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Efforts to Increase the Role of Private Sector in Infrastructure Development 



Since the signing of the Paris Agreement, 
there has been an increase globally in the 
development and growth of green financial 
products for green infrastructure, such as 
green bonds and loans, dedicated 
infrastructure investment funds and index 
products_10 In Indonesia, this has included 
green loans, green sukuk and green bonds 
(more in the Annex, Table 1). 

Collectively, they address significant 
demand from institutional investors, 
particularly from OECD nations and China, 
for investment opportunities that address 
environmental challenges and support 
sustainable development. 

Indonesia's strong macroeconomic outlook 
has delivered investment-grade sovereign 
ratings from major international credit 
rating agencies. This more positive 
investment environment has been 
supported by government reforms that 
aim to encourage foreign investment and 
the provision of sovereign guarantees. 

Securing investment in green 
infrastructure will help the government to 
reach Indonesia's climate targets, spur 
innovation, broaden the economic base, 
and promote more sustainable economic 
and social well-being. As the number of 
green financial products and supportive 
policies increases, the impact of initiatives 
and regulations is becoming more evident. 

The role of development banks 
Indonesia benefits from the support of 
development finance institutions (DFl's). 
Where the government is not able to bear 
the risks associated with large projects, 
DFls can support investment by providing 
blended-finance instruments and credit 
enhancement such as partial credit or risk 
guarantees, viability gap funding, first-loss 
provisions, contingent and A/B loans.70

In Indonesia, this type of support can be 
provided directly to governments, SO Es 
and investors. It is also available via funds 
like the I IGF, ASEAN Credit Guarantee 
Investment Facility, ASEAN Infrastructure 
Fund, the Leading Asia's Private Sector 
Infrastructure Fund or the AMUNDI Planet 
Emerging Green One (EGO) Investment 
Fund. To make the most of this type of DFI 
support, the government of Indonesia is 
creating a regulation to facilitate blended 
financing. 

DFl's can also issue and invest in green 
bonds, used to support local green 
infrastructure. The IFC's Green Komodo 
Bonds was an offshore Rupiah­
denominated issued for investment into 
climate projects in lndonesia.9 

Blended finance and the SDGs 
Globally, the blended finance model is 
seen as an innovative approach to attract 
private capital. The approach helps de­
risks investment by reducing the barriers 
to private finance entry using official 
development or philanthropic finance.57 

Indonesia has signalled a strong 
commitment to scale-up the blended 
finance model to accelerate its sustainable 
projects development. The Government 
launched the Blended Finance and 

Innovation Institute during the New York 
UN Climate Summit Action in September 
2019. The institute will be the ASEAN hub 
and global accelerator for blended finance 
to achieve the SDGs_ss 

It follows the Tri Hita Karana Roadmap 

for Blended Finance that was introduced 
by Indonesia in October 2018 during the 
World Bank-IMF Summit in Bali; a 
roadmap that is supported by OECD 
partners from governments, DFls and the 
private sector. 

A landmark blended finance model is the 
Tropical Landscape Finance Facility 
(TLFF), which issued a USD95m 
sustainability bond with a project 
preparation and blended finance 
partnership with UN Environment, the 
World Agroforestry Centre that enabled 
private capital from ADM Capital and BNP 
Paribas.59

Snapshot - Indonesia green bond market 

Indonesia has an almost USD3bn green bond market. Four of the five green bonds from Indonesian issuers came to market in 2018, 
with the latest issued early this year. 

Indonesia's initial USD1.25bn green sukuk was the first sovereign debt instrument to come out in the region and the 5th globally. It 
is not the only benchmark-size deal, however: Star Energy Geothermal issued a USD580m deal for its Wayang Windu plant. 

Indonesia's economic growth has come at the expense of nature - deforestation is a key problem. In its second party opinion of the 
Indonesian green sovereign sukuk, CICERO specifically highlighted the need for the issuer to avoid deforestation projects. As per 
Indonesian regulation, it is mandatory to undertake an Environmental Impact Assessment (AMDAL) for all projects that have a 
boundary overlap with, or may impact on, any of the classifications of protected area including forest area, national parks and 
reserves. 

It is heartening to see that a large share of green bond proceeds from Indonesian issuers are earmarked for sustainable land use 
including sustainable agriculture, afforestation and rainforest conservation, as well as climate change adaptation measures. 
Investment in renewable energy should also help reduce the need for further rainforest clearing. 

Indonesian green bond issuers demonstrate best practice in terms of external review: all deals have received a second party opinion. 

Indonesian green bond issuers as at October 2019 

Issuer Name Issued (USD) Issue date Issuer type Use of proceeds 

TLFF I Pte Ltd 95m Feb 2018 Non-financial corporate Land use 

Republic of Indonesia Mar 2018 Sovereign Energy, Buildings, Transport, l.25bn 
Feb 2019 Waste, Land use, Adaptation 

Star Energy Geothermal 580m Apr 2018 Non-financial corporate Energy 
(Wayang Windu) 

PT Sarana Multi lnfrastruktur 50m Jul 2018 Government-backed entity Energy, Transport, Water, 
Waste, Land Use 

Note: Issued amount is converted to USO regardless of currency of issue. 
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The Climate Bonds Taxonomy identifies the assets and projects needed to deliver a low carbon economy 
and gives GHG emissions screening criteria consistent with the 2-degree global warming target set by the 
COP 21 Paris Agreement. More information is available at https://standard.climatebonds.net/taxonomy.
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