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Executive Summary

2025 is a pivotal year in the transition of private finance. The global climate finance
landscape is undergoing considerable changes. Notable modifications in strategic
orientation are occurring in the Glasgow Financial Alliance for Net Zero (GFANZ), and its
banking arm, the Net-Zero Banking Alliance (NZBA), ended on October 3, 2025, following
several months of withdrawals, guidelines softening and members consultations.

Major U.S. banks - Goldman Sachs, JPMorgan Chase, Citigroup, Wells Fargo, Morgan
Stanley - have first withdrawn from the NZBA, reducing the alliance's U.S. banking sector
coverage from 44.6% to just 0.045% of assets. This wave of exits, lately followed by
European banks - HSBC, Barclays and UBS - was driven largely by political pressures as
well as legal pressures like antitrust lawsuits and interpretations of fiduciary duty. And
while the grounds for these legal pressures seem weak, their consequences are not - as
evidenced by BlackRock's departure from NZAM and the end of the NZBA.

Hence, GFANZ has redefined its purpose, from ‘a whole economy transition'in 2021 to
transition finance opportunities and solutions' in 2025 Before its end, the NZBA updated
its guidelines to soften mandatory 1.5°C alignment, now allowing broader, less
prescriptive pathways toward carbon neutrality. Former ‘Guidelines became non-binding
‘Guidance, marking a notable decline in ambition and uniformity of climate targets. This
retreat is seen as a concession to political realities, particularly in the U.S,, but raises
concerns over transparency, accountability and probable greenwashing.

Amid the dilution of climate commitments, a new strategic pivot is emerging: redirecting
efforts toward bridging the energy transition finance gap in emerging markets. This
shift is in line with international objectives and responds to the chronic under-allocation of
global capital to low-carbon projects in the Global South. While promising, the approach's
success will hinge on enhancing the pipeline of “bankable” projects, where risk-return
profiles meet investor requirements to draw in private capital from GFANZ members.

Our study shows that despite institutional withdrawals and relaxed NZBA rules in April
2025, the majority of banks - especially in Europe - have so far maintained their
individual sectoral decarbonization and sustainable financing targets. Almost all
European banks reviewed retained their interim sectoral and financing targets from 2024
to 2025, with a few reinforcing them. In America and Japan, banks displayed a wider range
of reactions. Among 9 banks reviewed, only 3 have explicitly restated their targets in 2025:
Scotiabank, MUFG and Mizuho, others provided limited or no updates, indicating a
potential pause or reconsideration of their climate strategies. Notably, Wells Fargo made
the decision to formally drop its sectoral emissions reduction targets altogether.

2025 was supposed to be the due date for the first interim targets. Instead, the
challenge expected from private finance lies in the means to contribute to global climate
finance goal, and how they will live alongside existing portfolio decarbonization targets.

1 Glasgow Financial Alliance for Net Zero, October 2021 and September 2025



https://web.archive.org/web/20211013110623/https:/www.gfanzero.com/
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Table

EXECULIVE SUMIMIAIY 1..ooovcvviviriessssissssssssss i1 3
TAILE 1 4
1. 2025 pivotal year for private finanCe's tranSitioN ..., 5
11 ASSESSMENT OF WITNAIAWALS . .......oe et 5
1.2, When collective climate action raises legal FiSKS...........n, 8
13. NZBA: from new mandate and softer ‘guidance to the end........cnen 11
1.4. The new GFANZ paradigm: a credible response to the climate finance gap? .....15
2.  Up-to-date inventory of banks interim targets ..., 18
2.1 EUFOPEAN DANKS ..o 18

2.2, American and JAapan@SE DANKS ... 23



Sustainable finance

BSERVATORY

1. 2025: pivotal year for private finance's
transition

1.1. Assessment of withdrawals

Launched in April 2021, the Glasgow Financial Alliance for Net-Zero (GFANZ) brings
together many major players in the financial sector (banks, insurers, asset managers,
institutional investors) around an ambitious goal: to achieve net zero emissions by 2050.
But a recent wave of departures by major financial institutions is raising crucial questions
about the future of this coalition and the alliances that make it up.

