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Introduction

The Japanese sustainable rnance makxet is not an efception in the conteft od the kapiv 
gkowth obsekyev in the global sustainabilit. rnance makxet2

Since 014,5 when the rkst gkeen bonvs weke issuev b. a Japanese compan.5[1] the numbek 
od issuances od gkeen bonvs veals has inckeasev steavil. anv keachev 403 pek .eak in 010¥5 
anv the total yalue thekeod was kecokvev to be appkofimatel. 6¥513( billion2[2] Similakl.5 it 
was in 0143 when the rkst sustainabilit. bonvs weke issuev b. a Japanese compan.5 anv 
the numbek od issuances od sustainabilit. bonvs veals inckeasev steavil.5 keaching ,¥ pek 
.eak in 010¥ 9the total yalue od sustainabilit. bonvs issuev in 010¥ was appkofimatel. 67)1 
billion-2[3]

Sustainabilit.Hlinxev bonvs ake kathek new in the Japanese makxet5 anv it was onl. in 0101 
when the rkst sustainabilit.Hlinxev bonvs weke issuev in Japan2 Aoweyek5 both the numbek 
od veals anv the issuance yalues haye gkown kapivl.5 keaching 03 pek .eak in 010¥ 9the total 
yalue od sustainabilit.Hlinxev bonvs issuev in 010¥ was appkofimatel. 6,(1 billion-2[4]

The rkst gkeen loan was intkovucev in the Japanese makxet in 014)2 Ilthough the gkeen 
loan makxet is kathek small compakev to the gkeen bonv makxet5 in tekms od the yalue5 the 
makxet has steavil. efpanvev2 8n 010¥5 031 gkeen loan veals with a total yalue in efcess 
od appkofimatel. 67,) billion weke announcev2[5]

8t was in 0147 when the rkst sustainabilit.Hlinxev loans weke intkovucev in the Japanese 
makxet2 8n 010¥5 the numbek od veals inyolying sustainabilit.Hlinxev loans keachev (()5 anv 
the total yalue od such loans efceevev appkofimatel. 6)44 billion2[6][7]

Is dok social rnance5 the numbek od veals inyolying social bonvs was announcev to be 44) 
in 010¥5 anv the total yalue od such social bonvs issuev in 010¥ was appkofimatel. 605W,4 
billion2[8] No statistical vata about social loans is ayailable2

It the same time5 the dkamewokx od sustainable rnance is kapivl. veyeloping in Japan2 
qhile theke is no specirc legislation that sustainable rnance makxet pla.eks ake keMuikev 
to compl. with5 these pla.eks haye been yoluntakil. compl.ing with the guivelines issuev 
b. goyeknmental bovies5 such as the Einistk. od Cnyikonment 9EOC-5 the Financial Sekyices 
Igenc. 9FSI- anv the Einistk. od Cconom.5 Tkave anv 8nvustk. 9ECT8-2 The Japanese 
guivelines ake vesignev to dollow the inteknationall. kecognisev sustainabilit. rnance 
pkinciples keleasev b. the 8nteknational Bapital Eakxet Issociation 98BEI- anv the Loan 
Eakxet Issociation 9LEI-5 anv the. haye been upvatev pekiovicall.2 That is to sa.5 
wheneyek the pkinciples that the Japanese guivelines ake basev on haye been upvatev2 
8n this kegakv5 the guivelines vo not haye penalt. pkoyisions that ake applicable to a case 
wheke5 dok efample5 an issuek issues cektain bonvs without compl.ing with the keleyant 
guivelines2 The guivelines vo not wokx as hakv law5 but kathek as sodt law5 anv the. ake 
kespectev b. the sustainable rnance makxet pla.eks2

Year in review
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Petween 010¥ anv 010,5 theke haye been yakious veyelopments in connection with 
sustainable rnance in Japan2

Cnactment od the Ict Boncekning the Dkomotion od a Smooth Tkansition to a 
zecakboniGev Cconomic Stkuctuke 9XR Dkomotion Ict-

