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Green Banking and Its
Development in Belarus

Climate change and environmental protection are challenging both
policymakers and society. People are getting increasingly concerned about
the careful consumption of water and energy, use of biodegradable products,
and biodiversity. In these conditions, more and more companies and
industries adopt “green” and “sustainable” standards in their work. The
financial sector is also involved in this process. For banks and other financial
institutions, green activities require adopting new approaches, strategies,
and instruments. This brief discusses green banking with a special focus on
the development and challenges of this industry in Belarus. It concludes by
providing policy recommendations for green banking development in the
country.



Introduction

Sustainable development is one of the main global
challenges, and an important role in facilitating
and funding it belongs to green financing. The UN
Environment Program defines green financing as
“to increase the level of financial flows (from
banking, micro-credit, insurance, and investment)
from the public, private and non-profit sectors to
sustainable  development priorities”.  Such
financing can be provided by banks, financial
institutions,
governments, and individuals. The instruments of

green financing range from climate, blue, and

nonfinancial private companies,

sustainability bonds credits and
mortgages. One of the leading roles in the field is
played by banks, which will be the focus of the

current brief. This brief first offers a general

to green

overview of green banking. Then it and a discusses
the existing green banking practices and
challenges in Belarus. It concludes by providing
policy recommendations for the development of
the Belarussian green banking sector.

Green Banking: An Overview

The Indian Bank’s Association defines a green
bank as “a normal bank which considers all the
social and environmental/ecological factors, with
an aim to protect the environment and conserve
Moreover, the
Initiative of the UN Environment Program states
that all green banks’ operations and activities
should be
development goals (Tara, K., Singh S., Kumar, R.,
2015).

natural resources”. Finance

consistent with  sustainable

Considering the importance of green and
sustainable development, it is natural to expect
increasingly more financial companies and banks
to implement eco-friendly instruments and
policies. However, there is still much work to be
done to ensure that market players consider green
aspects in their deals. For example, while the
European “green” financial market is growing
rapidly, the Green Assets Ratio (GAR, the share of
green loans, bonds to total bank’s assets) was only

at 7,9% for the EU banking sector in March 2021
(Huw Jones, May 21, 2021).

A necessary component to speed up banks' uptake
of green practices is an appropriate regulatory and
supervisory framework. Indeed, as green aspects
become part of the traditional banking activities —
e.g., international financing, work in foreign
markets, participation in financial programs and
projects -, there is a need to develop common rules
of work, principles, and standards in the green
financing sphere. Today, several international
initiatives and platforms provide such rules. For
example, the Energy efficient Mortgages Initiative
supports green mortgage development in Europe
(Energy Efficient Mortgages Initiative, n.d.). The
International Capital Markets Association acts as a
(self-)
implements,
standards of green social, or sustainable bonds.
One of the famous standards in green finance is
the Equator Principles, a set of guidelines for project

regulatory organization that forms,

and manages principles and

financing evaluation that incorporates social and
management  (Equator
Principles, n.d.). The Climate Bonds Initiative
supports the mobilization of the bond market to

environmental risks

meet the challenges of climate change (Climate
Bonds Initiative, n.d.).

At the same time, most national monetary
regulators work on legislation and rules of green
banking development. The financial sector in
general and the banking sector in particular are
highly regulated. Financial institutions distribute
owned and borrowed funds by providing short-
and long-term credits and investing in numerous
financial instruments with different levels of risk
in national and foreign currencies. Monetary
regulators need to control the their activity in
order to minimize banks' risks (credit, liquidity,
and currency risk, etc.). For this reason, it is
essential to have clear guidelines for dealing with
(climate, social, blue,
sustainability bonds, green mortgages, etc.), as

new  instruments

their characteristics are likely to differ from the
traditional ones. For instance, green bonds may
have distinct characteristics of issuing and



circulation. Green mortgages can be considered
less risky than traditional credits due to more

liquid collateral (energy-efficient buildings). There
are specific measures that could make green
instruments more attractive for banks, for instance
by introducing green capital requirements or
regulation against greenwashing.

Apart from guidelines, recommendations, and

rules, additional
incentives for developing the green financial

central banks can create
market. For example, the Bank of Bangladesh
established a preferential lending Fund for
projects in spheres such as renewable energy,
energy efficiency, alternative energy, and green
industry (Ulrich Volz, March 2018). Also, the
Central Bank of Hungary introduced preferential
capital requirements for energy-efficient housing
loans (Liam Jones July 13, 2021).

