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The market of sustainable finance instruments has experienced a strong
growth in the last years, sustained by a series of factors:
-

The initiatives of United Nations, that in 2015 launched The Sustainable
Development Agenda, through which “all countries will mobilize effort to
end all forms of poverty, fight inequalities and tackle climate change”1;
The growing demand for responsible investments from retail and
institutional investors;
The increased awareness of financial and corporate institutions
towards environmental issues.

-

In this context Green bond market has expanded since 2007, reaching its
peak in 2018, when $168.5bn of new bonds were issued by 193 issuers2
reaching a cumulative issuance amount of around $521bn. In 2019, global
issuance is expected to reach a record $200bn. That growth is impressive,
but green bonds remains a small sliver of the $100tn global bond market.
Green bonds are part of the wider labelled bond universe which includes
also sustainability bonds, social bonds and SDG bonds (“Sustainable
Development Goals” bonds), so it is important to clarify the main features
and the different types of green bonds.
Our analysis reaches the following conclusions:
green bonds offer similar market returns as conventional bonds, and
the spread differences between bond of the same issuers or comparable
are part of usual market dynamics (e.g. liquidity) not depending on the
green nature of the bonds;
green bonds could meet investor demand for sustainable investing
products;
for the issuers, green bonds could be a signal to the market that the
company is focus on climate impacts and could have an important
positive reputational impact.
The report is divided in the following sections:
1. Definitions
2.

Type of Green bonds

3.

Guidelines &standards: focus on ICMA principles

4.

EU green bond standard proposed

5.

Market: size and type of issuers

6.

Italian market of Green Bond

7.

Italian issues: UBI – Ferrovie dello Stato

8.

Secondary market performance

9.

Conclusions

1 https://www.un.org/sustainabledevelopment/development-agenda/
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Source: Climate Bonds Initiative as of 31/12/2018.
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1.

Definitions

According to the “Green Bond Priciples” (GBP), published in June 2018 and created in
2017 by the ICMA, Green bonds are type of bonds instruments whose proceeds are
used in part or in full to finance or re-finance new and/or existing projects with
clear environmental benefits (e.g energy efficiency, climate change adaptation,
renewable energy). These projects have to be aligned with the first component of the
GBP, “Use of Proceeds”.
Conversely, social bonds are instruments whose proceeds are used to finance or refinance in part or in full new and/or existing Social Projects, for example projects
providing or/and promoting:
-

Affordable basic infrastructure (e.g. clean drinking water, sewers, sanitation,
transport, energy)
Access to essential services (e.g. health, education and vocational training,
healthcare, financing and financial services)
Affordable housing
Employment generation including through the potential effect of SME financing
and microfinance
Food security
Socioeconomic advancement and empowerment

…targeted to specific categories (marginalized populations, migrants, people with
disabilities, etc).
SDG (“Sustainable Development Goals”) bonds are mixed instrument between Green
and social bonds, as they are debt instruments whose proceeds are used to finance or
re-finance new and/or existing projects which have both Green and Social objects.
These bonds are often linked to the goals listed in 2030 Sustainable Development
Agenda, promoted by the United Nations and adopted by the world leaders in
September 2015.
The 17 goals address the main problems that affect globally the worlds, such as
poverty, environmental degradation and inequality.
THE SUSTAINABLE DEVELOPMENT GOALS

Source: https://www.un.org/sustainabledevelopment/development-agenda/
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2.

Type of Green bonds

Depending on the structure of the bonds, market have classified green bonds in four
different categories:
-

Standard Green Use of Proceeds Bond: a standard senior unsecured debt,
(recourse-to-the-issuer debt obligation) aligned with the GBP. In this case the
issuer could choice to track the use of the proceeds of the issuance or to move
the proceeds in a defined cash account used to finance the project;

-

Green Revenue Bond: a “non-recourse-to-the-issuer” debt obligation aligned
with the GBP where the credit exposure is linked to the pledged cash flows of
the revenue streams, fees, taxes etc., and whose use of proceeds go to related or
unrelated Green Projects;

-

Green Project Bond: a project bond for a single or multiple Green Project(s)
aligned with the GBP for which the investor has direct exposure to the risk of the
projects and with or without potential recourse to the issuer. In this case the
investors will run directly the risk of the project;

-

Green Securitized Bond: a bond collateralised by one or more specific Green
Project(s), where the first source of the repayment is generally the cash flows of
the assets. These kinds of bonds include covered bonds and Asset Backed
securities;

Regarding the issuers, Green bonds were firstly issued by supranational organizations
as the European Investment Bank (EIB) which printed its first Green bond in 2007 but
nowadays both financials, sovereigns and corporates have entered the market of
labeled bond markets.