Net-Zero alliances: a strategic commitment to decarbonisation

GFANZ's four main coalitions, the Net-Zero Asset Manager Initiative (NZAM), the Net-Zero
Asset Owner Alliance (NZAOA), the Net-Zero Banking Alliance (NZBA) and the Net-Zero
Insurance Alliance (NZIA) were established to accelerate the transition to a low-carbon
economy. According to Paul Bodnar, former head of sustainable investment at BlackRock,
these alliances were crucial in coordinating the financial sector's commitment to
decarbonising the global economy? . A few years later, the same group withdrew from the
NZAM.

BlackRock's withdrawal and its consequences

On 10 January 2025, BlackRock, one of the world's largest asset managers, announced its
withdrawal from the NZAM. This event had a major impact on the sector and immediately
prompted a reaction from the initiative, which reiterated in a press release? dated 10
January 2025 that climate risk remains a major financial risk, reaffirming the legitimacy
of the alliance despite this withdrawal. Nevertheless, the alliance announced in another
press release* dated 13 January 2025 that it had launched a review of its model to ensure
that it remains adapted to recent changes in regulatory expectations, particularly in the
United States. This review process has led to the suspension of signatories' monitoring
and reporting activities, leaving a period of uncertainty about the future of the initiative
and, more importantly, the commitments made by institutions when they joined the
alliance. To this day, the NZAM website still displays this unique statement on the page
where all asset managers' commitments were registered and detailed: NZAM is launching
a review of the initiative to ensure it remains fit for purpose in the new global context.

2 Net-Zero Alliances, the keys to collaboration in the financial sector - BNP Paribas
3 Statement on Blackrock's departure from the initiative
4 Update from the Net Zero Asset Managers initiative



https://group.bnpparibas/actualite/net-zero-alliances-les-cles-de-la-collaboration-au-sein-du-secteur-financier
https://www.netzeroassetmanagers.org/statement-on-blackrocks-departure-from-the-initiative/
https://www.netzeroassetmanagers.org/update-from-the-net-zero-asset-managers-initiative/
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US banks flee

BlackRock's withdrawal is part of a broader trend. On 6 December 2024, Goldman Sachs
became the first US bank to leave the NZBA. This was swiftly followed by other major US
financial institutions, including JPMorgan Chase, Citigroup, Wells Fargo and Morgan
Stanley. Consequently, the proportion of NZBA assets in the US banking sector
dropped from 44.6% at the end of 2023 to just 0.045% by the end of 2024. Of the US
banks that remain members of the alliance, Amalgamated is the largest, with a total
balance sheet of $9 billion — just 0.5% of the average balance sheet of the
aforementioned five banks.

Table 1. Share of NZBA assets in the US banking sector

12/2023 12/2024

Total assets of the USA banking sector (in millions of USD) | 23,164,600 | 23,519,400
Source: Fed

Total NZBA assets in USA banking sector (in millions of

USD) 10,330,694 | 10,597

Total NZBA assets in USA banking sector (in %) 44.6% 0.045%



https://www.federalreserve.gov/releases/h8/default.htm
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Table 2. NZBA status of the world's largest banks (>$1,000bn in assets)

Total Assets
Banks (> $1,000bn in assets)s 31/12/2023 NZBA status®
(USD Bn)

USA | JPMorgan Chase & Co. 3.875.39 Withdrawal on 7 January 2025
USA | Goldman Sachs 1,641.59 Withdrawal on 6 December 2024
USA | Morgan Stanley 1,193.69 Withdrawal on 2 January 2025
USA | Citigroup 2,200.83 Withdrawal on 31 December 2024
USA | Bank of America Corp. 3,180.15 Withdrawal on 31 December 2024
USA | Wells Fargo & Co. 1,932.47 Withdrawal on 20 December 2024
CAN | Bank of Nova Scotia 1,041.11 Withdrawal on 20 January 2024
JAP Mitsubishi UFJ Financial Group 2,816.77 Withdrawal on 4 March 2025
JAP Mizuho 1,023.56 \Withdrawal on 31 March 2025
UK HSBC 2,010.84 Withdrawal on 11 July 2025

