans.

Nearly 76% of respondents preferred issuances aligned with
recognised taxonomies or standards. Most respondents also
referenced the use of internal assessment frameworks, portfolio
metrics, and monitoring systems, typically benchmarked against
applicable domestic or global taxonomies.

Besides green labels, certifications such as those aligned with
Climate Bonds and similar frameworks for transition and
resilience finance are viewed as particularly valuable due to their
greater rigour around use of proceeds, impact measurement,
and methodology.

Across instruments, respondents emphasised the importance

of transparency beyond issuance - particularly through post-
issuance compliance and impact reporting. Clear confirmation of
end use of proceeds is considered essential, while the absence of
such reporting is viewed negatively.

Credibility in labelled markets is
anchored in a mix of certification, SPOs,
and post-issuance reporting, with investors
favouring a calibrated approach with greater
rigour for complex structures and simplicity for
standard transactions.

Figure 3: Response for importance

of certification, second-party opinions
and impact reporting

. High

Low . Not important

Medium

43%
48%
45%

I 29%
2%
21%
36%
2%
- 17%
I 43%
29%
2%
I 21%

I 36
0%
I 21%

Certification Second-party Impact Alignment to
opinion (SPO) assessment taxonomy/
reports standards

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026.

3.2. Label proliferation drives
need for comparability

Respondents expressed concern about the growing proliferation of
sustainable finance labels and favoured simpler, more streamlined
frameworks that are easier to understand and are comparable across
markets. The current landscape - characterised by labels such as
green, social, sustainability, sustainability-linked, transition, blue
and orange - has increased complexity and reduced comparability.
In the absence of clear and consistent definitions, labels can
increase due diligence costs and weaken their signalling value for
mainstream investors seeking scalable and standardised investment
opportunities. This ‘label fatigue’ aligns with Climate Bonds’ stance
that excessive fragmentation may undermine market credibility and
efficiency, particularly for mainstream investors seeking scalable
and standardised investment opportunities. A more taxonomy-
driven, rather than label-driven, approach is preferred, where
the focus shifts from multiple labels to clear definitions of what
constitutes environmentally sustainable activities.

Cutting through label noise requires:

« anchoring instruments to science-based, sector-specific criteria
« ensuring consistency in classification of assets

« prioritising transparency and verification.

Excessive label fragmentation can undermine comparability
across markets and increase due diligence costs. Taxonomy-driven
approaches can improve comparability, strengthen credibility, and
support more efficient capital allocation.
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4.1. Board-level oversight
strengthens climate governance

A clear majority of respondents (72%) report board-level climate
oversight, reflecting progress on institutional awareness and
governance related to climate issues across the surveyed
investor base. Respondents from foreign banks, DFIs, and global
institutional investment managers operating under board-level
net-zero and sustainability commitments reported 100% board-
level oversight.

This implies that climate has not been consistently elevated to
board-level agenda in a significant share of domestic investors,
where the gap is most pronounced.

4.2, Financed emissions
commitments and disclosures
yet to gain traction

About 50% of respondents have taken net zero/short-term
commitments to reduce portfolio emissions. Further, only
approximately 43% of respondents have computed financed
emissions, suggesting that measurement capabilities remain
nascent. Investors noted that greater clarity on how emissions
data can inform decision-making, target setting, and disclosures
would support implementation, while recognising that
approaches should be proportionate to institutional scale,
resources, and expected benefits.

Climate governance is moving ahead of
climate action measurement - institutions are
increasingly recognising climate as a strategic
issue but translating that intent into portfolio-
level targets is still evolving. At the same time,
disclosure requirements, data standards, and
reporting expectations need to be designed to
support decision-making and capital allocation
rather than becoming purely compliance-
driven exercises.