3.

Guidelines and standards: focus on GBP set by the ICMA

In the wave of the increased interest in sustainable finance, European authority are
working to set a green bonds standard (EU GBS), publishing last March a preliminary
recommendation.
However, at the moment there is not an official and legal definitions of green
bonds, so market players have set specific conventions to define these instruments.
As already stated, the main market convention was set by the ICMA (“International
Capital Market Association”) through the “Green Bond Principles” (GBP).
We remind that the ICMA does not issue a specific certification regarding the
compliance of the bond to the GBP principles but it is the issuer that through the
prospectus states the bond’s compliance with the principles.
Consequently, the GBP set a voluntary guidelines that issuer could follow in launching
a green bond in line with market standard.
They are also useful for investors as they are a helpful instrument which promotes
the access of the relevant information for the investment.
The GBP are composed of four pillars:
Use of Proceeds
Process for Project Evaluation and Selection
Management of the proceeds
Reporting

3
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Use of proceeds
The use of proceeds is the crucial element of the green bond: cash has to be utilized
only to finance adequate Green Projects, which should be described properly in the
legal documentation, typically using a “use-of-proceeds” section.
In case where the total amount or a part it is used to refinance a green project, the
issuer should give disclosure or an estimation of the share of financing vs re-financing
and define which projects could be refinanced and the look-back period for the
refinanced Green projects.
The projects must have a clear positive environmental impact, have must be
identified before the issuance and as already stated they have to be described in the
“use-of-proceeds” section of the prospectus.
GBP provides a non-exhaustive list of eligible projects, which is reported below:
a.

renewable energy (including production, transmission, appliances and products);

b.

energy efficiency (such as in new and refurbished buildings, energy storage,
district heating, smart grids, appliances and products);

c.

pollution prevention and control (including reduction of air emissions,
greenhouse gas control, soil remediation, waste prevention, waste reduction,
waste recycling and energy/emission-efficient waste to energy);

d.

environmentally sustainable management of living natural resources and land
use (including environmentally sustainable agriculture; environmentally
sustainable animal husbandry; climate smart farm inputs such as biological crop
protection or drip-irrigation; environmentally sustainable fishery and
aquaculture; environmentally-sustainable forestry, including afforestation or
reforestation, and preservation or restoration of natural landscapes);

e.

terrestrial and aquatic biodiversity conservation (including the protection of
coastal, marine and watershed environments);

f.

clean transportation (such as electric, hybrid, public, rail, non-motorised, multimodal transportation, infrastructure for clean energy vehicles and reduction of
harmful emissions);

g.

sustainable water and wastewater management (including sustainable
infrastructure for clean and/or drinking water, wastewater treatment,
sustainable urban drainage systems and river training and other forms of
flooding mitigation);

h.

climate change adaptation (including information support systems, such as
climate observation and early warning systems);

i.

eco-efficient and/or circular economy adapted products, production
technologies and processes (such as development and introduction of
environmentally sustainable products, with an eco-label or environmental
certification, resource-efficient packaging and distribution);

j.

green buildings which meet regional, national or internationally recognized
standards or certifications.

Process of Project evaluation and selection
The second pillar is the issuer disclosure of the project evaluation and selection
process. In details, GBP states that an “issuer of a Green Bond should clearly
communicate to investors”:
the environmental sustainability objectives;
the process by which the issuer determines how the projects fit within the
eligible Green Projects categories;
the related eligibility criteria, including, if applicable, exclusion criteria or any
other process applied to identify and manage potentially material environmental
and social risks associated with the projects.
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The key message is the high level of transparency requested, and for this purpose
issuers usually use external review to define and then disclose their project
valuation process.