On 40 Ea. 010¥5  the Ict  Boncekning the Dkomotion od  a  Smooth Tkansition to  a 
zecakboniGev Cconomic Stkuctuke 9the XR Dkomotion Ict- was enactev2 This Ict is 
vesignatev to implement pakt od the Pasic Dolic. dok the :ealisation od XR 9Xkeen 
Tkansdokmation- appkoyev b. the Babinet on 41 Febkuak. 010¥2 8n the Pasic Dolic.5 the 
goyeknment announcev that it woulv pkomote pkimakil. the dollowing two initiatiyes in 
avvition to avvkessing climate change in okvek to simultaneousl. ensuke the stable suppl. 
od enekg. anv achieye economic gkowth; 94- pkomotion od vecakbonisation initiatiyes 
towakvs XR5 such as switching to vecakbonisev enekg. soukces that contkibute to 
impkoying the seldHsu'cienc. kates od enekg.5 such as kenewable enekg. anv nucleak powek5 
in okvek to ensuke a stable enekg. suppl. in avvition to thokough impkoyement od enekg. 
e'cienc.U anv 90- kealisation od the YDkoHXkowth Bakbon Dkicing BonceptY5 which incluves 
bolv avyance inyestment suppokt using YXR Cconom. Tkansition PonvsY5 incentiyes dok XR 
inyestment thkough cakbon pkicing anv utilisation od new rnancial instkuments2 The rkst 
XR Cconom. Tkansition Ponvs weke issuev in Febkuak. 010,2 Knvek the XR Dkomotion Ict5 
the goyeknment will issue XR Cconom. Tkansition Ponvs up to 601 tkillion in the neft 41 
.eaks2 Fok the cakbon makxets anv cakbon tkaving s.stem5 see YBakbon makxets anv cakbon 
tkavingY section2

Cfposuke vkadts od sustainabilit. visclosuke stanvakvs announcev b. the 
Sustainabilit. Stanvakvs Poakv od Japan

8n Eakch 010,5 the Sustainabilit. Stanvakvs Poakv od Japan announcev efposuke vkadts 
od the sustainabilit. visclosuke stanvakvs basev on the inteknational rnancial kepokting 
stanvakvs 98F:S- sustainabilit. visclosuke stanvakvs2 The stanvakvs ake efpectev to be 
rnalisev b. the env od Eakch 01032 Fok vetails od this veyelopment5 see YSustainable 
visclosuke keMuikements anv tafonom.Y section2

Regulation and policy

Xoyeknance kegime

Japan hav pkomotev yakious initiatiyes on cakbon neutkalit. eyen bedoke the Dakis 
Igkeement came into eddect2 Fok instance5 in Jul. 01435 Japan submittev to the Knitev 
Nations Fkamewokx Bonyention on Blimate Bhange Secketakiat its nationall. vetekminev 
contkibution takget to kevuce gkeenhouse gas emissions in 01¥1 b. 0( pek cent dkom 014¥ 
leyels2 To dukthek accelekate these eddokts adtek the entk. into dokce od the Dakis Igkeement5 
then Dkime Einistek joshihive Suga veclakev in his polic. speech in Octobek 0101 that 
Japan will aim dok cakbon neutkalit. b. 01312 Knvek the Suga avministkation5 vomestic 
eddokts to vecakbonise haye mave kapiv pkogkess5 with the announcement od an ambitious 
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goal od a ,( pek cent kevuction in gkeenhouse gas emissions b. 01¥1 9compakev to 014¥ 
leyels-5 which is consistent with the goal od cakbon neutkalit. b. 01312

Knvek the Vishiva avministkation5 vecakbonisation continues to be an impoktant polic. 
issue dok Japan2 8n Dkime Einistek Fumio VishivaYs polic. speech in zecembek 01045 he 
statev; Yqe will dokge ouk clean enekg. stkateg. b. gkasping both the suppl. anv the vemanv 
sives in an integkatev mannek5 incluving innoyations anv capital inyestments not onl. in 
enekg. suppl. but also on the vemanv sive2Y

8n tekms od the sustainable veyelopment goals 9SzXs-5 genekall. speaxing5 adtek the 
avoption od the SzXs b. the KN Sustainable zeyelopment Summit helv in Septembek 01435 
the Japanese goyeknment establishev the SzXs Dkomotion AeavMuakteks in Ea. 014(5 
which is heavev b. the Dkime Einistek5 to eddectiyel. achieye the SzXs2 8n zecembek 014(5 
the SzXs 8mplementation Xuiving Dkinciples weke establishev2 The Dkinciples5 keyisev in 
zecembek 01475 ake pakt od a mivH to longHtekm national stkateg. dok achieying the SzXs 
in Japan anv inteknationall. b. 01¥12

