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 KEY CONSIDERATIONS 

 Environmental, Social, and Corporate Governance (ESG) labelled bonds are a fast growing 
segment in global capital markets; by YE20 the market reached a total size of USD 1.7Tr, with Green 
bonds having the largest share, representing 63% of the total. 

 In Europe, the total amount of ESG bonds issued in 1Q21 represents already 54% of the total amount 
issued in 2020. ARC expects that for 2021 the total issued amount will easily surpass YE20 levels, 
as a result of the strong commitment expressed by the European Commission’s objective to be 
the first net zero bloc by 2050, with will be supported by linking budget to green policy objectives. 

 The NextGenerationEU1 program, that amounts to EUR 750Bn, will be an accelerator to transition 
and support a higher share of green and sustainable assets in the EU; Therefore, ARC expects that 
supranationals, sovereigns, financial institutions and institutional investors demanding ESG linked 
assets will pave the way for a material market growth and a better standardisation of 
ESG products. 

 

 
1 NextGenerationEU is a EUR 750Bn temporary recovery instrument to help EU member states to repair the immediate economic and 

social damage brought about by the Covid-19 pandemic: https://ec.europa.eu/info/strategy/recovery-plan-
europe_en#nextgenerationeu 

https://ec.europa.eu/info/strategy/recovery-plan-europe_en#nextgenerationeu
https://ec.europa.eu/info/strategy/recovery-plan-europe_en#nextgenerationeu
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 I. ESG BOND ISSUANCES AND SIZE OF 
THE MARKET 

Environmental, Social, and Corporate Governance (ESG) labelled bonds are a fast growing 
segment in capital markets that as of YE20 reached a total size of USD 1.7Tr, with Green 
bonds having the largest share with 63% of the total. These instruments are designed to 
connect issuers seeking to raise funds to support activities with a sustainable character 
with investors wishing to make their capital available to support projects with that have a 
proven sustainable, environmental and social impact. 

Data as of YE20 Green Sustainable Social 

Total Size of the Market USD 1.1Tr USD 317Bn USD 316Bn 

Number of Issuers 1,428 178 601 

Number of Instruments 7,716 885 1,23 

Countries 71 30 36 

Currencies 42 33 25 
Source: Climate Bonds Initiative, Sustainable Debt Global State of the Market 2020.  

The market is growing at a fast pace, with Green, Social and Sustainable bonds (GSS) 
issued in 2020 reaching USD 700Bn, showing a 95% increase compared to 2019 
(USD 358Bn). Green bonds are still the largest share, however Social and Sustainability and 
Sustainability-Linked bonds grew dramatically and allowed to reduce the gap existing 
with the stock of Green bonds. 

Sovereign issuers were very active last year, accounting for USD 98Bn in GSS issuances 
and with new sovereigns coming into the market. Among the largest issuances we 
observe France, Germany, Belgium and the Netherlands. 

 II. ESG BOND MARKET IN THE EU 

Europe has the largest Green, Social and Sustainable (GSS) bond market, which has 
developed following the commitment of the EU to be climate neutral by 2050, an objective 
that is built under a framework that will connect policy, budget and regulation, and with 
the support of supranational institutions including the ECB and development banks. 
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The ESG bond market in EU, including Green, Social and Sustainable bonds amounted to 
EUR 136Bn2 in 1Q21, showing an impressive 385% growth yoy (EUR 28.1Bn in Q120). The larger 
issuers were Sovereign and Supranational, with 63.5% of the issuances (the EC on behalf 
of the EU, representing 30% of the total, mainly from the social bond issuances that totalled 
EUR 39.8Bn), followed by Financial Institutions representing 18%, Non-Financial Corporates 
18% and the remaining 0.4% from ABS/RMBS issuances. 

The share of ESG bond issuances in 1Q21 over the total EU bond market is 17.2%, showing a 
strong increase compared to the 8.9% for YE20 and only 5.0% in YE19. 

 
Source: AFME, Q1 2021 ESG Finance Report. 

The total amount of ESG bond issued in 1Q21 represents already 54% of the aggregate 
amount issued in 2020. ARC expects that that for 2021 the total issued amount will easily 
surpass YE20 levels, as a result of the strong commitment from governments and 
companies to accelerate the process of energy transition as well as to support social 
investments.  

European banks could become also an important player in green bond issuances, 
following the recent proposal of the European Banking Authority to disclose a ‘Green Asset 
Ratio’ (GAR)3 to show how the banks’ economic activities are environmentally sustainable. 
The ratio would measure the total amount of a bank's climate-friendly loans, advances 
and debt securities compared with total assets. ARC expects that this could help to 
improve the transparency of assets with underlying green investments. 