Management of the proceeds
The main concept of this principle is that the cash of the bonds should be moved to a
dedicated account or a sub-portfolio or otherwise the issuer should track the
proceeds in the proper manner through an internal formal process linked to the
issuer’s lending and investment operations related to the Green project.
GBP also encourages issuer to increase the level of transparency using an external
auditor who should check the allocations of the funds.

Reporting
Reporting in the more efficient and transparent way is crucial. Issuers have to
produce a detailed report at least annually and however till proceeds will have been
fully allocated. The report should include:
-

the list of the eligible green projects financed
a brief description of the projects
the amount of the proceeds allocated to each project
the expected impact of the projects

GBP stressed the importance of transparency in communicating the expected impact
of the projects and encouraged issuers to use quantitative metrics and the main
methodologies used to quantify the impact. GBP also describes the importance of the
Green bond framework, a document which describes the main features of a green
bond and the compliance of the issuance to the four principles of the document.

The importance of an external Review
Even if it is not one of the four principles previously described, GBP highlighted the
importance for an issuer to appoint an external review to confirm the compliance of
the green bond to principles. The review could entail the whole Green Bond
framework, but could also be done for a single issue or for some
procedures/underlying assets of the bond. We can summarize the external review in
four main types, which could be used separately or combined:
1. Second Party Opinion:
In this case an institution which is completely independent from the issuer could
issue its second party opinion, judging the compliance of the issue to the four
principles, assessing issuer’s objectives, policy and process related to sustainability,
and giving its advisory to the Green Bond framework.
2. Verification:
Similar to the second party opinion, the verification could be obtained against a
designated set of criteria (typically pertaining to business processes and/or
environmental criteria) or against the four GBP principles, so attesting the issuer’s
internal tracking method for use of proceeds, the allocation of funds from Green
Bond proceeds, a statement of environmental impact of the projects.
3. Certification:
An issuer could produce its own Green Bond framework and then ask for a
certification tested by accredited third parties.
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4. Green Bond Scoring/Rating:
An issuer could produce its own Green Bond framework or a key feature such as Use
of Proceeds that then will be evaluated by qualified third parties through an
established scoring/rating methodologies.
According to market practice, a green bond issuer usually decide to issue a “green
bond framework” which:
contains the issuer’s policy to comply with the four principles
is judged by the entity that also provides the second party opinion
is published on corporate’s website

4.

EU Green bond standard

On the back of the action plan on financing sustainable growth, issued by the
European Commission in March 2018, European authorities established in July a
“Technical Expert Group” (TEG) to assist the action plan. On 6 March 2019, TEG
released a preliminary recommendations ofr an EU green bond standard (EU GBS).
The document received roughly 100 feedbacks which mainly support the creation of
EU standard.
As ICMA principles, EU GBS set a voluntary standard for issuers defining four main
pillars for Green bonds, with some differences:
Pre-existing projects would have been started no more than 3 years ago
Definitions of a minimum content for the green bond framework
Definitions of a minimum content for Reporting, with the introduction of the
“green bond ratio”, representing “ total amount of green bonds outstanding
divided by the total amount of debt outstanding at the end of the reporting
period”3
The final document will set the taxonomy of sustainable economic activities and the
EU GBS with deadline in the end of 2019, with next step the presentation of the final
recommendations to the European Commission in June 2019 through the TEG report.

5.

Market: size and type of issuers

Green bond market has experienced a significant growth worldwide both in since and
type of issuers since its birth in July 2007, when the European Investment Banks
issued the first Climate Awareness Bonds (CAB), reaching $168.5bn of new bonds
issued by 193 issuers4 in 2018 for a cumulative issuance amounts of around
$521bn, of which $130bn issued by European names.
In 2018 roughly 40% of the total $168.5bn issued (+6.2% YoY) were Euro
instruments, followed by USD (31%) and Chinese Yuan (13%). The market was
dominated by financials (30% of the total amount) and corporates (18%), but also
sovereigns and agencies were frequent issuers, increasing way to raise capital to fund
climate projects.
In Europe, France has been historically the major issuer of green bonds ($56.7bn),
followed by Germany and Netherlands.