:egulatoks

Sustainable rnance policies in Japan inyolye a yakiet. od okganisations5  incluving 
ministkies5 goyeknment agencies anv pkiyate sectoks2 Aeke5 we intkovuce some od the most 
impoktant okganisations anv list the main dkamewokxs5 pkinciples5 vocuments anv policies 
in kelation to sustainable rnance that the. haye veyelopev2

The FSI veyelopev;

42 the Stewakvship Bove 9014,5 keyisev in 014) anv 0101-U

02 the Bokpokate Xoyeknance Bove 901435 keyisev in 014W anv 0104-U

¥2 the Social Ponv Xuivelines 90104-U anv

,2 the Pasic Xuivelines on Blimate Tkansition Finance 901045 –ointl. with ECT8 anv 
EOC-2

The EOC veyelopev;

42 the Xkeen Ponv anv Sustainabilit.HLinxev Ponv Xuivelines 9014)5 keyisev in 01015 
0100 anv 010,-U

02 the Xkeen Loan anv Sustainabilit.HLinxev Loan Xuivelines 901015 keyisev in 0100 
anv 010,-U

¥2 the Pasic Boncept od 8mpact Finance 90101-U anv

,2 the Xkeen 8mpact Issessment Xuive 90104-2

The ECT8 veyelopev;

42 the Xuivance dok 8ntegkatev Bokpokate zisclosuke anv Bompan.H8nyestok zialogues 
dok Bollabokatiye /alue Bkeation 9014)5 keyisev in 0100-U

02 the Xuive dok SzX Pusiness Eanagement 90147-U
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¥2 the Blimate 8nnoyation Finance Stkateg. 90101-U anv

,2 koavmaps od tkansition rnance dok each invustkial sectok2

The Tox.o Stocx Cfchange veyelopev;

42 the Bokpokate Xoyeknance Bove 901435 keyisev in 014W anv 0104-U anv

02 the Dkactical Aanvboox dok CSX zisclosuke 90101-2

Othek than the aboye5 the Einistk. od Lanv5 8ndkastkuctuke5 Tkanspokt anv Toukism has 
outlinev koavmaps on tkansition rnance docusing on the tkanspoktation invustkial relv2 8n 
avvition5 yakious invustkial associations5 such as the Japan Secukities zealeks Issociation 
anv Japanese Panxeks Issociation5 haye compilev yakious pkoposals anv kepokts in 
kelation to bonvs anv loans5 kespectiyel.2

Sustainable qnance instruments

T.pes od sustainable rnance instkuments

8n  Japan5  instkuments  od  sustainable  rnance  haye  been  constantl.  veyelopev  in 
accokvance with the stuv. anv pkactice od othek makxets2 Theke ake seyekal t.pes 
od enyikonmentHkelatev rnancing instkuments5 as dollows2 Xkeen rnance is usev to 
rnance gkeen pko–ects 9pko–ects kelatev to kenewable enekg.5 enekg. consekyation5 clean 
tkanspoktation5 etc2-U sustainabilit. rnance5 dunvs od which ake usev dok both gkeen pko–ects 
anv social pko–ects5 is usev to rnance sustainabilit. pko–ectsU anv sustainabilit.Hlinxev 
rnance5 which encoukages the kealisation od ambitious sustainabilit. pekdokmance takgets 
9SDTs- in light od the dact that rnancial ok stkuctukal chakactekistics5 ok both5 can yak. 
vepenving on whethek the issuek achieyes the SDTs2 8n avvition to these5 a new categok. 
callev tkansition rnance has emekgev in kecent .eaks to pkomote rnancing dok steav. 
lowHcakbon initiatiyes5 such as enekg. consekyation in sectoks wheke gkeenhouse gas 
emissions ake vi'cult to kevuce5 anv dok tkansition initiatiyes5 such as longHtekm keseakch 
anv veyelopment od vecakbonisation2 Theke is also gkowing intekest in blue rnance5 which 
uses dunvs dok a specirc pukpose that inyolyes the aMuatic enyikonment5 such as pkeyenting 
makine pollution anv pkotecting makine kesoukces2 Fkom a socialHkelatev pekspectiye5 social 
rnance is usev to rnance social pko–ects 9pko–ects kelatev to indkastkuctuke veyelopment5 
chilvcake anv nuksing cake suppokt5 emplo.ment anv the health od emplo.ees5 etc2-2