Figure 4: Board-level oversight of climate
amongst respondents

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026
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Figure 5: Response breakdown by investor category

. Yes . No

Total

International investor
International DFis
Foreign bank

Domestic bank

Domestic PF/insurance 50% 50%

Domestic MFs

Domestic DFIs

41% 59%
100%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026
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Figure 6: Emission reduction commitments
by respondents

. Yes Partly . No

Total 49%

International investor 83% 8%

International DFIs 33% 67%

Foreign bank 100%
Domestic bank 67%

Domestic PF/insurance 86%

Domestic MFs 45% 55%

Domestic DFIs 100%

. Yes Partly . No
Total %o ash

International investor 92% 8%

International DFIs 33% 67%

Foreign bank 100%

Domestic bank 67%

Domestic PF/insurance 86%
Domestic MFs 100%

Domestic DFIs 40% 60%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026
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Figure 7: Disclosure of emission
by respondents

Under consideration 3%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative,
July 2026

Figure 8: Computation of financed
emission by respondents

Under consideration 3%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative,
July 2026
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5.1. Renewable energy leads,
new sectors gain ground

The renewable energy sector (including energy storage) clearly
emerged as a priority sector, with all respondents identifying it
as the preferred sector. This is driven by factors such as stable
policy support, a well-established business model, improving
profitability outlook, and strong long-term demand potential.

Other segments attracting interest include electric mobility, sustainable
real estate, sustainable infrastructure, water management, and
the banking and financial services sector. In addition, urban-
focused investments - particularly in municipal infrastructure
and Urban Local Bodies - are areas of growing interest, reflecting
the need to address urbanisation-linked financing requirements.

5.2. Transition finance takes
centre stage

Transition finance is moving from a conceptual ambition to
an emerging investment discipline - but enabling conditions
remain critical for scale.

Adoption and approach vary across investor segments.
Respondents highlighted the following during the interactions:

« The scope of transition finance is expanding toward system-wide
transformation, with capital directed not only at decarbonising
high-emitting sectors, but also at scaling enabling solutions
such as energy efficiency, electrification, and infrastructure.

Global institutional investment managers with explicit net-
zero portfolio commitments are engaging directly with high
emitting borrowers on their capital expenditure plans and
assessing the credibility of entity-level transition strategies
and plans. Their approach explicitly favours financing credible
transition over exclusion.

Foreign banks indicated that their transition finance strategy
extends beyond capex financing to include medium-term
(1-5 year) trade finance and working capital solutions that
enable incremental decarbonisation across value chains.

« Domestic investors and banks are yet to adopt such approaches as
many are still developing the risk assessment frameworks, sector
expertise, and investment mandates needed to evaluate transition
finance opportunities. They highlighted the need for clearer
regulations, credible transition pathways, and stronger disclosure
frameworks to mainstream transition finance in India. The need for
policy support to stimulate corporate investments into newer and
evolving technologies was also noted by respondents.
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Figure 9: Preferred emerging sectors and themes

Agriculture and forestry [JJj 8%

Water
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Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026

Figure 10: Emerging interest of respondents in
transition finance

. Yes . No

Total

International investor
International DFIs
Foreign bank

Domestic bank

Domestic MFs

Domestic DFIs

18% 18%
100%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026

Leading global investors are shifting from exclusion-based
approaches toward financing credible transformation in high-emitting
sectors. However, broader adoption in India will require greater market
clarity, including a well-defined regulatory approach, credible sectoral
transition pathways, and improved data and disclosure standards.
Strong policy support will also be essential to enable corporates to
front-load transition investments and de-risk new technologies.
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5.3. Adaptation and resilience
investments emerge as the
new frontier

Survey findings indicate that adaptation and resilience (A&R)
investments are gradually emerging as an investable theme,
with strong interest from respondents from DFIs (90%),
international investors (83%), and foreign banks (75%). However,
alignment remains relatively lower among domestic investors.

« Respondent DFIs - both domestic and international - continue
to anchor A&R financing, aligned with their development
mandates. Funding structures remain largely concessional,
including grants, equity/quasi-equity, and blended finance,
reflecting the public-good characteristics and uncertain return
profiles of many adaptation investments.

« Respondents from foreign banks and international investors
are keen to understand financing opportunities in A&R.