3

Report of the Technical Expert Group (TEG), subgroup on Green Bond Standard. Proposal for an EU Green Bond
Standard, 6 March 2019
4 Source: Climate Bonds Initiative as of 31/12/2018.
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2018 ISSUES BY CURRENCY
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Source: Climate bond Initiative, data as of 31/12/2018

2018 ISSUES BY TYPE OF ISSUERS
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Source: Climate bond Initiative, data as of 31/12/2018

Green bonds have reached in 1Q19 $47.9bn, surpassing the volume printed in 1Q18
($33.8bn) by 42%, confirming the positive trend of the last years. In developed
markets, the growth was mainly driven by corporates, which represented 37% of the
total amount, and financials (19%). In 2019, global issuance is expected to reach a
record $200bn. That growth is impressive, but green bonds remains a small sliver of
the $100tn global bond market.
Over time, green bonds have exhibited a growth in average deal size. This is positive
as larger deals can provide more liquidity and depth to the market, and thus attract
additional investors.
The average green bond deal size in 2018 was $107mn, slightly up from 2017, when
it was $104mn. However, the trend is more pronounced, when Fannie Mae deals (the
main issuer in 2018 with $20.1bn) are excluded, as nearly all the agency’s issues are
up to $100mn. Excluding Fannie Mae, the average size of deals issued in 2018 was
$320mn, or the same as 2017, but higher than the $294mn achieved in 2016 and
+74% on the 2015 average of $184mn.
In 2018, bonds within the “up to 5Y” range made up the largest tenor category,
while the 5-10Y bracket was the largest in 2017, with a quarter of the annual issuance
volume. 2018 deals with a 5-10Y tenor amounted to a similar volume as last year, but
represented 37% of annual issuance as long-dated deals of 20Y or more decreased in
volume. We think that this preference towards short-dated bonds could partly be
attributed to higher market volatility and rising interest rates in 2018. Short-duration
strategy is a way of reducing exposure to interest rate risk.
7

IMPORTANT DISCLOSURES APPEAR AT THE BACK OF THIS REPORT

GREEN BOND| June 10, 2019

2018 GREEN BONDS DURATION

Source: Climate bond Initiative, Dec 31, 2018

Senior unsecured bonds are the most common green bond format, but the market
has seen an increasing diversification of other bond types. Securitisation remained
the 2nd largest bond format, driven by the $20bn issued by Fannie Mae (use:
building). However, in 2018, there was a notable surge in popularity for covered
bonds, MTNs, sukuk and green loans.
TOP 5 BOND TYPES IN THE 2018 GREEN BOND MARKET
Bond type
Senior unsecured
ABS/MBS
Senior secured
Covered bond
Loan

Amount issued (bn)
98
24.6
6.8
6
5.1

2018
59%
15%
4%
4%
3%

Source: Climate bond Initiative, Dec 31, 2018

6.

The Italian market

European markets have already provided specific segments to trade green bonds,
with Luxemburg stock Exchange, with more than 160 green bonds listed, and
Euronext Dublin the two main markets in Europe.
In Italy, Borsa Italiana through Mot and Extra Mot provided segments to trade green
bond, creating also a list of listed green bonds.
To obtain the inclusion in the list, the issuer has to:
Give evidence of an external certification that has verified the compliance to
the GBP principles;
Give at least annual disclosure of the use of proceeds in green projects until the
complete allocation of the fund.
In the absence of such information, Borsa Italiana could delete the bond from the list.
MAIN ITALIAN GREEN BOND ISSUES (€ MN)
Issuer Name
ERG SPA
UNIONE DI BANCHE ITALIANE
TERNA SPA
ENEL FINANCE INTL NV
IREN SPA
TERNA SPA
ENEL FINANCE INTL NV
FERROVIE DELLO STATO
IREN SPA
INTESA SANPAOLO SPA
ENEL FINANCE INTL NV
ALPERIA SPA
Total amount

Rating
NR
BBBBBB
BBB+
BBB
BBB
BBB+
BBB
BBB
BBB
BBB+
-

Currency Outstanding (€ mn)
EUR
500
EUR
500
EUR
500
EUR
1,000
EUR
500
EUR
1,000
EUR
1,250
EUR
600
EUR
500
EUR
500
EUR
1,250
EUR
100
8,200

Payment Rank
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred
Sr Preferred

