Role of Underwriters in Green Bond Market

UNIVERSITY OF

UNIVERSITY OF Natasha Boreyko MICHIGAN

MICHIGAN i ) ) o
Stephen M. Ross School of Business, University of Michigan
* Companies with prior relationships either don’t change or

e Relationships ()f comp anies With increase carbon emissions (by 25%).
underwriters can help i den ti fy g e nuin e * Companies without established relationships significantly

B Sustainability Bond
decrease carbon emissions (by 20%).

intentions to improve emissions: T e iy

GB w/o relationships

o e e IO R * Green bond issuers without prior (short term) 0.08

Figure 1. The growth of the green debt market. relationships with green bond GB Vzis.iloilg[;;r;Ships 003 %%

GBd 1 - ificati o . .

and their ot 1 independent from underwriters significantly reduce B wiorslionsip o

. e and more years after
Bond prospectus: seen ovteome CIISS10NS GB with relationships 0.35%*
o * O O e (2 and more years after) '
"There can be no assurance that use of proceeds from ° Companles with prior relatlonshlps
the sale of the green bonds to finance Eligible Projects With green bond underwriters can N 20,603 P—
will be suitable for the investment criteria of an . . . ’ ’
investor" increase emissions after green bond Industry, Year, Country FE YES YES
iSSllance * Cost of capital can be lower for ‘good’ companies.

Question: . . .

How to identify companies with true intentions to
reduce emissions?
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major green bond underwriters: « Green bonds per se do not affect emission intensity.
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I further estimate an IV regression to show the causal

effect of green bond financing on firm’s emissions in 2. Investors provide ‘better quality’ companies X
general. with a significantly lower cost of capital.
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242 Natasha Boreyko
real effects.

GB issuance = a4 * Prior relationships + fixed ef fects BT e pan ey




	Role of Underwriters in Green Bond Market��Natasha Boreyko�Stephen M. Ross School of Business, University of Michigan