UK Barclays 1,891.72 Withdrawal on 1t August 2025
EUR | UBS Group 1,717.25 Withdrawal on 7 July 2025

UK Lloyds Banking Group 1,122.76 Member

EUR | BNP Paribas SA 2,867.44 Member

EUR | Credit Agricole 2.736.95 Member

EUR | Banco Santander 1,086.36 Member

EUR | Deutsche Bank 1,450.57 Member

EUR | Societe Geneérale SA 1,717.49 Member

EUR | BPCE Group 1,706.80 Member

EUR | ING Group 1,078.35 Member

EUR | Credit Mutuel Group 1,262.95 Member

EUR | Intesa Sanpaolo 1,066.74 Member

JAP | Sumitomo Mitsui Financial Group 2,027.34 Member

CHI | Industrial and Commercial Bank of | 6,303.44 Not a member

China (ICBC)

CHI Agricultural Bank of China 5,623.12 Not a member

CHI China Construction Bank 5,400.28 Not a member

CHI Bank of China 4,578.28 Not a member

CHI | Postal Savings Bank of China 2,217.86 Not a member

CHI Bank of Communications 1,082.89 Not a member

CHI China Merchants Bank 1,555.30 Not a member

CHI | Shanghai Pudong Development Bank 1,207.18 Not a member

JAP | Japan Post Bank 1,625.60 Not a member
CAN | Royal Bank of Canada 1,566.41 Not a member
CAN | Toronto-Dominion Bank 1,428.29 Not a member

5 S&P Global, the world's largest banks by assets at the end of 2023

6 UNEPFI - NZBA, Members



https://www.spglobal.com/market-intelligence/en/news-insights/research/the-worlds-largest-banks-by-assets-2024
https://www.unepfi.org/net-zero-banking/members/
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1.2. When collective climate action raises legal risks

This massive withdrawal may largely be attributable to an increasingly hostile political
and regulatory environment and increased perception of legal risk in some jurisdictions.

Accusations of collusion

After Trump's re-election, 11 US state attorney generals filed a lawsuit against the three
largest asset managers — BlackRock, Vanguard Group and State Street Corporation. The
lawsuit alleges that these asset managers cooperated as shareholders in US coal
companies to force a reduction in coal production. These asset managers hold large
stakes in nine major US coal companies — including 34.2% of Arch Resources and 30.4%
of Peabody Energy, the two biggest publicly traded coal producers.”

The complaint claims that their joint participation in climate alliances like the Net Zero
Asset Managers Initiative (NZAM) and Climate Action 100+ is strong evidence of a
horizontal agreement to use their common ownership of coal companies to limit
production. The lawsuit argues that the goal of cutting CO> emissions by more than half
by 2030 and reaching net zero by 2050 harms fair competition in the market. The lawsuit
also says that BlackRock misled shareholders by not informing shareholders its funds
would be used to advance climate goals and claiming its non-ESG funds were focused
only on financial returns, while in fact the firm used all its investments to support its
climate goals.

The legal claims are based on both federal and state laws — including Section 7 of the
Clayton Act, Section 1 of the Sherman Act, and specific antitrust laws from Texas,
Montana, and West Virginia. Texas also sued BlackRock for misleading business practices.
The states asked for several remedies: a formal court statement, financial damages, a
legal order to stop the asset managers from using their shares to influence production,
and civil penalties or fines.

Following these accusations, BlackRock announced its official withdrawal from NZAM on
January 9, 2025, in a public statement?:

‘Many of our largest clients around the world — including 100% in Europe — have
made net zero commitments. That is why we joined various climate finance groups in
recent years. However, our participation in some of these organizations has caused
confusion about BlackRock's practices and exposed us to legal investigations by
various public officials. After a reqular review of our continued involvement in these
groups, we are formally withdrawing from the Net Zero Asset Managers Initiative.”