Issue date
11/04/2019
10/04/2019
10/04/2019
21/01/2019
19/09/2018
23/07/2018
16/01/2018
07/12/2017
24/10/2017
27/06/2017
16/01/2017
30/06/2016

Source: Bloomberg
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Maturity
11/01/2025
10/04/2024
10/04/2026
21/04/2025
19/06/2025
23/07/2023
16/06/2026
07/12/2023
24/07/2027
27/06/2022
16/09/2024
30/06/2023

Coupon (in %)
1.875
1.500
1.000
1.500
1.950
1.000
1.125
0.875
1.500
0.875
1.000
1.410

GREEN BOND| June 10, 2019

In the table above we’ve listed the main green bonds issued by Italian names. Nonfinancial institutions (mainly utilities) are the main issuers but also some financial names
as Intesa and UBI approached the green bond markets. According to Bloomberg, the
total amount of green bond issued by Italian names reached €8.2bn.

7.

Italian Green Bond: UBI – Ferrovie dello Stato

In this section we briefly show the cases of the issuance of a green bond by UBI
Banca and Ferrovie dello Stato.
Last April 2019, UBI successfully placed € 500mn Green Bond issuance, with 5 year
maturity (April 2024), fixed coupon of 1.5% and rated BBB-/Baa3/BBB- respectively
by S&P, Moody’s and Fitch.
The proceeds will be used to refinance a Project Finance energy portfolio of
€1.26bn (in an overall portfolio of € 1.87bn) which focuses primarily (86%) on solar
energy and wind power, and the issuance was made simply under the Group’s EMTN
Programme. The bond, reserved to institutional investors, is listed on the Irish stock
exchange.
OVERVIEW OF THE INAUGURAL GREEN BOND ISSUANCE

Source: https://www.ubibanca.it/pagine/Green-Social-and-Sustainable-bonds-IT.aspx

FOCUS ON THE RENEWABLE ENERGY PORTFOLIO SELECTION

Source: https://www.ubibanca.it/pagine/Green-Social-and-Sustainable-bonds-IT.aspx
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The issuance was met with strong demand from approximately 150 investors, with
orders reaching close to €1.5bn. This allowed to tighten the initial spread guidance of
mid-swap +170/175 bps to the final level of +150bps over the 5 year mid-swap. In
terms of type of investor, subscription was mainly by Funds (68%) with a strong
component of funds with ESG/Green mandates.
Before the issuance, UBI published in December 2018 on its website its Sustainable
Framework, in order to clarify and give disclosure to the investors how the bank will
issue Green, Social and Sustainability Bonds and the compliance with the principles
set by the ICMA.
The framework clarifies the features of the green eligible projects, the process for
project and evaluation and selection, the management of proceeds and the
commitment of the issuer to publish annually an allocation report and impact report.
The allocation report will provide the following information:
The total amount of proceeds allocated per Eligible Projects category
Share of financing and refinancing (in %)
The amount of unallocated proceeds.
While the impact report will measure through a series of output metrics the effects of
the Green Eligible Projects.
UBI also hire an external review (ISS-oekom) that provide a second opinion:
- to confirm the alignment of the bond to the ICMA’s Green Bond Principles, Social
Bond Principles or Sustainable Bond Guidelines,
- to assess the sustainable added value of the assets, and
- to provide a review of UBI Banca’s sustainability performance.
The document is now available on the website of the issuer.5
SECOND PARTY OPINION

Source: UBI website

Regarding Ferrovie dello Stato, they issued their inaugural green bond in November
2017, when they successfully placed € 600mn Green Bond issuance, with 6 year
maturity, fixed coupon of 0.875% and rated BBB by S&P and Fitch.
The proceeds were used to increase investments in Public Transport Rolling Stock
Renewal, including new trains for the regional transport (“Electric Multiple Unit
(EMU)” and for the high speed traffic through “High Speed ETR 1000” trains.
The issuance was made simply under the Group’s EMTN Program, reserved to
institutional investors and listed on the Irish stock exchange.
5

https://www.ubibanca.it/pagine/Bond-issued-and-Second-Opinion.aspx
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OVERVIEW OF THE INAUGURAL GREEN BOND ISSUANCE

Source: https://www.fsitaliane.it/content/fsitaliane/it/investor-relations/debito-e-credit-rating.html