Another important aspect of regulation and
incentives created by monetary regulators is
climate

environmental and change risks

management. Climate change and the green
transition increase the environment-associated
financial risks for banks. Banks’ financial losses
can result from not only storms floods, tsunamis,
and temperature increases, but also financial

problems of borrowers due to stricter
environmental legislation and changes in social
and environmental norms and standards.
According to the ECB survey, many banks

develop sustainable development strategies, but

very few include environment-associated financial
risks in their risk management. Therefore, the ECB
works on creating incentives and regulations for
banks in green risks-management. It is expected
that bank stress-testing will start in 2022 (Harrison
C., Muething L., 2021). At the same time, the Bank
of Bangladesh, with IFC support, has developed
guidelines on social and environmental risk
management for the banking sector (Ulrich Volz,
2018).

Based on the above mentioned, there is still much
to be done to ensure that market players consider

green aspects in their deals. Green banking is still
a new thing, but its implementation takes place in
many countries, and green finance is an essential
element of sustainable economic development.

Green Banking in Belarus

In this section, we overview the current state and
perspectives of green banking development in
Belarus. The country takes its first steps in green
finance market development. Socio-economic
development program of the Republic of Belarus
for 2016-2020 has incorporated green projects in
spheres such as transport and agriculture,
eco-labelling and
as well as a study of the
implementation of green bonds and green

recycling, eco-certification

development,

investment bank creation (Ukaz No 466, December
152016). In 2016, the National Plan of Activities on
Green Economy Development in the Republic of

Belarus till 2020 was adopted. The plan included

the development of areas such as organic
agriculture, eco-tourism, energy-efficient
construction, and smart cities (CMRB Decree, No
1061, December 21, 2016). However, none of these
projects were introduced with links to green
financing and green banking. The National Plan of
the Activities of Green Economy Development in
the Republic of Belarus till 2025 pays more
attention to green finance. In this plan, there is a
description of implemented projects in recent
years and a list of instruments (green bonds,
credits, insurance products), tools (indexes,
ratings, databases, etc.), entities and elements of
the green finance ecosystem (MNREPRB, 2021). Still,
there is no plan or detailed strategy of special
regulation, rules, or framework of green banking
development.

In the absence of precise plans from the
government, green banking in Belarus began to
emerge at the micro-level. Banks started to
provide green products for their clients,
participate  in
implement green management in their work. One

of the main incentives to transition towards more

sustainable initiatives, and



sustainable banking practices comes from the
investors’ side. In the case of joint investment and
lending programs implementation, many foreign
partners require that the bank applies modern
green standards.

Another incentive to this transition builds on
reputational risks and competition. Today, there is
a public demand for eco-products, energy-
efficient  construction, and environmental
protection. Banks that consider these issues have a
competitive advantage and gain a positive
reputation among their clients. Moreover, some
commercial banks with foreign capital have to
introduce green standards and green management

at the request of their parent companies.

A few green initiatives by Belarusian banks are
worth mentioning here. The Belinvestbank can be
distinguished as one of the brightest examples of
green banking in Belarus. The financial institution
started transforming into EcoBank — it began to
hold green financing transactions in the
framework of the Global Trade Financial program
(@ program by the
Corporation), adopted a new ecological and social

International  Finance
strategy, issued a charity-bonus payment card
made from recycled plastic, and held activities in
ecological spheres (Belinvestbank, 2020). The bank
plans to issue green bonds, establish green projects
accelerator, continue green financing, and build
new communications approaches with its clients
(Belinvestbank, 2019a). Green financing is one of the
main lending spheres of the EBRD, which planned
to purchase a share of Belinvestbank.

Priorbank is another case of a green banking

initiative in Belarus. The bank presented a new
type of lending that allows consumers to buy only
energy-, water- and heat-efficient products

(Priorbank, 2021).

The Development Bank of Belarus launched a
program of ecological projects financing for small
and medium businesses and individual
entrepreneurs for preferential interest rates

(DBRB, n.d.).

As part of the Belarus Sustainable Energy Finance
Program (BelSEFF) framework, funding was
provided by banks such as MTBank, BelVeb Bank,
BPS-Sberbank, and Belgazprombank with EBRD
support (Tarasevich. V., 2014). Agreement about
energy-efficient projects
MTBank and Nordic

Corporation can be highlighted as one more
example of a green initiative (Aleinikov & Partners,

financing between
Environment Finance

n.d.). The last but not least example of green
activities is the joint project of BNB-Bank and
North Ecological Financial Corporation in which
they offered loans to private individuals and legal
entities for the purchase of hybrid and e-vehicles,
as well as for building infrastructure for e-vehicles.
(BNB-Bank, n.d.).

