
The purpose of this document is to help provide answers to some frequently asked questions 
related to sustainable finance through the lens of the SDG Lab at UN Geneva. These responses 
are intended to help spur greater understanding and dialogue within the sustainable finance 
space ahead of the 2021 edition of Building Bridges Week, 29 November to 2 December 2021.

What is sustainable finance? 

Sustainable finance refers to the integration of environmental, social and governance (ESG) 
criteria into financial services. A newer approach to financial analysis, it goes beyond the 
traditional focus on profits and losses to consider issues such as how companies respond to the 
climate crisis and how they treat employees, customers, and shareholders, among others. 

Investors are increasingly using this strategy to evaluate financial risks, identify opportunities and 
express their values. As more companies build sustainability and ESG factors into their business 
model and culture, sustainability reporting will likely become standard practice in finance.

What activities fall within the scope of sustainable finance?
 
Sustainable finance is a broad category for investments that incorporate one or more ESG 
factors. Environmental factors might include climate mitigation, pollution prevention and the 
preservation of biodiversity. Social considerations could refer to labor relations, workplace 
diversity and consumer protection. Governance covers a range of corporate activities including 
company pol-icies and standards as well as board and management structures. 

Sustainable finance encompasses social investing, ethical investing, green bonds and financing 
for sustainable projects and businesses. The narrowest approach is exclusion, which rules out 
harmful outputs like coal and tobacco. 

Impact investing, which aims to generate measurable social or environmental benefits alongside 
a financial return, falls under the banner of sustainable finance. Another strategy is thematic 
investing, which focuses on predicted long-term trends, such as renewable energy and smart 
cities, rather than specific companies or sectors. For banks, sustainable finance can have different 
functions: investment; credit and financing; and capital market and securities issuance.

Why is sustainable finance important? 

Financial service providers play a key role in the transition towards a sustainable economy and 
society. Sustainable finance unlocks investment for economic activities and projects that deliver 
better outcomes for people and the planet. In this way, it has a key role to play in funding the 
Sustainable Development Goals (SDGs) and the transition to a resilient, efficient, and equitable 
global socio-economic model. 

Integrating SDG and ESG factors into investment decisions can also help identify risks and 
opportunities that traditional analysis may not uncover. This can future-proof investments and 
in some cases boost returns.
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How big is the sustainable finance market?

ESG analysis is a factor in at least US$ 35.3 trillion of assets under management, or more than a 
third of AUM in five of the world’s biggest markets, according to the Global Sustainable Investment 
Alliance. 

The UN Conference on Trade and Development estimates that the value of sustainability-
dedicated investments amounted to US$ 3.2 trillion in 2020, up more than 80 percent from 2019. 
These products include sustainable funds (over US$ 1.7 trillion), green bonds (over US$ 1 tril-lion), 
social bonds (US$ 212 billion) and mixed-sustainability bonds that combine green and social 
projects (US$ 218 billion).  

Most sustainability-themed funds are domiciled in Europe, followed by North America. 
Developing and transition economies remain largely absent from the sustainable fund market. 
This geographical imbalance is undermining progress toward the SDGs.
How much financing is needed to achieve the SDGs?  

Reaching the 17 goals set forth in the 2030 Agenda for Sustainable Development requires an 
estimated investment of US$ 5 trillion to US$ 7 trillion per year between 2015 and 2030. This 
includes US$ 3.3 trillion to US$ 4.5 trillion per year for developing countries. While the annual 
outlay amounts to less than 2 percent of the total assets held by banks, institutional investors, or 
asset managers, it far surpasses the capacity of public resources.

The COVID-19 crisis has rolled back progress on the SDGs, widening what was already a US$ 2.5 
trillion annual financing gap. All but one SDG investment sector (renewable energy) registered 
a double-digit decline from pre-COVID-19 levels. The shock exacerbated declines in are-as that 
were weak before the pandemic, such as funding for water and sanitation and new hospi-tals 
and schools. 

What is SDG-aligned finance?