As UBI, Ferrovie dello Stato dedicated a specific section of its website to green bonds,
where it is possible to find the Green Bond Framework, which was published in
November 2017 before the first issuance.
Ferrovie dello Stato also hire Sustainalytics to provide a second opinion which
confirm the alignment of the Green bond framework to the ICMA’s Green Bond
Principles and the correct use of proceeds towards Eligible Green Projects.
Unlike UBI, FS has requested a third party opinion to its auditor KPMG to certify the
compliance of the allocation process, in accordance with the Green Bond
Framework. Full disclosure of this process is now available in Sustainability Reports
published on Ferrovie dello Stato’s website. The report also shows the environmental
benefits of the projects funded via the Green Bond through quantitative metrics.
FERROVIE DELLO STATO GREEN BOND REPORT

Source: https://www.fsitaliane.it/content/fsitaliane/it/investor-relations/debito-e-credit-rating.html

In terms of impact reporting, a specific disclosure will be also available in the FS
Sustainability Reports, which will be provided in relation to each investment category.
Moreover, in March 2018. Ferrovie dello Stato set up a Green Bond Working
Committee with the functions of implementation and updating of the Green Bond
Framework, with particular regard to the identification and evaluation of the Eligible
Green Projects, also through dialogue with the other counterparts involved in the
"greeness" analysis of the projects.
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8.

Secondary market performance

In this section we monitored market development of a series of green bond issued
by Italian names. In particular it is interesting to assess if market is pricing a sort of
green premium to this type of issuer vs. the curve of the issuer.
Theoretically, there would not be any impact on the valuation for being a “green
bond”, considering that a green bond has the same structure and rank of other
bonds of the same issuer and that there is any credit enhancement for being green
bond.
We include in our analysis the following issuers:
-

Ferrovie dello Stato
Terna
Intesa
IREN
ENEL

To assess the green premium, we used the following methodology:
- We use z-spread at the maturity and the duration of at least three bonds of the
same issuer;
- We plotted the senior unsecured bonds and then fit a 2nd order polynomial spread
curve against the green bonds;
- We have considered bonds with the same credit rating and payment rank as
green bonds.
GREEN BONDS VS ISSUER’S CURVE
Ticker
FERROV
TRNIM
TRNIM
ISPIM
IREIM
ENELIM
ENELIM
ENELIM

Outstanding maturity/call
600
500
1,000
500
500
1250
1000
1250

12/23
04/26
07/23
06/22
09/25
09/24
07/25
09/26

CPN %

Spread

0.875
1.000
1.000
0.875
1.950
1.000
1.5
1.125

110
77
47
101
140
64
87
95

Curve
Spread
101
67
41
107
139
59
70
97

Premium/Discount
8.8
9.4
6.3
-5.6
1.2
4.9
16.4
-2.7

Source: Equita SIM estimates and elaborations on company data

The table and the following graphs show as the green bonds are trading slightly at
premium relative to the reference issuer curve, in a 1-9 bps range. The only
exception are Intesa 0.875% 06/22 which is currently at premium relative to the
senior curve of the issuer and ENEL 1.125% 09/26, which is trading roughly 3 bps
below the issuer’s curve. We can conclude that green bonds offer similar market
rates of return as conventional bonds, and the spread differences are part of usual
market dynamics not depending on the green nature of the bonds.
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TERNA

IREN

90.00

180.00

80.00

160.00

Green bond
Green bond

70.00

Terna Senior Bond

FV Curve

FV Curve

140.00

60.00

120.00
Z-spread

Z-spread

Iren Senior Bond

50.00
40.00

100.00
80.00

30.00

60.00

20.00

40.00

10.00

20.00
0.00
0.50

1.50

2.50

3.50

4.50

5.50

6.50

0.00

7.50

0.50

Duration

1.50

2.50

3.50
Duration

Source: Bloomberg and Equita Sim estimates. Market data at 08/06/2019.