Some Belarusian banks implement standards of
environmental management into practice. For
example, the Sustainable Development Report of
Raiffeisen Bank International mentions that the
Raiffeisen Group plans by 2025 to reduce carbon
dioxide emissions by 35% (Raiffeisen Bank
International, 2019). They also present plans on
water savings, reduction of paper document flow
and energy consumption. Priorbank is involved in
this process as part of the Raiffeisen Group.
Similar goals can be found in the Sustainable
Development Report of Bank BelVeb. The
environmental priories of the bank are to reduce
pollution, restore biodiversity, and increase the
efficiency of water, energy, and other resources
consumption (BelVeb, 2019). In the Social Report of

Belarusbank it is mentioned that the bank tries to
consider negative environmental effects and

ecological factors
(Belarusbank, 2020).

in their lending-decisions

Based on the information above, the conclusion is
that Belarusian financial institutions gradually
introduce principles of green banking. Most green
projects in Belarus are implemented with the
support of international financial organizations,
parent institutions, or by request from foreign
bank partners. Today, Belarusian banks carry out
two types of green banking activities. First, they
incorporate an environmental perspective in their

4



everyday activities, not directly related to green
finance: for example, by reducing water and
electricity consumption and waste, switching to
electronic document management, providing
green incentives to their employees, etc.. Second,
banks integrate an environmental perspective into
their financial activities using green instruments,
for instance by providing loans to the population
and corporate sector based on sustainable finance
principles.

At the same time, Belarusian banks do not work
with climate-related and environmental risks
management. This is not surprising, as, normally,
regulators would initiate and incentivize this
process, but in Belarus, neither the National Bank
nor any other regulator deals with environmental
risk management rules for banks. Another
challenge is that Belarusian banks do not take part
in international green financing initiatives, such as
the Equator Principals or the Climate Bond
Initiative. Finally, the narrowness of the
Belarusian financial market and absence of clear
rules and definitions restrict green bond markets
and green mortgage development.

Recommendations

Investment in green projects imposes positive
externalities on society that are not necessarily
internalized by the market. As reflected in the
international practices discussed earlier, support
from the government and financial authorities
might be necessary both in monetary and
regulatory terms. Even if developing countries
like Belarus may not have a green transformation
on top of their agenda, they will soon be faced with
the necessity to adapt to the European Green Deal,
at least with respect to their trade with the EU.
Hence, they will also need policies that promote
and support green finance development.

Based on international experience and national
issues of green banking, the following
recommendations can be highlighted (Luzgina A.,
2021):

The adoption of supportive regulation/rules
of work with green instruments, including
green, sustainable and/or sustainability-
linked bonds, green mortgages, and green
project financing. This regulation can include
criteria for identifying green projects and
construction, principles of green projects
evaluation, rules of green bonds issuing, tax
benefits, and/or
eligibilities. The ResponsAbility Investments
Survey confirms the necessity to implement
special rules on green lending development in
emerging economies. According to the survey,

preferential ~ credit

40% of respondents believe that an affordable
regulatory environment is a key element of
green loan market development
(Respons Ability Investments AG, 2017).

The implementation of economic and social
incentives for green banking activity
popularization. Such incentives can include
lower interest rates on green loans, providing
tax exemptions for companies and people
involved in green projects realization,
subsidizing the process of green bonds
verification, and holding study activities on
green economy and finance. According to
ResponsAbility Investments Survey, 60% of
respondents agree that special green credit
lines of public financial institutions have
played an important role in green finance
development. At the same time, governments
subsidize the process of bonds verification
issued by SMEs in Russia (at the stage of
adoption), Singapore, and Japan (Vinogradov E.
April 2, 2020).

The creation of an additional section in the
Belarusian currency and stock exchange for
green corporate and state bonds circulation.
Green or sustainable bonds have special
characteristics in terms of issuing purposes
and listing features that require highlighting
them in a separate section.

Guiding the development of climate-related
and environmental risks management as well
as green management rules implementation
for all banks. Based on the international



experience, this area of green banking requires
incentives from the Government and Central
Bank, as it is poorly studied and associated
with additional costs for banks. Financial
institutions are not sufficiently motivated to
implement green risks management principles
on their own.

5. Extending the international collaboration in
the field of green finance. This activity may
include participating in not only international
programs on green financing or foreign
investments attraction but also international
initiatives such as Principles for Responsible
Banking, Climate bonds Initiative, Equator
Principles, etc..