BlackRock, January 2025

7 Harvard Law School Forum on Corporate Governance, Texas et al. v. BlackRock, Inc. et al.
8 Excerpt from letter to clients on BlackRock's decision to leave NZAM



https://corpgov.law.harvard.edu/2024/12/03/republican-led-states-v-the-big-three-complaint/
https://www.blackrock.com/corporate/newsroom/announcement/blackrock-withdraws-from-nzam

Sustainable finance

BSERVATORY

On May 22, 2025, The Federal Trade Commission (FTC) and the U.S. Department of Justice
(DOJ) filed a Statement of Interest, arguing in favor of the States and supporting the idea
that climate finance coalitions are detrimental to market competition and American
consumers interest®. On July 8, 2025, 'the federal district court for the Eastern District of
Texas denied three large institutional investors' motion to dismiss 13 states’ federal antitrust
claims™.

This may become a test case for the assessment of sustainability cooperation under US
antitrust law. The complaint may fail on the facts because there was no agreement
between the defendants and no impact on competition between the asset managers or
the coal companies or because US antitrust law can allow for a thoughtful efficiency
defence and rule of reason analysis to permit investor cooperation to mitigate market
failures that lead to climate change.™ On the other hand, if the complaint succeeds this
will have critical consequences for collective action on climate change and the existence
of the net zero financial alliances - and indeed regardless of the legal outcome of the
complaint, it can be argued that it is already having an effect due to the withdrawal of
BlackRock from the NZAM initiative.

It should also be noted that while competition and antitrust concerns appear to be
particularly problematic for US members of the net zero financial alliances, the problem is
also apparent in other jurisdictions. Although recent developments in many jurisdictions
seek to provide clarity on membership of a sustainable initiative (which may include
membership of a net zero financial alliance) in terms of compliance with
competition/antitrust laws, the legal framework varies by jurisdiction. And it should be
noted that key financial institutions in Europe have also withdrawn from net zero financial
alliances primarily motivated by concerns over US antitrust laws.*

Fiduciary duty

In this context, it is also worth noting that fiduciary duty continues to be a recurring
argument invoked by financial institutions when navigating the legal uncertainties of
climate-related commitments.

At its core, fiduciary duty refers to the obligation of financial actors to act in the best
interest of their clients. Traditionally, this has been interpreted narrowly in terms of
maximizing financial returns with primary duties of loyalty and care.

In the U.S,, for example, some interpretations hold that fiduciaries must focus exclusively
on financial returns, excluding broader ESG considerations. This may have contributed to
the more cautious, sometimes defensive approach from U.S.-based financial institutions,
especially amid increasing political pushback against ESG investing.

9 FTC and DOJ File Statement of Interest in Energy Collusion Case Against BlackRock, State Street, and
Vanguard

10 climatecasechart.com, Texas v. BlackRock, Inc.

% Dolmans, M., Lin, W., Lee, C., 2025, Sustainable Antitrust Policy in the US — Hot water or Hot Air

2 See Sustainable Finance Observatory (formerly 2° Investing Initiative), 2024, Financing the Transition:
Improving the effectiveness of the Net-Zero Alliances



https://www.ftc.gov/news-events/news/press-releases/2025/05/ftc-doj-file-statement-interest-energy-collusion-case-against-blackrock-state-street-vanguard
https://www.ftc.gov/news-events/news/press-releases/2025/05/ftc-doj-file-statement-interest-energy-collusion-case-against-blackrock-state-street-vanguard
https://climatecasechart.com/case/texas-v-blackrock-inc/
https://www.americanbar.org/groups/international_law/resources/newsletters/sustainable-antitrust-policy-in-us/
https://sustainablefinanceobservatory.org/resource/financing-the-transition-improving-the-effectiveness-of-the-net-zero-alliances/
https://sustainablefinanceobservatory.org/resource/financing-the-transition-improving-the-effectiveness-of-the-net-zero-alliances/
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By contrast, other jurisdictions in theory allow fiduciaries to take into account non-
financial factors, provided they are relevant to long-term value. Case law in such contexts
is beginning to support the inclusion of climate risk as part of prudent investment
behavior. Moreover, reports by the PRI, UNEP FI, and institutions like I4CE argue that
excluding ESG considerations may constitute a breach of fiduciary duty, given growing
evidence that climate and other sustainability risks are financially material over the long
term.