FERROVIE DELLO STATO
Ferrovie dello stato Senior

160.00

4.50

5.50

6.50

INTESA

Green bond

FV Curve

250.00

Green bond

Intesa Senior Bond

FV Curve

140.00
200.00

120.00

150.00

Z-spread

Z-spread

100.00
80.00

100.00

60.00
40.00

50.00

20.00
0.00

0.00
0.50

1.50

2.50

3.50
Duration

4.50

5.50

0.50

6.50

1.50

2.50

3.50
Duration

4.50

5.50

6.50

Source: Bloomberg and Equita Sim estimates. Market data at 08/06/2019.

ENEL
180.00

Green bond

FV Curve

Enel Senior Bond

160.00
140.00
120.00

Z-spread

100.00
80.00
60.00
40.00
20.00
0.00
0.50
-20.00

2.50

4.50

6.50

Duration

Source: Bloomberg and Equita SIM estimates. Market data at 08/06/2019.
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CONCLUSIONS
The green bond market is experiencing a phase of significant expansion supported by
the demand for sustainable investments, an issue that is involving an increasingly
large number of investors specialized only in green investments.
For this reason financial and non-financial issuers are planning issues of this type in
order to reach a greater and more diversified investor base. This advantage, in our
opinion, does not translate in cheaper pricing and thinner issuance premiums: as we
highlighted in our analysis, green bonds entail the same credit risk of standard issue,
having same structure and rank, so spread difference are part of usual market
dynamics not depending on the green nature of the bonds.
Anyway, the issuance of a green bonds will allow the issuer a better market access
improving the ability to issue even in difficult environment, through a wider
audience of investors and potentially allowing the involvement of new players as
ESG compliant investors, which have significantly increased over the last few years.
It is also important to emphasize that a green issue certainly has an important
reputational impact and that enhances company awareness in relation to
environmental sustainability issues.
In order for the issuer to be able to benefit from these impacts, a necessary condition
is to have a high degree of transparency and give full evidence through numerical
indices of the environmental impacts deriving from the financing of green projects.
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INFORMATION PURSUANT TO EU REGULATION 2016/958 supplementing Regulation EU 596/2014 (c.d. MAR)
This publication was prepared by the Equita SIM (EQUITA SIM is licensed to provide investment services pursuant to
Italian Legislative Decree no. 58/1998, CONSOB resolution no. 11761 of December 22nd 1998 and registered as no.
67 in the Italian central register of investment service companies and financial intermediaries) Research Division’s
team of financial analysts who are bound to Equita SIM by an employment contract. The team members are:
Gianmarco Bonacina, Massimo Bonisoli, CFA, Paola Carboni, Alessandro Cecchini, Martino De Ambroggi, Luigi de
Bellis, Fabio Fazzari, Emanuele Gallazzi, Stefano Gamberini, Domenico Ghilotti, Roberto Letizia, Andrea Lisi, Luigi
Pedone, CFA, Giovanni Razzoli, CFA
EQUITA SIM is distributing this publication via e-mail to more than 700 qualified operators from June 11, 2019 at
08:00 AM
The prices of the financial instruments shown in the report are the reference prices posted on the day prior to the
date indicated on cover page.
EQUITA SIM intends to provide continuity in reporting on the financial instruments covered by this document, halfyearly and, in any case, in line with the timing of the periodic financial reporting and any other exceptional events
that occur within the scope of the issuer’s activities.
The information contained in this publication is based on sources believed to be reliable. Although EQUITA SIM
makes every reasonable endeavour to obtain information from sources that it deems to be reliable, it accepts no
responsibility or liability as to the completeness, accuracy or exactitude of such information. If there are doubts in
this respect, EQUITA SIM clearly highlights this circumstance. The most important sources of information used are
the issuer’s public corporate documentation (such as, for example, annual and interim reports, press releases, and
presentations) besides information made available by financial service companies (such as, for example, Bloomberg
and Reuters) and domestic and international business publications. This publication has not been submitted to the
issuer.
The recommendations were produced using proprietary Excel models that are stored on company servers. The
models are backed up at the end of each month.
EQUITA SIM has adopted internal procedures able to assure the independence of its financial analysts and that
establish appropriate rules of conduct for them.
However, it is pointed out that EQUITA SIM is an intermediary licensed to provide all investment services as per
Italian Legislative Decree no. 58/98. Given this, EQUITA SIM might hold positions in and execute transactions
concerning the financial instruments covered by the present publication, or could provide, or wish to provide,
investment and/or related services to the issuers of the financial instruments covered by this publication.
Consequently, it might have a potential conflict of interest concerning the issuers, financial issuers and transactions
forming the subject of the present publication.
In addition, it is pointed out that, within the constraints of current internal procedures, EQUITA SIM’s directors,
employees and/or outside professionals might hold long or short positions in the financial instruments covered by
this publication and buy or sell them at any time, both on their own account and that of third parties.
Research Division management alone determines the remuneration of the analysts who produced the publication, and
their remuneration is not linked to Equita SIM’s Investment Banking transactions. It is linked to Equita SIM’s total
revenue, which includes the revenue of the Investment Banking and Sales & Trading Divisions.
For more details on the policies and principles designed to ensure the integrity and independence of Equita SIM
analysts, please refer to the policy on organizational mechanisms of the Research activity available at www.equita.eu
on the “Legal notices” section.
Regarding securities for which EQUITA SIM has the role of sponsor and/or specialist the coverage policy is always
coherent with the requirements of the role itself.
For additional details on the policies and principles that guarantee the integrity and independence of Equita SIM
analysts, please refer to the policy on the Research Division’s organisational and administrative mechanisms, which
is available online at www.equita.eu in the “Legal Notices” section.
The recommendations to BUY, HOLD and REDUCE are based on Expected Total Return (ETR – expected absolute
performance in the next 12 months inclusive of the dividend paid out by the stock’s issuer) and on the degree of risk
associated with the stock, as per the matrix shown in the table. The level of risk is based on the stock’s liquidity and
volatility and on the analyst’s opinion of the business model of the company being analysed. Due to fluctuations of
the stock, the ETR might temporarily fall outside the ranges shown in the table.
EXPECTED TOTAL RETURN FOR THE VARIOUS CATEGORIES OF RECOMMENDATION AND RISK PROFILE
RECOMMENDATION/RATING
BUY
HOLD
REDUCE