6. The development of a green banking
methodology and (or) strategy/ concept by
responsible bodies. The introduction of green
banking requires the development of new
approaches, definitions, and rules that are
within the competence of not only the Central
Bank but also the Ministry of Economy (in
terms of SMEs support), Ministry of Finance
(in terms of funding), Ministry of Agriculture
(in terms of the development of bioproducts
standards), Ministry of Architecture and
Construction (in terms of energy-efficient
building definition and indicators), Ministry of
Natural
Protection, etc. An institutional body could
coordinate this work by developing a
methodology of green banking in discussion

Resources and Environmental

with the National Bank, ministries, and other
interested parties (NGOs, banks). The
association of Belarusian Banks can perform
this function as it knows the specifics of
banking legislation, can identify the existing
of green banking
challenges in the field, and is interested in
developing the Belarusian banking system in

obstacles and other

line with current trends.

Conclusion

Green finance as a whole and green banking in
particular will continue to develop. Monetary

regulators are working on green rules and risk
management implementation for banks. Financial
institutions  from  different countries are
participating in international green initiatives and

developing sustainable strategies.

Green banking development is an international
process which Belarus cannot ignore. Today, the
majority of green activities at the national level are
based on the initiative of banks. Contracts with
international ~ financial  institutions = and
requirements of parent companies and investors
motivate Belarusian banks to implement green
instruments and approaches. Traditionally, the
banking system works under restricted and highly
regulated conditions. Therefore, it is necessary to
introduce clear rules of green banking by the
government as well as to increase the
of green financing, including

economic and social incentives development.

attractiveness

Otherwise, the existing policy gap in green
banking will widen and the opportunities for
collaboration between Belarusian banks and
foreign financial
Finally, the absence of green regulation will

institutions will diminish.

deteriorate the quality of risk management in the
Belarusian banking system compared to the world
level.

References

Aleinikov & Partners, MTBank and Nordic Environment Finance
Corporation. Available at:
https:/ /argument.by /en/ projects/ detail. php?ID=297.

Belarusbank policy in the field of corporative social responsibility.
Protocol of the supervisory board meeting #7.4, 15.05.2020. (Rus.
[Moantnka OAO «ACBH Beaapycbank» B 064acTi KOpIOpaTUBHON
COIMaAbHOI OTBETCTBEHHOCTH), 26 pPp-

Belinvestbank, 2020, Environmental and social management (in
Russian). Available at: https:/ /www.belinvestbank.by /about-
bank/page/ ekologicheskij-i-soczial.

Belinvestbank, ~Apr. 2019a (in Russian). Available at:

https:/ /belinvestbank.by / about-bank / press-service / news /

BelVeb. Sustainable development report 2019 (Rus. Otuer 06
ycroitumoM  passutum  3a 2019  r.).  Available  at:
https:/ /www.belveb.by / about/korporativnaya-sotsialnaya-
otvetstvennost/

BNB-Bank, BNB Bank launches «Smart Energy» program (in
Russian). Available at: https:/ /www.bnb.by/chtoby-znali/my-i-



ekologiya/belorusskiy-narodnyy-bank-obyavlyaet-o-zapuske-
programmy-sodeystviya-razvitiyu-elektrotransporta-v-b/

Climate Bonds Initiative. Available at:

https:/ / www.climatebonds.net/about.

Council of Ministers of the Republic of Belarus, Decree, No. 1061,
December 21. 2016, National plan of activities on green economy (in
Russian). Available at: https:/ /www.economy.gov.by /ru/nac_plan-
ru/

Development Bank of the Republic of Belarus (DBRB), Support for
environmental ~ projects  (in  Russian).  Available  at:
https:/ /brrb.by/activity / support-to-smes / podderzhka-
ekologicheskikh-proektov-2/.

Equator principles. Available at:

principles.com/about/

https:/ / equator-

Green financing, UNEP. https:/ /www.unep.org/regions/asia-and-
pacific/ regional-initiatives / supporting-resource-efficiency / green-
financing - :~:text=Green financing is to increasesectors to
sustainable development prioritieSalman

Harrison C., Muething L., April 2021, Sustainable debt. Global state
of the market 2020, Climate Bonds Initiative, 30 pp.

Huw Jones, May 21, 2021, EU watchdog signals long journey for
banks to become "green", ed. by Kristen Donovan, Available at:
https:/ / www.reuters.com/business / sustainable-business / eu-
watchdog-signals-long-journey-banks-become-green-2021-05-21/.

IDB Invest, Five things to know about blue bonds. Available at:
https:/ /www.idbinvest.org/en/blog/development-impact/ five-
things-know-about-blue-bonds.