A&R is predominantly approached as a ‘risk-first’ theme by
commercial investors. Respondents indicated that physical

risks - such as heat stress, flooding, and drought - are being
increasingly incorporated into investment processes through
scenario analysis, stress testing, and asset-level risk assessment,
primarily to inform downside risk mitigation.

Around 40% of the respondents actively assess physical
climate risks within their portfolios, with a smaller share (10%)
indicating partial integration.

Other A&R related insights from the respondents include:

« Many A&R-focused projects do not generate predictable or
stable cash flows, limiting their ability to attract traditional
debt investors. Consequently, financing is skewed towards
equity or grants. External market analyses (e.g., recent studies
by BCG and Temasek) corroborate this trend.*

Investment activity is most visible at the asset level, particularly
in real estate and infrastructure. Resilience measures - such
as climate-resilient design and retrofitting - are increasingly
being incorporated into asset planning and management.

Sub-national and municipal finance are emerging as high-impact
channels for advancing A&R. Recent issuance trends demonstrate
growing market access. However, scaling capital in this segment
will require stronger disclosures, predictable revenue streams,
and structured, multi-year capital planning frameworks to
improve creditworthiness and investor confidence.

Scaling A&R investment remains constrained by structural
and market barriers. Key challenges highlighted by
respondents include: difficulty in identifying adaptation-
specific expenditure; the absence of clear taxonomies

and benchmarks; and limited standardisation in labelling.
Together, these hinder project identification, investment
classification, and capital mobilisation at scale.

« Development finance institutions - domestic and international
- have a specific and non-substitutable role in unlocking
adaptation and resilience investments. They can provide
the first-loss capital, concessional tranches, and partial
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Figure 11: Emerging interest of respondents in
adaptation and resilience

. Yes Partly . No

67%

International investor
International DFlIs
Foreign bank

Domestic bank 33%

Domestic PF/insurance 7% 43%
80% 20%

Domestic MFs

Domestic DFIs

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026

Figure 12: Assessment of physical
climate risks by respondents

No/no
response

50%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative,
July 2026

guarantees that make blended finance structures viable -
absorbing the risk that commercial investors cannot price and
thereby creating the conditions under which private capital
can participate in senior tranches on market terms.

Adaptation and resilience are gaining strategic importance,
but the market is still transitioning from risk mitigation to investable
solutions. Commercial capital remains focused on downside
protection rather than dedicated A&R investments. Scaling private
participation will require clearer investable models, stronger data
and disclosures, and blended finance mechanisms that bridge the
gap between development impact and commercial returns.
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6.1. Policy and regulations
must lead

Supportive policy regime and regulatory support emerged as
an important enabler to direct greater flow of capital towards
sustainable finance. Respondents provided the following
insights during the surveys and interviews:

« Climate finance taxonomy: International respondents cited
the lack of standardised definitions and an interoperable
national climate finance taxonomy as the main factors limiting
comparability of deals across regions and creating ambiguity
around what qualifies as a sustainable investment.

National Adaptation Plan: The release of the National
Adaptation Plan will further provide direction for scaling A&R
finance, highlighting investable opportunities.

Forward-looking policy signals are critical to building pipeline
and market depth. Sovereign green or resilience bond
roadmaps, green procurement mandates (e.g., steel and
cement), and the development of carbon markets can improve
visibility, clarify sectoral priorities, and incentivise investment
in transition, adaptation, and resilience.

Respondents mentioned that the much-awaited release of the
climate-related financial risks disclosure guidelines by the RBI
can accelerate integration of climate considerations across the
banking sector and its other regulated entities, such as upper
layer NBFCs and Indian DFls.

« Respondents from domestic mutual funds noted that SEBI’s
framework permits ESG sub-categories within thematic equity
schemes, enabling climate-focused equity products.® No
equivalent provision exists for debt schemes currently. This can
be an enabler for investments in labelled debt instruments.

Current IRDAI and PFRDA investment norms do not provide
for explicit allocation to climate-linked investments. This
emerged as a priority ask from the respondents.