These observations reveal considerable uncertainty about — and variability in relation to -
the interpretation of fiduciary duties in the context of climate risk considerations. Rather
than being definitive in relation to how it should integrate climate risk considerations, the
concept can be considered vulnerable to the external context where it is applied While
including ESG factors might still be challenged in some courts, failing to include them
may increasingly be seen as irresponsible or even negligent and as a risk factor over time.

10
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1.3. NZBA: from new mandate and softer ‘guidance’ to
the end

In a press release® published on 31 December, the GFANZ announced that it would be
dropping the requirement for its members to publish clear targets, thus allowing "any
financial institution working to mobilise capital and reduce barriers to financing the energy
transition to participate”.

In a press release™ in April 2025, the NZBA also announced the renewal of its mandate,
with greater emphasis on liberalising opportunities for financing the decarbonisation of
the real economy. Indeed, members voted overwhelmingly in favour of supporting plans
to strengthen the support the alliance provides to its members. Among the changes
introduced by the NZBA in this new mandate were:

‘Recognise a wider range of trajectories towards carbon neutrality,
aligned with the Paris Agreement's goals of limiting global
temperature rise to well below 2°C and aiming for 1.5°C. This
recognition offers banks with exposure to diverse markets and
sectors greater flexibility to manage their targets and transition their
balance sheets, while incorporating the carbon neutrality
trajectories by 2050, with little or no overshoot of 1.5°C, already used
by many member banks and which remain the benchmarR."

NZBA, April 2025

In this new mandate, the NZBA dropped the obligation to set targets to align with 1.5°C
and replaced an obligation to achieve carbon neutrality by 2050 with a vague target, as
Lucie Pinson, funder of Reclaim Finance NGO, pointed out* : “The proposed text removes
any binding obligation: what was previously presented as ‘quidelines’ for setting targets
becomes mere ‘guidance”.

The vote on the new NZBA mandate was overwhelmingly approved by its members (90%
in favor, with 80% voting™), reflecting a broadly shared willingness to relax climate
ambitions. Despite the lack of transparency in the alliance's governance and voting
process, which does not allow the respective positions of banks to be known, Triodos
Bank publicly stated it had voted against the new mandate. The adoption of this revised

13 Statement from GFANZ L eadership

4 Net-Zero Banking Alliance renews mandate with increased focus on unlocking opportunities for financing
real economy decarbonization

5 | ucie Pinson's Linkedin post

16 NZBA abandons climate goals

11


https://www.gfanzero.com/press/gfanz-will-restructure-and-shift-its-focus-to-addressing-barriers-to-mobilizing-capital/
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Sustainable finance

BSERVATORY

mandate led the bank to leave the alliance on 15 April 2025, in an act of protest. In a press
release, it stated”:

"Triodos Bank believes that by only ‘encouraging’ members to set
and publicly disclose targets to support meeting the temperature
goals of the Paris Agreement, the new guidance provides too
much leeway for banks. Triodos Banks also disapproves letting go
of the requirement to have a 1.5 degrees Celsius target. That is why
Triodos Bank has voted against the proposed changes’

Triodos Bank, April 2025

Indeed, these adjustments marked a loss of ambition that is highly to detrimental the
banks' commitment to decarbonising their portfolios and the incentive to increase
accountability on their climate actions. To this day, no other coalition of banks on climate
action has shown itself to be able to replace the NZBA.

At the same time, these adjustments were in line with the consensus on the need to
prioritise efforts to finance the energy transition in view of the mixed results of portfolio
decarbonisation approaches on financial flows towards decarbonised investments in the
real economy. Indeed, this approach alone is insufficient faced with overall the lack of
demand for climate projects meeting the risk/return expectations of private financiers.

