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Executive Summary

In January 2026, major media outlets declared that Wall Street had turned its back on climate
change." The collapse of the Net-Zero Banking Alliance, the retreat of major asset managers
from public climate commitments, and a 75 percent drop in mentions of climate on corporate

earnings calls suggested a wholesale abandonment of environmental finance.

This narrative is fundamentally misleading. It mistakes the collapse of voluntary corporate
signaling for the collapse of climate capital markets. The data tells a different story:

« $6.2 trillion in cumulative green, social, sustainability, and sustainability-linked bonds
globally?

« $2.3 trillion in annual energy transition investment in 2025—the highest level ever
recorded?®

«  $20 billion raised by Brookfield for the world's largest clean energy transition fund*

« 58 sovereign governments have issued labeled sustainable bonds, totaling $623
billion®

More significantly, as traditional banks have retreated from public climate commitments under
political pressure, alternative asset managers—private equity, private credit, public-private
partnerships and infrastructure funds—have stepped in as the de facto infrastructure banks for
decarbonization and capital allocation for sustained growth.® This structural shift from bank
balance sheets to private capital represents a fundamental rewiring of how the energy transition
is being financed.

The challenge is not that climate finance has collapsed but that its pace and distribution remain
insufficient. Current investment levels represent only 37% of what is required to reach net zero.”
Emerging markets and developing economies—home to over half the world's population—
receive less than 15% of global clean energy investment.? Africa receives just 2% despite
having 20% of global population.® The question is not whether capital markets have turned their
back on climate, but whether the financial innovation pipeline can design securities needed to
close these gaps while ensuring an inclusive energy transition in both private and public
markets.
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l. The Narrative vs. The Numbers

In January 2026, the New York Times declared that Wall Street had "turned its back on climate
change."" The article documented the collapse of the Net-Zero Banking Alliance, the retreat of
Larry Fink's BlackRock from its 2020 climate pledges, and a 75 percent drop in mentions of
"climate" and "sustainability" on corporate earnings calls. The headline captured a genuine
political shift. But as a description of what is actually happening in global capital markets, it is
fundamentally misleading.

The story of environmental finance is not a story of advance and retreat. It is a story of
maturation—from voluntary pledges and reputational signaling to permanent capital market
infrastructure that no political cycle can dismantle. Consider the scale of what has been built:

Global Climate Finance Indicators

Metric Value

Cumulative GSS+ Bond Issuance $6.2 trillion

Annual Energy Transition Investment (2025) $2.3 trillion (+8% YoY)

Green Bond Outstanding $3+ trillion (Q3 2025 milestone)

US Clean Energy Investment (2025) $378 billion (+3.5% despite federal
hostility)

Clean Energy vs. Fossil Fuel Capital Ratio 2:1 (IEA)

Sources: Climate Bonds Initiative; BloombergNEF; World Bank; IEA

These are not projections or pledges. They are executed transactions, settled securities, and
deployed capital. They exist in the real economy, not in CEO letters and press releases.

Il. What Actually Collapsed—And What It Means

What collapsed was not climate finance but a specific model of voluntary corporate climate
virtue signaling. The Net-Zero Banking Alliance, launched in 2021 with 140 member banks
representing $75.5 trillion in assets, ceased operations in October 2025 after a cascading series
of withdrawals beginning with Goldman Sachs in December 2024 and accelerating through
JPMorgan, Citi, Bank of America, HSBC, Barclays, and UBS."® By the time it shut down, the
NZBA's combined assets had fallen to $42.2 trillion.

But the NZBA's design contained the seeds of its own irrelevance. It was a broad-tent coalition
with no enforcement mechanism, no penalties for withdrawal, and limited requirements for
consistent disclosure. It provided reputational cover, not binding constraint or investment in job
creation, capital formation, or environmental impact. The banks that left were not compelled to
stop financing the energy transition; they were compelled to stop advertising that they were
doing so, under threat of antitrust action from politically partisan state attorneys general.

The collapse reveals something important about the architecture of collective action: voluntary
pledges cannot override core economic incentives. But the energy transition's economic
incentives have not changed. They have strengthened.
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lll. From Pledges to Plumbing: Public Market Infrastructure

The deeper transformation that the retreat narrative obscures is the shift from voluntary
commitments to embedded capital market infrastructure. This is a distinction that matters.