These t.pes od rnancing mainl. taxe two dokms; one is to kaise dunvs dkom capital makxets 
b. issuing bonvs5 anv the othek is to kaise dunvs thkough loans dkom rnancial institutions 
9mainl. banxs-2 8n avvition to bonvs5 theke can also be eMuit. rnance in the dokm od stocxs 
anv othek secukities2

Aoweyek5 these t.pes ma. oyeklap5 which maxes them vi'cult to categokise2 Thekedoke5 in 
Japan5 as vesckibev in the neft section5 pkinciples anv guivelines haye been veyelopev 
basev on inteknational pkinciples anv guivelines5 anv the keMuikements dok each t.pe od 
rnancing anv its kelationship with the othek t.pes od rnancing haye been okganisev2 
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Taxing the kelatiyel. new tkansition rnance as an efample5 the Pasic Xuivelines on Blimate 
Tkansition Finance labels thkee categokies od rnancial instkuments as tkansition rnance;

42 rnancial instkuments 9bonvs ok loans- that meet the douk elements[9] od visclosuke 
kecommenvev in the Blimate Tkansition Finance Aanvboox b. 8BEI anv the 
pkoceevs od which shall be usev dok specirc pukposes 9when the pkoceevs ake 
not usev dok gkeen pko–ects but the pkocess dollows the efisting pkinciples anv 
guivelines-U

02 rnancial instkuments 9bonvs ok loans- that meet the douk elements5 set takgets 
in  line  with  the  tkansition  stkateg.  anv  change  theik  rnancial  ok  stkuctukal 
chakactekistics5 ok both5 vepenving on the achieyement od pkevernev takgets5 anv 
the pkoceevs od which can be usev dok genekal cokpokate pukposesU anv

¥2 rnancial instkuments that meet the douk elements anv dollow the efisting Xkeen 
Ponv Dkinciples anv the Xkeen Ponv Xuivelines 9when the pkoceevs ake usev dok 
gkeen pko–ects-2

The guivelines also notev that kegakvless od 9a- to 9c- aboye5 rnancial instkuments that 
dulrl the douk elements od tkansition rnance ma. be kecognisev as tkansition rnance2

Dkinciples anv guivelines

Theke is no legislation in Japan that vernes the ckitekia anv keMuikements dok specirc 
t.pes od gkeen rnance5 social rnance5 sustainabilit. rnance5 sustainabilit.Hlinxev rnance ok 
tkansition rnance2 Aoweyek5 the dollowing pkinciples anv guivelines haye been veyelopev 
b. keleyant Japanese ministkies in accokvance with inteknational ones dok kedekence in 
akkanging such rnancing2

Bontkast chakt in kespect od bonvs

T.pe od bonv 8BEI Japan

Xkeen bonv Xkeen Ponv Dkinciples Xkeen Ponv Xuivelines

Social bonv Social Ponv Dkinciples Social Ponv Xuivelines

Sustainabilit. bonv Sustainabilit. Ponv 
Xuivelines

Xkeen Ponv XuivelinesH
[10] anv Social Ponv 
Xuivelines[11]

Sustainabilit. H linxev bonv Sustainabilit. H Linxev 
Ponv Dkinciples

Sustainabilit. H Linxev 
Ponv Xuivelines

Tkansition bonv Blimate Tkansition Finance 
Aanvboox

Pasic Xuivelines on 
Blimate Tkansition Finance

Bontkast chakt in kespect od loans

T.pe od loan LEI anv otheks Japan

Xkeen loan Xkeen Loan Dkinciples Xkeen Loan Xuivelines
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Social loan Social Loan Dkinciples ’

Sustainabilit. loan ’ ’

Sustainabilit. H linxev loan Sustainabilit. H Linxev Loan 
Dkinciples

Sustainabilit. H Linxev Loan 
Xuivelines

Tkansition loan ’ Pasic Xuivelines on 
Blimate Tkansition 
Finance[12]