Hence these recent developments raised several concerns: would the lower overall level
of ambition displayed make climate action more politically acceptable given the current
geopolitical context? Will the withdrawal of ambitious commitments not, on the contrary,
make it even more difficult to mobilise private finance for the effective transition of
economies, particularly emerging ones?

Answers are to be found in the late announcement of the end of the NZBA™ on October
3@ 2025. This end comes as the result of a second voting process among members of this
alliance, that was likely to have been generated by the latest departures of European
bank - Barclays*, HSBC?® and UBS?* - a proof that the softening of the guidance failed to
preserve one remaining strength of the alliance: its members.

The end of the NZBA was accompanied by a 4" version of the guidance®, almost
identical to the 3™ but removing all references to the alliance and its members and
presenting itself as a ‘resource” ‘to support banks' climate transitions and establish good
practice’.

7 Triodos Bank leaves NZBA

8 Net Zero Banking Resources, UNEP FI -3 October 2025

19 Statement on the Net Zero Banking Alliance, Barclays, 1 August 2025

20 Statement on the Net Zero Banking Alliance, HSBC, 11 July 2025

21 UBS has withdrawn from the Net-Zero Banking Alliance, UBS, 7 August 2025
22 Guidance for Climate Target Setting for Banks v4 — October 2025
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https://www.triodos.com/en/articles/2025/triodos-bank-leaves-nzba
https://www.unepfi.org/net-zero-banking/
https://home.barclays/news/press-releases/2025/08/Statement-on-the-Net-Zero-Banking-Alliance/
https://www.hsbc.com/news-and-views/news/hsbc-news-archive/statement-on-the-net-zero-banking-alliance
https://www.ubs.com/global/en/media/display-page-ndp/en-20250807-net-zero.html
https://www.unepfi.org/wordpress/wp-content/uploads/2025/10/Guidelines-for-Climate-Change-Target-Setting-for-Bank-V4.pdf
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The comparison below highlights the main changes between the NZBA Guidelines of
April 2024 and the Guidances of April and October 2025,

An explanatory note to the NZBA Guidelines dated May 20242 included the following
terminology: ‘In the Guidelines, verbs have a specific meaning, and the following
terminology is used:

o Shall means that a process is mandatory, on a comply-or-explain basis,
o Should means that a process is optional but strongly recommended,
o May means that a process is optional ”

Version 2 of April 2024 Guidelines introduced a new requirement for target setting for
capital market activities*. The same requirements applied to capital market activities as
to lending activities. These targets, which were supposed to be published from 1%
November 2025, appear to have been removed since they no longer appear in the 2025
Guidance (so even before the initial requirements came into force). Admittedly, the
inclusion of capital market activities requires considerable effort, particularly in terms of
data collection. Nevertheless, the Alliance had anticipated these efforts, providing for a
gradual implementation period and accompanying resources to help its members define
their objectives for capital markets. This removal has been confirmed by the latest 4™
version of the Guidance.

2 Supporting Notes for guidelines for climate target setting version 2
24 The latter refers to the actions of bookrunners in issuing new debt and equity instruments for public and
private companies, as well as in syndicated loans.

13


https://www.unepfi.org/wordpress/wp-content/uploads/2024/05/Supporting-Notes-for-the-Guidelines-for-Climate-Target-Setting-Version-2.pdf

Table 3. Changes in NZBA guidelines between 2024 and 2025

Guidelines for Climate Target Setting  Guidance for Climate Target Setting

for Banks v2 - April 202425

Ambition

Targets shall at a minimum align with a
goal to limit global warming to 1.5°C
above the preindustrial average by the
end of the century, be science-based
and support the transition towards a
net-zero economy by 2050.

Targets

Banks shall set, at a minimum, a 2030
(or sooner) and 2050 target.

Four guidelines

Intermediate targets

Banks shall set an intermediate target
for 2030 or sooner and may set further
intermediate targets.