A CEO's letter to shareholders can be revised. A labeled bond with legally binding use-of-
proceeds covenants, third-party verification, and ongoing reporting obligations cannot. Fifty-
eight sovereign governments have now issued labeled sustainable bonds, accumulating $623
billion in sovereign issuance alone.® The public sector accounts for 34 percent—over $2
trillion—of cumulative labeled sustainable bond issuance.

Sovereign Green Bond Milestones (2025)

Country Amount Significance

China $824M (CNY) First-ever sovereign green bond; London Stock
Exchange

Saudi Arabia €1.5B Inaugural sovereign green bond

Israel $2.2B First green bond; 6x oversubscribed by investors from
32 countries

Honduras Sustainability Return to international markets after 4-year absence

bond
Development $1T+ Crossed milestone in Q1 2025
Banks cumulative

Sources: Climate Bonds Initiative; World Bank Labeled Sustainable Bonds Market Update

This is not rhetoric that can be walked back by a change in political winds. It is structured credit
with legal covenants, embedded in the plumbing of the global fixed income market.

IV. The Rise of Alternative Asset Managers

While headlines focused on banks leaving voluntary alliances, a more consequential structural
shift was underway: the migration of energy transition financing from traditional bank balance
sheets to alternative asset managers.® Private equity, private credit, and infrastructure funds
have become the de facto infrastructure banks for decarbonization.

Why Traditional Banks Retreated

The retreat of traditional banks from climate-forward positioning reflects multiple pressures
beyond political backlash:

« Basel lIl/IV capital requirements: Punitive capital charges for long-dated, illiquid
infrastructure assets

+ Balance sheet constraints: Energy transition projects require 10-25 year horizons vs.
typical 5-7 year bank loan terms

» Technology risk aversion: Banks prefer proven technologies; many decarbonization
pathways involve first-of-a-kind projects
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+ Political risk: Antitrust threats and state-level anti-ESG legislation created compliance
uncertainty

How Alternative Asset Managers Filled the Gap

Alternative asset managers face none of these constraints. They operate with longer fund lives
(10-25+ years for infrastructure), no regulatory capital requirements, higher risk tolerance
supported by catalytic capital structures, and return expectations aligned with infrastructure
assets (8-15% IRR vs. bank spread-based returns of 4-6%).

Major Private Equity Transactions (2025)

Deal Buyer Value Details

Altus Power take-private TPG Rise $2.34B Largest PE renewables deal;
Climate US solar company

Sempra Infrastructure KKR + CPP $10B 45% equity stake in pipelines,

stake renewables, grid

Sempra Port Arthur LNG Blackstone-led $7B 49.9% stake; largest private

credit infra deal
Constellation-Calpine Constellation $26.6B Creates largest US clean
merger energy provider (55 GW)

Sources: Carbon Credits; S&P Global; company announcements

Record Fund Closings

Fund Manager Size Focus

Brookfield Global Transition Brookfield $20B World's largest clean

Fund Il energy fund

Energy Transition Partners IV Blackstone $5.6B 33% larger than
predecessor

Global Climate Infrastructure KKR $2.7B+ Climate infrastructure

Catalytic Transition Fund Brookfield/IFC ~ $5B target Emerging markets
focus

Sources: Brookfield Asset Management; Blackstone; KKR; IFC press releases

V. The New Decarbonization Pathways

Alternative asset managers are not simply replacing traditional bank financing for conventional
renewable energy projects. They are pioneering capital deployment into harder-to-finance
segments of the energy transition that traditional finance has avoided as we move from a high-
carbon, crisis-driven economy to a sustainable one.

A. Critical Minerals and Battery Supply Chains

China controls over 60% of global processing for cobalt, lithium, and manganese, and over 70%
of natural graphite extraction.’ The United States extracts only 2% of global lithium. Traditional
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project finance has struggled with the long development timelines (10-15 years), geological risk,
and price volatility inherent in mining.

Alternative capital has stepped in:

« Kinterra Capital: $565M PE fund dedicated to new mines and processing plants for
battery materials'?

« DFC/Orion Consortium: $600M for critical minerals exploration, mobilizing $1.2B
additional private capital'

« Ascend Elements + Redwood Materials: ~$3B equity + $1B debt for battery
recycling

« US Government equity stakes: $1B+ including 15% of MP Materials ($400M) and
stake in Vulcan Elements ($670M)*°

B. Grid Hardening and Transmission Infrastructure

Over 40% of grids in advanced economies are more than 20 years old. Transmission
investment must double to $600 billion annually by 2030."® US electricity demand is growing at
its fastest pace since the 1960s-70s. Investor-owned utilities are planning $1.1 trillion in grid
investment over five years—but balance sheets are constrained."’