« Retail demand for climate-focused products remains limited,
constraining the development of domestic debt capital pools.
Given that retail investors form a significant share of the
funding base for domestic institutions, targeted incentives can
help to deepen retail participation and, over time, translate
into institutional demand.®

« The need to reduce the high transaction and compliance costs,
and execution timelines, also came through, with investors
seeking faster ways to deploy capital. Simplifying end-to-
end issuance-related processes and mechanisms to absorb
incremental costs will be critical to scaling supply, given the
nascent stage of market.
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Gaps in sustainable finance reflect
underlying policy and market constraints -
where we need stronger mandates and lower
issuance frictions. There is an urgent need for
coordinated enablers across the ecosystem.

6.2. Knowledge sharing and
capacity building critical for
institutional readiness

There is uneven awareness, expertise, and institutional
readiness across investor categories. This impacts how
sustainable finance is understood and applied resulting in
fragmented adoption.

Respondents from international investors, DFIs, and foreign
banks appear relatively more advanced in integrating climate
considerations into investment decisions. They engage with
transition finance, scenario analysis, and taxonomy alignment.

In comparison, many domestic institutions are still developing
familiarity with sustainable finance concepts and assessment
approaches. They remain focused on foundational elements such as
use-of-proceeds frameworks, disclosures, and impact measurement.

Addressing this gap will require targeted interventions, including
knowledge-sharing platforms, clearer guidance on frameworks
and taxonomies, and stronger data and analytical capabilities.

Building institutional capacity will
enable more consistent risk assessment, improve
investor confidence, and broaden domestic
participation. This will help to shift climate
finance from a niche activity to a mainstream
investment and risk management consideration.
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India’s sustainable finance market has evolved beyond its
formative years and is now focused on deepening participation,
expanding opportunities, and scaling capital flows. The evidence
from this survey clearly shows where the architecture needs to
be strengthened.

There are currently 60 investors, managing USD12trillion in debt
assets (overall AUM of USD26tn), who are active in or interested
in India’s GSS+ debt market. They share a clear picture of what
would unlock greater participation. The scale of the opportunity
is huge when this AUM is placed against the India GSS+ market of
USD61bn (2025).

The survey followed by the investor validation roundtable
together point to a set of interconnected structural conditions.
The conclusion synthesises those conditions into three strategic
priorities and translates them into concrete, time-bound
recommendations for the three groups that have the most
power to change them: policymakers and regulators, investors,
and issuers.

Domestic institutional opportunity is large and under-

activated. Pension funds, insurance companies, and provident
funds manage pools of long-duration capital whose liability
profiles are structurally well-matched to labelled bonds,

yet their participation remains minimal in the absence of
regulatory direction. While market forces create the momentum,
sustainable finance scales through regulatory action; for
example, in Europe through the Sustainable Finance Disclosure
Regulation (SFDR) and in Japan through Government Pension
Investment Fund’s ESG mandate. A minimum climate allocation
threshold of 3 to 5% of debt AUM for IRDAI and PFRDA

regulated entities, and EPFO would immediately create an
explicit domestic demand base that changes issuer planning
assumptions and deepens secondary market liquidity. Increased
domestic investment will also send a confidence signal to
international investors, potentially supporting scaled allocation
to Indian climate opportunities.

Taxonomy completion is a time-sensitive prerequisite for scaling
investor participation. A national climate finance taxonomy that
is science-based and internationally interoperable governs what
counts as a credible green, transition, or resilience investment;
enables investment mandates to specify eligible assets; reduces
due diligence cost for investors; and anchors certification

and verification markets. Peer emerging markets - Indonesia,
Chile, Malaysia, Brazil, and China - have demonstrated that
interoperable taxonomy deployment predictably accelerates
both issuance volume and investor participation.
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Transition finance and adaptation and resilience represent

the next market cycle. Renewable energy has driven the first
phase. The next phase requires transition capital directed at
high emitting and hard-to-abate sectors and resilience capital
directed at climate-vulnerable infrastructure. International DFls
and asset managers are actively seeking these opportunities;
domestic institutions are seeking tools and frameworks that
help them to evaluate these opportunities. Converting this
interest into capital deployment at scale requires a proactive
and coordinated ecosystem response

Policymakers and regulators hold the most
consequential levers.