Capital market activities

Capital markets arranging and
underwriting activities refer to the
actions of bookrunners in the issuance
of new debt and equity instruments for
both public and private companies,
and syndicated loans

It is not required to include structuring
and/or advisory services on equity and
debt securities or advisory services
including on mergers and acquisitions.
Note that the banR's issuance of its
own capital instruments is not included

Banks are encouraged to include
capital market activities in targets as
soon as practicable. Banks shall have
reviewed existing targets to include
capital markets activities by 1
November 2025 and include capital
markets activities in any new targets
set after 1 November 2025.

for Banks v3 - April 20252%

Ambition

Targets should align with the goals of
the Paris Agreement, aiming to limit
global warming to well below 2°C,
striving for 1.5°C, as established by
world governments in 2015, be science-
based and support the global transition
towards a net-zero economy.

Targets

Banks are recommended to set a 2030
and a 2050 target.

Four recommendations

Intermediate targets

Banks should set an intermediate
target for 2030 and may set further
intermediate targets.

Capital market activities

Capital markets arranging and
underwriting activities refer to the
actions of bookrunners in the issuance
of new debt and equity instruments for
both public and private companies,
and syndicated loans

It is not suggested to include
structuring and/or advisory services on
equity and debt securities or advisory
services including on mergers and
acquisitions. Note that the bank's
issuance of its own capital instruments
is not included.

25 Guidelines for Climate Target Setting for Banks v2 — April 2024

2 Guidance for Climate Target Setting for Banks v3 — April 2025

27 Guidance for Climate Target Setting for Banks v4 — October 2025
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Guidance for Climate Target Setting
for Banks v4 - October 2025%7

Ambition

identical

Targets

identical
Four recommendations

Intermediate targets

identical

Capital market activities

identical

14
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1.4. The new GFANZ paradigm: a credible response to
the climate finance gap?

As indicated in its press release 2025: New Year Update from the GFANZ Secretariat, the
GFANZ coalition seems to have changed direction and wishes to focus its action on closing
the global investment gap:

GFANZ will turn its focus to closing the investment gap to help unlock the
more than $5 trillion a year opportunity created by countries modernizing
their energy systems and putting economies onto a low-carbon path in
the next decade. This will help strengthen growth, create jobs globally,
and help mobilize the capital needed for the transition, especially in
emerging markets and developing countries (EMDCs).

GFANZ, January 2025

This decision seems to be in line with the objectives set by the international community
at COP29, which aim to triple finance to developing countries from USD 100 billion to USD
300 billion annually in order to scale up total financing to USD 1.3 trillion by 2035, by
mobilizing public and private sources®

The need to finance the transition in emerging countries

The figures are revealing: developing countries, which are estimated to account for two
third of greenhouse gas emissions?, are suffering from a structural financing shortfall.
Financing the climate transition in developing countries is the United Nations' top priority
if the Paris climate agreement is to be reached, accounting for almost half of the world's
climate investment needs by 2035 in the LDCs excluding China¥*. According to the IMF
and the UN, 70 to 90% investment needs must be covered by private capital. However,
95% of global capital remains invested in developed countries and China. This under-
allocation is not linked to a lack of available capital. On the contrary, there is an
overabundance of global liquidity, with an estimated $482 trillion of global financial assets
3 compared to only USD 1.3 Trillion of global annual climate finance. The blockage stems
mainly from the lack of "bankable" projects, which meet the risk/return profile of public
and private financiers in economic and institutional contexts marked by multiple
challenges. Here bankability is referred to in the broad sense accepted by public and
private financiers as the project's capacity to be financially sustainable, operationally
viable and capable of operating successfully over the long term (i.e. the project will not

28 COP29 UN Climate Conference Agrees to Triple Finance to Developing Countries, Protecting Lives and
Livelihoods

29 | isa Sachs, Director of the Columbia Center on Sustainable Investment

3¢ Raising ambition and accelerating delivery of climate finance - IHLEG

3t Private Investment Mobilization Action Plan Consultations Report
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