Brookfield has identified grid infrastructure as a "generational opportunity," noting that "many
traditional utility operators are inviting institutional investors to invest alongside them in highly
contracted or regulated assets.""® The convergence of Al infrastructure and energy is
accelerating this trend, with Blackstone's $50B+ data center portfolio driving investment in
power supply chains.

C. Carbon Capture (CCUS)

CCUS projects face financing challenges that traditional banks avoid: long development
timelines (5-10+ years), complex liability and monitoring requirements, and
technology/completion risk. The fundamental issue is how to finance entitites to capture carbon
and keep it sequesterd. Alternative capital is filling this gap:

« BlackRock/GIP-Eni: ~$1.2B for 49.99% stake in European CCUS assets'®

« BKV-Copenhagen Infrastructure Partners: $500M joint venture for US CCUS
expansion?

« VCI/Growth equity: $9B+ over the past decade for CO2 conversion technologies?'

D. Green Hydrogen Infrastructure

$570 billion in hydrogen projects have been announced through 2030, but only $39 billion (7%)
have reached Final Investment Decision.?? Hydrogen VC fundraising fell by one-third in 2024.
The "green premium" and offtake uncertainty have deterred traditional finance.

Specialized hydrogen investors are emerging:

« Hy24: World's first and largest hydrogen PE asset manager?

« Generate Capital + Electric Hydrogen: Up to $400M in hydrogen project finance
solutions globally?*
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E. Transition Finance for Hard-to-Abate Sectors

Steel, cement, shipping, aviation, and chemicals account for 40% of global GHG emissions but
have struggled to access sustainable finance. The November 2025 ICMA Climate Transition
Bond Guidelines provide the first credible framework for financing these sectors'
decarbonization pathways.?®

VI. Bridging to an Inclusive Energy Transition

The most consequential question facing climate finance is not whether capital will flow to the
energy transition—it demonstrably is—but whether that capital will reach the regions and
communities where it is most needed. The current distribution of investment threatens to create
a two-tier transition: rapid decarbonization in wealthy nations while emerging markets and
developing economies (EMDEs) remain locked into carbon-intensive pathways.

The Emerging Market Finance Gap

The scale of the gap is stark:

« EMDEs require $2.4 trillion in climate finance annually by 2030, including $1 trillion
from primarily private international sources?®

+ Clean energy investment in EMDEs (excluding China) must increase five to seven
times—from $270 billion annually to at least $1.7 trillion by the early 2030s?’

* These regions, home to more than half the world's population, currently receive less
than 15% of global clean energy investments®

+ Africa receives just 2% of global clean energy investment despite having 20% of
the world's population®

* 74% of EMDEs have sovereign ratings of B+ or lower—outside what most
institutional investors will accept given fiduciary and regulatory obligations?®

The Equity Gap

EMDEs will need approximately $1.3 trillion in annual clean energy investment by 2035,
including $375 billion in equity. In 2024, equity accounted for only $100 billion of the $330 billion
invested in EMDEs. Closing this $275 billion "Equity Gap" will require scaling equity roughly
fourfold by 2035.2°

Early evidence suggests that one dollar of catalytic equity can unlock up to $30 in total project
investment by reducing risk and enhancing returns for other investors. Just $12-25 billion in
catalytic equity annually by 2035 could help bridge the gap, if well-targeted and supported by
enabling policy.?

Just Energy Transition Partnerships (JETPs)

The Just Energy Transition Partnerships represent the most ambitious attempt to channel
international finance to coal-dependent emerging economies while addressing the social
dimensions of transition. JETPs have been established with South Africa ($11.6 billion),
Indonesia ($20 billion), Vietnam ($15 billion), and Senegal.*
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JETP Progress Summary

Country Pledge Deployed Grant % Financing Gap
South Africa  $11.6B ~$2B 4% ~$87B (of $98.7B needed)
Indonesia $20B $6.5B 1.5% 70-90%
approved/pipeline
Vietnam $15B Limited Low 70-90%

Sources: Carnegie Endowment; Center for Global Development; Just Transition Finance Lab

The critical challenge: only 1.5-4% of JETP funding comes as grants, with the vast majority
provided as loans.?! This raises concerns about adding to countries' debt burdens rather than
enabling genuine transition. Following U.S. withdrawal from several partnerships, Germany and
Japan have stepped in to co-lead, but financing gaps of 70-90% persist despite pledges.