IFC, Global Trade Financial Program (GTFP). Available at:
https:/ / www.ifc.org/wps/wem/ connect/industry_ext_content/ifc
_external_corporate_site/ financial+institutions / priorities / global+tr
ade/gtfp.

Liam Jones, July 13, 2021, EU action sets new baseline: EC & ECB
promise systemic change to Europe's finance sector: Landmark
commitments on climate change and transition strategy. Available at:
https:/ / www.climatebonds.net/2021/07/ eu-action-sets-new-
baseline-ec-ecb-promise-systemic-change-europes-finance-sector-
landmark.

Luzgina A, 2021,
development

Green banking: concept, instruments and
prospects, Available at:

https:/ /beroc.org/en/publications/ policy_papers/green-banking-

concept-instruments-and-development-prospects /

Ministry of Natural Resources and Environmental Protection of the
Republic of Belarus (MNREP), March 18 2021, Green economy:
transition to sustainable development (in Russian). Available at:
https:/ /minpriroda.gov.by /ru/news-ru/view/ zavershena-
realizatsija-meroprijatij-natsionalnogo-plana-dejstvij-po-razvitiju-
zelenoj-ekonomiki-3646/

Priorbank, 2021, Lending program “Green economy”( in Russian).
Available at: https:/ /www.priorbank.by /offers/ credits/ credits-
green-economy.

Raiffeisen Bank International. Sustainability report 2019. Focus on
sustainable value Available at:
https:/ / www.rbinternational.com/en/sustainability / sustainability-
report.html.

creation.

ResposAbility Investments AG. 2017. Public paper #5. Green
Banking. Available at:
https:/ /www.gcpf.lu/files/ assets /images / reporting_news /insight
$/2017/2017-12-Green-Lending / Topic_Case_Green_Lending.pdf.

Tara, K., Singh S., Kumar, R., 2015, Green banking for environmental
management: a paradigm shift. Current World Environment, Vol.,
10(3),. Available at: http:/ /www.cwejournal.org/vol10no3/green-
banking-for-environmental-management-a-paradigm-shift/

Tarasevich V., April, 2014, KPMG, Bank participation in renewable
energy and energy efficiency projects: A sustainable energy financing
program in Belarus EBRD (BelSEFF) (in Russian). Available at:
http:/ /www.inogate.org/documents /RES%20investment%?20forum
%2022-23%20April%202014%20-%20BelSEFF%20presentation.pdf.

Ukaz of the President of the Republic of Belarus, No. 466, December 15
2016, Socio-economic development program of the Republic of
2016-2020 (in  Rus.). Available at:
https:/ / www.economy.gov.by /uploads/ files / Programma-
2020.pdf.

Belarus on

Ulrich Volz, March 2018, Fostering green finance for sustainable
development in Asia, WP 814, Asia, Development Bank Institute, 26

pP-

Vinogradov E. April 2, 2020 Light to green: Minec. has offered
benefits to responsible investors (Rus. 3eaenomy cBeT: MuHOK
[IPEAAOSKIA ABIOTHI A4Sl OTBETCTBEHHBIX MHBECTOpOB). Available at:
https:/ /iz.ru/ 993693/ ekaterina-vinogradova/ zelenomu-svet-mer-
predlozhilo-lgoty-dlia-otvetstvennykh-investorov.

Zafar, July 18. 2021 Green Financing as a tool for sustainable
development. https:/ /www bioenergyconsult.com/green-

finncing /.




Anastasiya Luzgina

BEROC
luzgina@beroc.by
www.beroc.org

Anastasiya Luzgina (Associate Professor, PhD in
Economics) has work experience at the Belarusian
State University, the National Bank of the
Republic of Belarus and the IMF Resident
Representative office in Belarus.

In 2015, Anastasiya took a part in the program for
visiting researchers of the Central Bank of Finland.
She also participated in Fulbright Visiting Scholar
Program (USA) (2018).

Since 2010, she has worked at the Belarusian
Economic Research and Qutreach Center
(BEROCQ). The main research interests are FinTech,
crypto markets, green finance.

© Nework

freepolicybriefs.com

The Forum for Research on Eastern Europe and
Emerging Economies is a network of academic experts
on economic issues in Eastern Europe and the former
Soviet Union at BEROC (Minsk), BICEPS (Riga), CEFIR
(Moscow), CenEA (Szczecin), KEI (Kiev) and SITE
(Stockholm). The weekly FREE Network Policy Brief
Series provides research-based analyses of economic
policy issues relevant to Eastern Europe and emerging
markets. Opinions expressed in policy briefs and other
publications are those of the authors; they do not necessarily
reflect those of the FREE Network and its research institutes.