 
2 AFME, Q1 2021 ESG Finance Report: https://www.afme.eu/Publications/Data-Research/Details/AFME-European-ESG-

Finance-Quarterly-Data-Report-Q1-2021 

3 EBA: https://www.eba.europa.eu/eba-advises-commission-kpis-transparency-institutions’-environmentally-
sustainable-activities 
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 III. NEXT GENERATION EU PROGRAMM  
FOR EUR 750BN 

NextGenerationEU is the largest temporary recovery instrument ever implemented in the 
EU. It has become the key pillar of economic and social recovery to rebuild the EU after the 
Covid-19 pandemic. The program is for EUR 750Bn and targets a cross-sector 
modernisation based on green and sustainable investments. 

To finance NextGenerationEU, the European Commission (EC) (on behalf of the EU) will 
borrow on the capital markets during the period between mid-2021 and 2026, with 
repayments by 2058. The EC has the intention to issue 30% of the funds4 through green 
bonds (around EUR 250Bn) and use the proceeds to finance green policies. The objective 
is to provide access to a wide range of investors, in particular ESG focused, and to 
reconfirm the commitment of the EU towards sustainable finance and green policies. 

The EC already entered the sustainability market last year with the issuance of a SURE5 
social bond. Under the programme, the EC will raise up to EUR 100Bn (of which EUR 89.6Bn 
has already been issued as of mid-May 2021). The proceeds are used to provide 
back-to-back loans to beneficiary Member States. With the funds, Member States will be 
able to finance different short-time work schemes, and other similar measures to preserve 
employment and support incomes. The bonds are compliant with the Social Bond 
Principles of the International Capital Market Association (ICMA)6. 

 

 
4 NextGenerationEU – Green Bonds Factsheet: https://ec.europa.eu/info/files/nextgenerationeu-green-bonds_en 

5 SURE - Temporary Support to Mitigate Unemployment Risk in an Emergency: https://ec.europa.eu/info/business-
economy-euro/economic-and-fiscal-policy-coordination/financial-assistance-eu/funding-mechanisms-and-
facilities/sure_en 

6 Social Bond Principles: https://www.icmagroup.org/assets/documents/Regulatory/Green-Bonds/June-
2020/Social-Bond-PrinciplesJune-2020-090620.pdf 

Source: Climate Bond Initiative 
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ARC expects that these issuances will help to set up a benchmark for other issuers to enter 
the ESG bond market and increase the availability of ESG assets to investors, creating a 
sizeable and diversified market. It is also part of the EU objective to increase the financial 
flow to green technologies, in order to benefit the real economy in the longer run. 

In addition, ARC expects that the EU will continue to lead the ESG bond market, in particular 
Green Bonds, considering that by YE20 more than half (54%) of the green bond issuances 
was carried out by EU countries, 50% of which were denominated in EUR, followed by USD 
with 30% and CNY with 6%. 

We expect also that, following the change in administration in USA (as of 1Q21 green bonds 
denominated in USD represent only 37% of total issuances), a faster program for 
sustainability targets will be implemented representing a further push to financial markets 
to speed up the consolidation of the ESG bond market. 
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 DISCLAIMERS 

This research publication is not a rating of any kind, is not related to any specific rating and should 

not be seen as an indication of a future rating of any kind. It summarizes ARC Ratings’ view as of the 

publication date. That view is based on information collected from a wide variety of sources which 

ARC Ratings believes to be reliable. Whilst ARC Ratings has adopted and implements measures 

aiming to ensure that, to the extent available in the circumstances, it has obtained reasonable 

verification of the information it uses and that such information is from reliable sources, the 

publication of this document should not be viewed as a guarantee of the accuracy, completeness, 

or timeliness of the information relied on or the results obtained from the use of such information. 

ARC Ratings does not act as a legal, tax, financial, investment or other advisor and users should seek 

professional advice from appropriate third parties where necessary. 

ARC Ratings, S.A. is registered as a Credit Rating Agency with the European Securities and Markets 

Authority (ESMA), within the scope of the Regulation (EC) Nº 1060/2009 of the European Parliament 

and of the Council, of 16 September, and recognised as External Credit Assessment Institution (ECAI). 

ARC Ratings (UK) Limited is registered as a Credit Rating Agency with the United Kingdom Financial 

Conduct Authority, within the scope of the Statutory Instrument Nº 266/2019, of 13 February, and 

recognised as ECAI. 
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