The "Just" in Just Transition

The International Labor Organization estimates that 78 million workers will lose their jobs by
2030 as economies shift to clean energy.®? The transition must address these social dimensions
or risk political backlash that derails decarbonization entirely.

The employment geography of coal illustrates the stakes: South Africa's coal sector directly
employs 108,000 workers, with up to 200,000 people dependent on the sector for their
livelihoods.*® Indonesia is the world's largest coal exporter, with power plants that could operate
for decades more.

Yet the economics favor transition: UNIDO and the Global Green Growth Institute found that for
Indonesia and South Africa respectively, investment of $1 million in clean energy could generate
103 and 66 jobs—compared to only 22 and 33 jobs from the same investment in fossil fuels.®*

Blended Finance as the Bridge

Blended finance—combining concessional funding from donors with commercial capital—has
emerged as the critical mechanism for bridging the gap between what private investors will
accept and what emerging market projects can initially offer.

« Climate Finance Partnership: $130 million in catalytic capital successfully leveraged
$540 million in private investment targeting renewable energy across Southeast Asia,
Latin America, and Africa®®

« DFI Working Group: $1.4 billion in concessional funding catalyzed $5.1 billion from
MDB accounts and $3.1 billion from the private sector

« Brookfield's Catalytic Transition Fund: Partnership with ALTERRA targeting
emerging markets that comprise an increasing share of global emissions but have
historically received only a fraction of energy transition investments®

From Conflict to Cooperation

Some of the most innovative approaches to inclusive energy transition are emerging from
conflict-affected regions, where energy infrastructure can serve as a foundation for
peacebuilding and shared prosperity.
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In Sudan, where 11.5 million people have been forcibly displaced and only 32% of the
population has grid access, researchers have proposed dual-purpose renewable energy
installations that simultaneously serve IDP camps and adjacent host cities—creating shared
economic benefits and interdependencies that support reconciliation.

Similar approaches are being developed for post-conflict reconstruction in Gaza, where green
shelter models and sustainable reconstruction bonds could rebuild infrastructure while creating
local employment and reducing long-term energy costs.

These initiatives recognize a fundamental insight: energy infrastructure is not merely technical
but social. Shared infrastructure creates shared interests—and shared interests create
pathways to peace.

VII. An American Story Mistaken for a Global One

The narrative of climate finance collapse conflates distinctly American political dynamics with
global capital market trends. The anti-ESG backlash driven by performative posturing about
climate change and symbolic politics, the NZBA withdrawal cascade, and the silencing of
climate rhetoric on earnings calls are overwhelmingly driven by U.S. partisan politics—the
SEC's withdrawal of its greenhouse gas disclosure rule, state-level anti-ESG legislation, and the
broader chilling effect of the presidential election campaign.

But capital markets are global, and the rest of the world has not followed the American retreat
from climate investment:

Global Regional Investment Trends

Region 2025 Investment YoY Change Global Share
European Union $455 billion +18% ~20%

Asia Pacific $1.08 trillion Strong growth 47%

India $68 billion +15% Growing

EM Green Bonds $800 billion 6x since 2018 Growing

(cumulative)

Sources: BloombergNEF; Climate Bonds Initiative

The EU Green Bond Standard entered into force. The International Capital Markets Association
and the Islamic Development Bank published milestone guidance on sustainable sukuks. To
declare that "Wall Street turned its back on climate change" based on the behavior of a handful
of American banks leaving a voluntary alliance, while global capital markets continue to deploy
trillions, is to mistake the part for the whole.

VIIl. The Economics Driving Capital

The most important reason the retreat-from-climate narrative is misleading is that it misidentifies
the primary driver of environmental finance. The growth of the past decade was never
principally driven by CEO commitments or voluntary alliances. It was driven by economics.

« Solar module costs have fallen 30 percent in two years®
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» Renewable energy achieved cost parity with fossil fuels in most markets in 2017

» Data center electricity demand is projected to double by 2030, creating enormous new
demand for clean power3®

» The IEA reports that rapid growth in energy transition spending was sustained by "a
variety of economic, technology, industrial and energy security considerations, not only
by climate policies"™®

In this context, banks don't need a voluntary alliance to tell them where the investment
opportunities are.