Cach od the pkinciples anv guivelines pkoyive douk ok rye coke components2 The coke 
components that the pkinciples anv guivelines dok gkeen5 social anv sustainabilit. rnance 
haye in common ake Yuse od pkoceevsY5 Ypkocess dok pko–ect eyaluation anv selectionY5 
Ymanagement od pkoceevsY anv YkepoktingY2 The kepokting component is also a coke 
component od sustainabilit.Hlinxev rnanceU howeyek5 as pkoceevs od sustainabilit.Hlinxev 
rnance can be usev dok genekal  pukposes5  use od pkoceevs is not one od its coke 
components2 :athek5 as sustainabilit.Hlinxev rnance is a rnancial instkument dok which 
the rnancial ok stkuctukal chakactekistics5 ok both5 can yak. vepenving on whethek 
the issuek achieyes pkevernev sustainabilit. takgets5 Yselection od xe. pekdokmance 
invicatoksY5 Ycalibkation od sustainabilit. pekdokmance takgetsY5 Ybonv_loan chakactekisticsY 
anv YyekircationY ake pkoyivev as xe. components in the pkinciples anv guivelines2

8t is notewokth. that in 0100 the Xkeen Ponv Xuivelines anv Xkeen Loan Xuivelines 
intkovucev yiewpoints in –uvging whethek a cektain pko–ect has a cleak impkoying eddect 
on the enyikonment2 Idtek intensiye viscussions at the qokxing Xkoup on the Xkeen List5 
which was establishev b. the Bommittee on Xkeen Finance at EOC in Jul. 010¥5 the 
qokxing Xkoup submittev a pkoposal to upvate the Xkeen List in Innef 4 od the Xkeen Ponv 
Xuivelines anv Xkeen Loan Xuivelines anv this upvate was keleasev in Eakch 010,2

8n avvition5 the content od the Xkeen Ponv Xuivelines5 the Xkeen Loan Xuivelines5 the 
Sustainabilit.HLinxev Ponv Xuivelines anv the Sustainabilit.HLinxev Loan Xuivelines weke 
keyisev to ke@ect the upvates in the keleyant inteknational pkinciples anv guivelines 
anv weke keleasev in Noyembek 010,2 The new Sustainabilit.HLinxev Loan Xuivelines 
avvev that YSustainabilit.HLinxev Loan FkamewokxsY veyelopev b. rnancial institutions as 
dkamewokxs dok rnancial instkuments5 loans unvek which maxe up appkofimatel. )1 pek 
cent od sustainabilit.Hlinxev loans in the Japanese makxet in 010¥5 shoulv compl. with the 
inteknational pkinciples anv the vomestic guivelinesU anv the VD8s shoulv be something 
kelatev to the bokkoweksN main business anv shoulv not incluve chakit. wokxs ok public 
awakeness actiyities2

These pkinciples anv guivelines ake not legal nokmsU thekedoke5 no legal penalties will be 
imposev id5 dok instance5 rnancing labellev as a gkeen bonv voes not meet some od the 
elements od the Xkeen Ponv Dkinciples b. 8BEI anv the Xkeen Ponv Xuivelines b. EOC2 
Aoweyek5 the main pukpose od these pkinciples anv guivelines is to ensuke the makxetYs 
conrvence in these t.pes od rnancing b. acting as a checx against bonvs anv loans 
that ma. be tkavev dok YgkeenwashingY pukposes5 which ake bonvs anv loans that ma. be 
pekceiyev as being gkeen vespite haying no enyikonmental benerts2 Since the goal is to 
ensuke conrvence in rnancing anv to attkact su'cient dunvs dkom the makxet5 makxet 
pla.eks yoluntakil. okiginate bonvs anv loans in compliance with these pkinciples anv 
guivelines5 anv it has become common pkactice to vo so in Japan2
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Sustainable disclosure rekuirements and taxonomy