Low Risk

Medium Risk

High Risk

ETR >= 10%

ETR >= 15%

ETR >= 20%

-5% <ETR< 10%

-5% <ETR< 15%

0% <ETR< 20%

ETR <= -5%

ETR <= -5%

ETR <= 0%

The methods preferred by EQUITA SIM to evaluate and set a value on the stocks forming the subject of the
publication, and therefore the Expected Total Return in 12 months, are those most commonly used in market
practice, i.e. multiples comparison (comparison with market ratios, e.g. P/E, EV/EBITDA, and others, expressed by
stocks belonging to the same or similar sectors), or classical financial methods such as discounted cash flow (DCF)
models, or others based on similar concepts. For financial stocks, EQUITA SIM also uses valuation methods based on
comparison of ROE (ROEV – return on embedded value – in the case of insurance companies), cost of capital and
P/BV (P/EV – ratio of price to embedded value – in the case of insurance companies).
The purpose of this publication is merely to provide information that is up to date and as accurate as possible. The
publication does not represent to be, nor can it be construed as being, an offer or solicitation to buy, subscribe or
sell financial products or instruments, or to execute any operation whatsoever concerning such products or
instruments.
EQUITA SIM does not guarantee any specific result as regards the information contained in the present
publication, and accepts no responsibility or liability for the outcome of the transactions recommended therein or
for the results produced by such transactions.
All investment/divestiture decisions are the exclusive responsibility of the party receiving the advice and
recommendations, who may decide whether or not to execute the investment/divestment based on his or her
own knowledge and expertise.
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Therefore, EQUITA SIM and/or the author of the present publication cannot in any way be held liable for any
losses, damage or lower earnings that the subject using the publication might suffer following execution of
transactions on the basis of the information and/or recommendations contained therein.
The estimates and opinions expressed in the publication may be subject to change without notice.
The list of all conflicts of interest, rating dispersion, last 12 months recommendation made by Equita SIM’s
analysts and other important legal disclaimers are available on www.equita.eu in the “Legal notices” section.
This document has been provided to you solely for informational purposes and may not be reproduced or
distributed, directly or indirectly, to any other person, nor may it be published, wholly or in part, for any reason,
without EQUITA SIM’s specific authorization. By accepting this document, you agree to comply with the limitations
indicated above.
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