ESG investing focuses on conduct and operations: Does the business produce goods in an 
environmentally responsible way? Is it treating its workers well? Does it engage positively with the 
community? SDG-aligned finance is more concerned with purpose: What products are produced 
and for whom? Do they help or harm society? Do they consider multiple positive benefits, across 
social, environmental and governance related outcomes?

There is growing awareness of the importance of the SDGs as a framework for sustainable fi-
nance. Many already disclose information on their SDG performance alongside their ESG reports. 
Institutional investors such as pension funds are also committing to this strategy, recognizing its 
potential to open opportunities and tackle global challenges.

However, measuring the impact of a product or service is complex and there is no consensus or 
universal approach on how to do this. The UN SDG Impact Standards offers private equity funds 
and bond issuers guidance on how to contribute to the goals.
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How is sustainability measured? 
 
Investors rely on third-party reports and ratings to measure evaluate and sustainability 
performance, but the methods and scope vary widely. The lack of consistent, comprehensive, 
and comparable data has raised concerns that companies can misrepresent their sustainability 
performance. 

Regulatory initiatives are underway to bring more transparency for investors focused on ESG 
issues. The Sustainable Finance Disclosure Regulation, which came into force in 2021, imposes 
standardized ESG disclosure obligations on asset managers selling financial products into the 
EU. Starting in 2022, further disclosures will be required under the EU Taxonomy Regulation, which 
sets conditions an economic activity must meet to qualify as environmentally sustainable. In the 
U.S., the Securities and Exchange Commission is working on a rule to increase climate disclosers 
by stock issuers.

What is the UN doing to help?

Much work has been done over the past decade by numerous stakeholders, from asset owners 
to financial institutions, exchanges to regulators, and policymakers. Better coordination and 
effective monitoring of their activities can help accelerate the transition. 

For its part, the United Nations has been a leading voice in advocating for and mobilizing more 
investment for the SDGs. The Secretary-General’s “Roadmap for Financing the 2030 Agenda for 
Sustainable Development 2019 – 2021” and the Global Investors for Sustainable Development (GISD) 
Alliance are among several UN initiatives to accelerate financing for sustainable development. 
They also include the recent launch of the UN Global Sustainable Finance Observatory, which will 
record relevant instruments and outputs on a virtual platform to enhance the evaluation and 
monitoring of sustainable finance products and services. 

How can developing countries attract sustainable investment?

Despite growing interest in SDG-enabling investments, many developing countries do not have 
structures in place to advance these approaches. There is also limited understanding of how 
sustainable investments can help drive financial performance. For their part, investors and 
companies often have little information about possible SDG-focused private-sector investments 
or how to align existing investments in support of local SDG priorities.

The UN Development Programme (UNDP) is working with individual countries to transform their 
SDG priorities into investor roadmaps that point to impactful investment areas. The SDG Lab 
supports this work through its Pipeline Builder, which seeks to streamline and boost capital to 
projects aligned with national sustainable development strategies. 
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In addition, the SDG Lab is committed to bringing Member States to the dialogue between finance 
and developing communities, including to the Building Bridges Week, for a better understanding 
of national priorities and to highlight progress in creating enabling environments. 

A founding partner of Building Bridges Week, SDG Lab has played an instrumental role in bringing 
together Geneva’s finance and sustainable development communities to work towards driving 
more capital to the SDGs at country level.

How can we fill the SDG financing gap? 

More capital should be aligned with the SDGs and deployed in developing and transition 
economies where it would have the biggest impact. 

In 2020, the Organisation for Economic Co-operation and Development (OECD) and UNDP  
introduced a plan to help public and private actors identify and prioritize investments contributing 
to the SDGs. Aligning capital flows with the SDGs can unlock the volumes of finance needed to 
meet the goals.

Achieving the SDGs will have a transformational impact on lives around the world in the form of 
better economic opportunities, improved health and wellbeing, and a safe, clean and sustainable 
environment. According to the Business and Sustainable Development Commission, achieving 
the SDGs opens some US$ 12 trillion of market opportunities and 380 million new jobs. 
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