zisclosuke b. companies

8n Japan5 unvek the Financial 8nstkuments anv Cfchange Ict 9F8CI-5 listev companies anv 
cektain othek companies genekall. must rle annual secukities kepokts with the local rnance 
bukeau within thkee months od the env od each rscal .eak2 These kepokting companies 
must incluve the visclosuke od sustainabilit. indokmation in theik annual secukities 
kepokts2 The sustainabilit. section compkises douk elements; goyeknance5 stkategies5 kisx 
management5 anv metkics anv takgets that ake basev on the dkamewokx od the Tasx 
Fokce on BlimateHkelatev Financial zisclosukes 9TBFz- anv the sustainabilit. visclosuke 
stanvakvs od the 8nteknational Sustainabilit. Stanvakvs Poakv 98SSP-2 The visclosuke kules 
pkoyive that the visclosuke od stkategies anv metkics anv takgets shoulv be keMuikev 
onl. id the keleyant kepokting compan. has vetekminev that the. ake matekial5 while 
goyeknance anv kisx management shoulv be visclosev b. all kepokting companies2 Imong 
yakious sustainabilit. issues5 dok climate change5 the visclosuke kules unvek the F8CI 
pkoyive no specirc visclosuke stanvakv5 but the Sustainabilit. Stanvakvs Poakv od Japan is 
cukkentl. veyeloping the sustainabilit. visclosuke stanvakvs basev on the 8SSP visclosuke 
stanvakvs2 I wokxing gkoup in the FSI is cukkentl. viscussing that the sustainabilit. 
visclosuke stanvakvs to be establishev b. the Sustainabilit. Stanvakvs Poakv od Japan will 
be incokpokatev into the visclosuke kules unvek the F8CI in the dutuke2 Fok human capital 
anv viyeksit.5 the visclosuke kules unvek the F8CI pkoyive dok visclosuke od human kesoukce 
veyelopment policies5 policies on impkoying the wokxplace enyikonment5 indokmation about 
the genvek pa. gap5 the katio od women in managekial positions anv the katio od male 
wokxeks taxing chilvcake leaye2

8n avvition5 the Tox.o Stocx Cfchange pkoyives the Bokpokate Xoyeknance Bove2 The Bove 
avopts a pkincipleHbasev appkoach5 unvek which each listev compan. is to substantiyel. 
intekpket anv appl. the Bove accokving to its own cikcumstances without being limitev 
b. the teft od the Bove itseld2 The Bove pkoyives that companies shoulv appkopkiatel. 
visclose theik initiatiyes on sustainabilit. when visclosing theik management stkategies2 
8n pakticulak5 the Bove pkoyives that companies listev on the Dkime Eakxet shoulv collect 
anv anal.se the necessak. vata on the impact od climate changeHkelatev kisxs anv eakning 
oppoktunities on theik business actiyities anv pkorts5 anv enhance the Mualit. anv Muantit. 
od visclosuke basev on the TBFz kecommenvations ok an eMuiyalent dkamewokx that 
incluves the 8SSP visclosuke stanvakvs2

zisclosuke b. inyestoks

8n contkast to these cokpokateHleyel visclosukes5 legal keMuikements dok the visclosuke od 
sustainabilit. indokmation b. asset manageks ok asset owneks5 ok on an inyestment pkovuct 
basis5 haye not been intkovucev .et in JapanU howeyek5 the dollowing initiatiyes ake being 
veyelopev2

8n  tekms  od  visclosuke  b.  inyestoks5  the  Stewakvship  Bove  od  Japan  avvkesses 
sustainabilit. consivekations5 incluving that institutional inyestoks shoulv cleakl. specid. 
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how the. taxe the issues od sustainabilit. into consivekation in theik stewakvship polic.5 
cokkesponving to theik inyestment management stkategies2 Fukthek5 in Iugust 010,5 the 
Babinet Secketakiat establishev Isset Ownek Dkinciples2 The Dkinciples clakid. that asset 
owneks ma. maxe sustainabilit. inyestments that contkibute to the sustainable gkowth 
od the inyestee companies5 id necessak.5 in light od theik staxeholveksN yiews anv theik 
own inyestment pukposesU dok efample5 asset owneks ma. keMuike entkustev rnancial 
institutions to incokpokate sustainabilit. consivekations into theik inyestments5 dokmulate a 
sustainabilit. inyestment polic. anv sign the Dkinciples dok :esponsible 8nyestment 9D:8-2

Fok CSX mutual tkusts5 the FSIYs Xuivelines dok Supekyision od Financial 8nstkuments 
Pusiness Opekatoks set out the points that the FSI consiveks dok the supekyision ’ such 
as the scope od CSX mutual tkusts5 appkopkiate visclosukes kegakving CSX mutual tkusts 
anv establishment od okganisational stkuctuke ’ b. asset manageks2

Tafonom.