« Beyond taxonomy publication and institutional allocation
thresholds, the oft-mentioned structural frictions, such as
simplification of and reduction in withholding tax rate, a
dialogue is required. An important idea to test would be
to assign preferential rates for qualifying certified foreign-
currency green, transition, and resilience bonds.

Further, the regulatory support already extended to sovereign
green bonds through the Fully Accessible Route and

IRDAI’s approval of insurance companies investing in these
demonstrates that differentiated treatment is both feasible and
effective. Extending the principle to the corporate market is the
logical next step, which can be effective for scaling foreign and
domestic investor participation in these opportunities.

Issuers hold more market development leverage than they
typically exercise.

» Engaging investors 6-12 months ahead of issuance to
understand mandate requirements and test structuring
assumptions is a highly effective action an issuer can take to
improve execution quality and broaden investor participation
when it goes to the market.

« Post-issuance, timely allocation and impact reporting based
on established formats is the mechanism through which a
single transaction builds into a durable investor relationship.
Delays cause international investors to fall off benchmark
indices, directly reducing their ability to hold or increase
positions in subsequent issuances.

« Adopting established standards such as Climate Bonds
Standard, ICMA Green Bond Principles, and India’s
forthcoming national climate finance taxonomy reduces
investor due diligence burden, improves comparability, and
translates directly into broader investor participation and
stronger pricing outcomes.
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Investors can change the conditions under which allocation
decisions are made rather than adjusting individual deal
participation at the margin.

« The findings of this survey provide a substantive basis to
domestic institutional investors for dialogue with PFRDA
and IRDAI on minimum climate allocation thresholds as a
strategy to align regulation with the fiduciary reality that
climate risk is portfolio risk, and that labelled instruments in
credibly governed sectors offer comparable credit quality to
conventional equivalents.

« Building institution-specific investment framework defining
eligible instrument characteristics, minimum size and tenor,
use-of-proceeds governance standards, and credit thresholds
will enable consistent participation. Lack of such frameworks
is more often a bigger barrier than investor appetite.

Systematically sharing mandate requirements with issuers
and arrangers 6-12 months before transactions launch
signals demand that encourages pipeline formation without

regulatory change. Getting on to platforms that facilitates this

provides an opportunity to do so.

Investors that have begun computing financed emissions
should translate that data into structured engagement
strategies with high-emitting investee companies building
transition project pipelines credibly.
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Annex 1. Survey design and methodology

This report draws on a combination of primary data collection,
stakeholder interviews, and targeted secondary research to
capture investor perspectives on India’s GSS+ debt market.

Over 80 domestic and international investors were approached
for the survey, comprising a diverse set of large institutional
investors including asset managers, insurance companies,
pension funds, and banks. The final analysis draws on inputs
from over 60 investors, many of whom have prior experience
investing in India and have actively participated in the GSS+
debt market. This ensures that the findings reflect informed and
market-relevant perspectives, particularly from respondents
familiar with the Indian regulatory and investment landscape.

The data collection process followed a structured, multi-
stage approach. A detailed questionnaire was developed and
iteratively refined through stakeholder consultations and was
subsequently shared with investors. This was followed by
discussions with investors to capture both quantitative and
qualitative insights.

Of the total responses, inputs from approximately 40

investors were collected through a combination of completed
questionnaires and one-on-one engagements, enabling deeper
insights into investment strategies, decision-making processes,
and market expectations. Perspectives from 18 domestic
investors have been incorporated from a survey conducted by
Asia Investor Group on Climate Change. In a limited number

of cases (two investors), inputs were supplemented through
desktop research based on publicly available disclosures and
reports, consistent with standard practices in investor surveys.

The findings presented in this report are therefore based on a
blended methodology, combining primary survey responses,
qualitative investor interactions, and supporting secondary
analysis, an approach commonly used in global investor surveys
to ensure both depth and breadth of insights. A detailed profile
of participating investors is provided in the subsequent section.

