
BLENDED finance and carbon mar-
kets are the two main financing
mechanisms that could channel
capital from developed countries
toemergingmarkets,andhelplow-
er theirdecarbonisationcosts,said
DBS former chief executive officer
Piyush Gupta.

Driving down the costs of fi-
nancing is crucial to scale energy
transition in emerging markets, as
projects in these economies are
typically not bankable, said Gupta,
who is also the chairman of Singa-
pore Management University.

Speaking in a panel organised
by the university on Tuesday (Aug
26), he said that with blended fi-
nance, governments in developed
markets – through their donations
to multilateral agencies – can pro-
vide capital to emerging markets
more indirectly.

It would not be the same as the
climate finance commitment de-
veloped countries are obligated to
provide for developing countries
under the Paris Agreement; those
are direct grants or loans, which
would likely be less palatable to
voters in the developed world.

Under the Paris Agreement, de-
veloped countries are required to
provide at least US$100 billion a
year until 2025. The new quantum
of US$300 billion was the headline
number countries were tussling
over at the United Nations climate
change conference (COP29) held in
Baku, Azerbaijan, last year.

Gupta said: “It’s very hard for
any developed country to put into
the budget. Can you imagine
you’re sitting in Germany, you get

elected and say: ‘I am going to sign
a $10 billion check to Myanmar’.
It’ll never happen. So it is why the
official channels of flows are high-
ly unlikely to happen.”

However, capital from devel-
oped markets, when channelled
through multilateral agencies par-
ticipating in blended-finance pro-
grammes, are one level removed,
said Gupta.

Blendedfinance isacapital-rais-
ing approach that leans on inves-
tors with higher risk appetites,
such as multilateral development
banks, development finance insti-
tutions, philanthropists or govern-
ments, toprovidetheconcessional
or catalytic capital that pulls in
more commercial investors.

“Thatstill requiresa lotofpoliti-
cal will in the (Global) North, but
because it is one step removed, it’s
not ‘in your face’ for the voters,”
said Gupta.

“So for the shareholders and
providersofcapital, thedeveloped
worldcouldactuallybeabletosup-
port multilateral agencies and let

them guarantee – and therefore
lower – the cost of financing for re-
newable and sustainable projects
in the (Global) South,” he added.

As for carbon markets, Gupta
said having a carbon price and the
right policy support are important
components to get it working ef-
fectively.

“So when you do that, a large
numberof thesolutions forcarbon
capture, carbon abatement, defor-
estation, nature-based solutions
are all in the (Global) South. And
therefore, you create a market-dri-
ven mechanism for money to flow
from the North to the South,” he
said.

While it is important for the
Global North to bear responsibility
for historically emitting the most
and causing the climate crisis, Da-
milola Ogunbiyi, Special Represen-
tative of the UN Secretary-General
for Sustainable Energy for All, said
that the developing world actually
has the resources to help itself.

Ogunbiyi, who was also among
the panellists on Tuesday, said

emerging markets need to utilise
money and subsidies better, and
engagewith their local capitalmar-
kets more.

“You also have to look within
your only local resources and say
that: ‘Yes, debt crisis and everyth-
ing,butcan Iusemyresourcesbet-
ter for these issues that I have on
groundthatdirectlyaffectmypeo-
ple and affect my environment?’

“I do not think the Global North

is thesaviouroftheGlobalSouthat
all. It has never happened, and it’s
never going to happen. We have to
save ourselves, and we have to do
what is good for our population,”
she added.

Echoing her sentiment, Rajiv
Lall, a professorial research fellow
at SMU’s Singapore Green Finance
Centre, said that the best way to
crowd-in private capital is for go-
vernments in emerging markets to

make the rightpolicychoices to re-
ducetheriskof investingfor inves-
tors.

He said that China and India
have made progress on this front,
but that South-east Asia is a lag-
gard.

“We cannot make (blended fi-
nance) the bread and butter of cli-
mate finance; it can only be a cata-
lyst to crowd-in private capital,” he
added.
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