This is precisely the dynamic that a group of us identified a decade ago when the Wharton
Social Impact Initiative and the Rockefeller Foundation convened practitioners at Bellagio to
examine the financing gap for sustainable development. The key finding was not that the private
sector needed to make more pledges. It was that the development and sustainability sectors
needed to create investable structures—securities, bonds, insurance products, risk-sharing
mechanisms—that could attract private capital on its own terms.

What has happened since is exactly that. The $6 trillion in labeled bonds, the structured credit
products, the blended finance vehicles channeling institutional capital to emerging markets—
these are the investable structures we called for. They grew not because of CEO rhetoric but
because they offered genuine financial returns alongside environmental impact.

IX. Policy Recommendations

The evidence presented in this brief suggests that climate finance is not collapsing but
maturing—shifting from voluntary commitments to permanent capital market infrastructure.
However, the pace and distribution of investment remain insufficient. The following policy
recommendations aim to accelerate capital deployment while ensuring an inclusive transition.

1. Enable Rather Than Constrain Private Capital

Regulatory frameworks should recognize that alternative asset managers have become
essential infrastructure financiers for the energy transition. This means:

» Avoiding regulatory capital treatments that penalize long-dated infrastructure
investments
» Providing clarity on tax credit transferability and monetization mechanisms

« Streamlining permitting for grid infrastructure, transmission lines, and critical minerals
projects

2. Scale Blended Finance Mechanisms

With evidence that $1 of catalytic capital can unlock up to $30 in total project investment, DFls
and MDBs should:

* Increase grant and first-loss capital in JETP and similar vehicles (current 1.5-4% is
insufficient)

+ Expand guarantee mechanisms that address the sovereign rating constraints facing 74%
of EMDEs

« Support the development of local currency green bond markets in emerging economies
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3. Standardize Transition Finance Frameworks

The November 2025 ICMA Climate Transition Bond Guidelines represent a breakthrough for
hard-to-abate sectors. Policymakers should:

» Encourage adoption of credible transition taxonomies that enable financing for steel,
cement, shipping, and aviation decarbonization
* Resist oversimplified green/brown classifications that exclude viable transition pathways

4. Invest in Just Transition Infrastructure

Social dimensions cannot be afterthoughts. Policy frameworks should:

* Require just transition plans with dedicated funding (following Verra's 2% carbon
revenue model)

»  Support worker retraining and community economic diversification programs
* Recognize that clean energy creates 3-5x more jobs per dollar invested than fossil fuels

5. Build Critical Minerals Supply Chain Resilience

With China controlling 60%+ of critical mineral processing, policies should:

+ Continue government equity participation models (following the U.S. approach with MP
Materials, Vulcan Elements)

» Support DFI investment in critical minerals exploration in allied nations
* Accelerate permitting for domestic mining and processing facilities

X. Conclusion: The Right Question

The question is not whether Wall Street has "turned its back" on climate finance. The capital
markets have answered that question with $6 trillion in themed bonds, $2.3 trillion in annual
energy transition investment, and record private equity fund closings for clean energy
infrastructure. The instruments are being built. The capital is flowing.

The question is whether the pace and distribution of that investment are sufficient to meet the
scale of the sustainabilty crisis—and whether the financial innovation pipeline can generate the
structured credit, equity, and hybrid products needed to close the gap, particularly in the
economies where capital is scarcest and climate vulnerability impacts on food, health, energy,
water security affecting human migration and conflict is greatest.

That question requires us to focus not on the optics of alliance membership or the rhetoric of
earnings calls, but on the mechanics of capital formation and allocation: the design of securities,
the structuring of risk, the creation of investable opportunities in markets that lack them to
produce jobs and economic stability and growth. It requires what the Bellagio participants called
for a decade ago and what the evidence of the intervening years has validated—not a reshaping
of Wall Street's public posture, but a reshaping of the instruments through which capital flows,
ensuring financial inclusion of new markets where equity and impact can grow together.

The real work now is to accelerate both the pace and the breadth of this transformation—
ensuring that the new architecture of climate finance serves not just the energy transition, but an
inclusive transition that leaves no region and no community behind.

10
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