The overall AUM of these 60 investors, based on the latest
available data, is approximately USD26tn, with median
overall AUM of USD115bn and debt AUM of USD63bn. Some
assumptions have been made in the case of incomplete
information. This desktop review includes data from publicly
available information (in English or via the relevant website
which has been translated into English) as of 15 May 2026.
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Annex 2. Investor profile

Number and categories of
survey respondents

The survey covers 60 respondents spanning a well-diversified
set of domestic and international institutional categories,
including development finance institutions, asset managers,
banks, pension and insurance funds, and global investors
operating across public and private markets with exposure in
debt/fixed income securities. A brief write-up on the different
investor categories is provided below:

« Domestic Mutual Funds (Domestic MFs) (28%): Institutional
asset managers investing pooled capital across public
markets, including both equity and fixed income (government
and corporate debt), regulated by SEBI and driven by liquidity,
risk-return, and portfolio diversification considerations.

« Domestic Pension Funds/Insurance Companies (Domestic
PF/Insurance) (23%): Long-horizon investors allocating
across fixed income, listed equities, and select long-term
infrastructure assets, regulated by IRDAI and PFRDA, with
mandates balancing stability, return generation, and asset-
liability matching.

« Domestic banks (Domestic banks) (5%): Commercial lenders
engaged across commercial and retail lending activities,
including project finance, balance sheet lending, working
capital facilities, and trade finance, regulated by RBI with
prudential norms governing exposure and risk management.
Banks also play a key role in treasury operations and capital
markets activities, including investment in debt securities
and acting as arrangers, underwriters, and syndicators in
debt capital markets transactions. The category includes
both public and private sector banks, which differ primarily in
ownership structures and governance frameworks.

« International investors (Int investor) (20%): Global
institutional investment managers allocating capital across
geographies and asset classes, spanning public and private
markets - including equity, bonds, and alternative investments
- regulated by home jurisdictions and largely driven by
diversification, returns, and evolving climate considerations.

Foreign banks (7%): International banks headquartered
outside India, providing cross-border lending, structured
finance, trade finance, and capital markets services, with
a strong role in treasury operations and debt origination,
including underwriting and syndication in debt capital
markets, regulated by their home regulators and RBI for
Indian operations.

Figure 13: Number of
survey respondents (n=60)
by investor category

Domestic
DFIs 8% International

International investor
DFIs 9% 20%

Foreign bank

7%
Domestic
MFs

0,
28% Domestic PF/

insurance
23%

Domestic bank 5%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative,
July 2026

« Domestic development finance institutions (Domestic
DFIs) (8%): Long-term lenders regulated by RBI and
focused on infrastructure (as per the harmonised master
list of infrastructure published by the Ministry of Finance’),
development sectors and themes such as agriculture, rural
development, and financial inclusion, deploying capital
through a mix of term lending (such as project finance and
long-tenor loans), refinance operations, bonds etc.

« International development finance institutions (Int DFIs)
(8%): Multilateral and bilateral institutions deploying sovereign
and non-sovereign lending, concessional finance, guarantees,
and blended finance instruments, particularly in infrastructure
and development sectors, governed by international
mandates rather than a single domestic regulator.
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Figure 14: Geographic distribution of survey respondents by region

and country of headquarters

Japan 1%

Manila 2%
Singapore 2%
United Kingdom 7%

USA

North America 10% France

15% 7%

‘4

13%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative, July 2026

Of the 60 investors, 43 (72%) are headquartered in Asia. More
specifically, 39 out of these are based out of India. Nine investors
are headquartered in North America (including Canada)

while the remaining eight investors are based in Europe. All

the investors surveyed rank India high on their list of priority
markets for investments. They have prior experience investing

in India and have actively participated in GSS+ debt issuances in
the past.

Canada 5%
China 1%

19



India Insights Climate Bonds Initiative

Figure 15: Split of overall AUM
(USD26tn combined)

Equity AUM Debt AUM

53% 47%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative,
July 2026. Latest publicly disclosed information available on the respective websites of
investors. Where information was incomplete, reasonable assumptions were applied.

AUM wise details of the respondents

The overall AUM of these 60 investors based is approximately
USD26tn, of which Debt AUM is approximately USD12tn.
Investors headquartered outside of India (includes Int Investors,
International DFls and Foreign Banks) account for approximately
82% of the Debt AUM. Int Investors are the largest category,
covering 64% of the overall AUM and 45% of the debt AUM.

Figure 16: Overall AUM by location
(USD26tn combined)

Outside India
87%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative,
July 2026

Figure 17: Investor split
of debt AUM by category
(USD12tn combined)

Domestic PF/insurance 6%
Domestic MFs 3%
International DFls 3%
Domestic DFIs 1%

International
investor
45%

Foreign bank
34%

Source: India Insights - Sustainable Debt Investor Survey 2026, Climate Bonds Initiative,
July 2026
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Annex 3. Headline survey questions

1. Investment/lending preferences in terms of deal size, tenors,
currency, issuer/borrower, types of instruments.

2. Do you recognize climate change as a financial risk
or an opportunity?

3. What percentage of your total AUM is currently allocated to
climate or sustainability strategies?

4. Rank the decision-making criteria based on your priority when
investing in GSS+ instruments.

5. When you hear the term ‘resilience finance’, what types of
investments do you believe it includes?

6. Are you familiar with resilience or disaster-related instruments
such as resilience bonds, catastrophe bonds, or disaster risk bonds?

7. What types of labelled bonds would be of interest to you?

8. What is the minimum deal size and sweet spot that you
consider for sustainable finance and resilience investments?

9. Do you have a minimum threshold of resilience impact
required for an instrument to qualify for a resilience label,
especially in structures that combine both mitigation and
resilience impacts?

10. How do you perceive the risk-return profile of investing/
lending towards

a. Mitigation compared to non-labelled investments?

b. Resilience/Adaptation compared to non-labelled investments?

c. Resilience/Adaptation compared to Mitigation investments?
11. What type of instrument structure do you prefer

for sustainable finance and resilience investments?
(Multiple choice question)

12. Do you use any taxonomy or framework to define labels for
your investments?

13. Do you have a Board level oversight of climate?
14. Do you have a policy on integrating climate into investments?

15. Do you assess and manage physical climate risks
(e.g., floods, heat stress, droughts) within your portfolio?

16. Have you published an investor climate action plan/
transition plan?

17. Does your organization’s transition plan include a resilience
dimension beyond emissions reduction?

18. Have you made a commitment to achieve net zero portfolio
emissions?

19. Do you have a short term/interim target to reduce
portfolio emissions?

20. Do you disclose portfolio emissions?

21. Have you computed the financed emissions of your portfolio?

22. What percentage of your total AUM is currently allocated to India?

23. How would you rank India as a priority market for sustainable
finance (GSS+ & others) and resilience investments compared to
other emerging markets?

24. Have you participated in Indian sovereign or corporate
(including Fls) sustainable finance (GSS+ & others) and resilience
investments in the last 3 years?

25. Which sectors do you prioritize for sustainable finance and
resilience instruments in India? (Multiple choice question)

26. Which sectors do you currently prioritize or plan to prioritize
for resilience investments in India, other emerging markets, and
developed markets?
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27. What are the key challenges you face when considering GSS+
investments in India?

28. What are the key challenges you face when considering
resilience or disaster reduction finance investments in India?

29. What are the key indicators for an issuance to be called credible?

30. How would you rate the role of following while making your
investment choices?

a. Certification
b. Second Party Opinion
c. Impact Assessment Reports

31. How would you rate the role of Alignment to Taxonomy while
making your investment choices?

32. What kind of risk-sharing/incentive mechanisms would make
India’s GSS+ and sustainable finance market more attractive?

33. Which regulatory or policy changes/signals would most
strengthen your confidence in India’s sustainable finance and
resilience markets?
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