I tafonom. dok sustainabilit. anv CSX has not been intkovucev in Japan2

ESG data, ratings and reporting

:epokting b. companies

Is viscussev in the YSustainable visclosuke keMuikements anv tafonom.Y section5 the 
visclosuke kules unvek the F8CI pkoyive that stkategies anv metkics anv takgets with 
kespect to sustainabilit. ake onl. keMuikev to be visclosev in annual secukities kepokts id 
the keleyant kepokting compan. has vetekminev that the. ake matekial2 Theke is no legal 
keMuikement to visclose indokmation on gkeenhouse gas emissions in annual secukities 
kepoktsU howeyek5 the FSI efpects that kepokting companies will pkoactiyel. visclose 
indokmation on Scope 4 anv 0 gkeenhouse gas emissions5 consiveking the matekialit. 
od the indokmation basev on the keleyant companiesY business movels anv business 
enyikonment2 qhile this efpectation on the pakt od the FSI voes not incluve Scope 
¥ gkeenhouse gas emissions5 theke was viscussion b. the membeks od the visclosuke 
wokxing gkoup to the eddect that indokmation on Scope ¥ gkeenhouse gas emissions is 
usedul2

The Ict on Dkomotion od Xlobal qakming Bountekmeasukes keMuikes cektain business 
opekatoks that pkovuce consivekabl. high gkeenhouse gas emissions to kepokt to the 
goyeknment indokmation on Scope 4 anv 0 gkeenhouse gas emissions5 anv the goyeknment 
publishes the indokmation annuall.2 This measuke is not dok the pukpose od visclosuke to 
inyestoks but is a kegulatok. pukpose dok global wakming countekmeasukes2

CSX eyaluation anv vata pkoyiveks

:ecentl.5 the kole od CSX eyaluation anv vata pkoyiveks has been inckeasingl. impoktant 
basev on the efpansion od sustainable rnance2 The pkoyiveksY eyaluations anv vata 
ake usev dok5 among othek things5 vecisions on inyestment in secukities b. institutional 
inyestoks5 ckeation od CSX invices anv engagement with companies2 8n zecembek 01005 
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the FSI publishev a Bove od Bonvuct dok CSX Cyaluation anv zata Dkoyiveks2 The Bove 
avvkesses issues kegakving CSX eyaluation anv vata pkoyiveks5 such as tkanspakenc. 
od eyaluations anv potential con@icts od intekest2 The Bove voes not constitute laws ok 
kegulations that unidokml. keMuike all CSX eyaluation anv vata pkoyiveks to compl. with the 
Bove5 but kathek is vesignev to be a yoluntak. cove on a pkinciple basis5 wheke the FSI 
calls dok pkoyiveks to efpkess theik suppokt dok the Bove5 anv the pkoyiveks that suppokt 
the Bove eithek compl. with the Bove ok efplain the keasons dok theik nonHcompliance with 
a pakticulak item2 The Bove sets dokth pkinciples5 guivelines anv concepts with kespect to 
yakious matteks5 such as secuking the Mualit. od the sekyice od CSX eyaluation anv vata 
pkoyisionU managing invepenvence anv con@icts od intekestU anv ensuking tkanspakenc. od 
methovologies anv pkocesses dok the eyaluation2

Sustainable qnance incentives

The goyeknment oddeks yakious xinvs od incentiyes to pkomote sustainable rnance2

Financial incentiyes dok costs dok seconvHpakt. opinions od sustainable 
rnance issueks

EOC anv ECT85 thkough theik outsive efecutiye bov.5 pkoyive subsivies to kating agencies 
that pkoyive seconvHpakt. opinions to sustainable rnance issueks5 ok to consulting rkms 
that pkoyive yakious consulting sekyices dok gkeen rnance2 P. the goyeknmentYs pkoyision 
od the adokementionev subsivies5 companies that intenv to kaise dunvs thkough sustainable 
rnance ake kelieyev od the bukven od costs dok the seconvHpakt. opinions keMuikev unvek 
the keleyant pkinciples anv guivelines2 These rnancial incentiyes ake intenvev to maxe it 
easiek dok the companies to utilise sustainable rnance instkuments2

Tkansition rnance intekest subsiv.

ECT8 has oddekev an intekest subsiv. pko–ect dok tkansition loan bokkoweks since 01042 The 
bokkoweks ake keMuikev to;

42 obtain cektircation b. an outsive kating agenc. that the tkansition loan satisres both 
the Pasic Xuivelines on Blimate Tkansition Finance anv the Sustainabilit.HLinxev 
Loan XuivelinesU anv

02 appl. dok anv obtain cektircation od theik plan dkom the cektirev goyeknment 
ministk.2

ECT8 will oddek the intekest subsiv. in kelation to appkofimatel. 64 tkillion in loans in total5 
dok a pekiov od thkee .eaks2

zeyelopment od koavmaps dok pkomoting tkansition rnance

ECT8 veyelopev a koavmap to pkoyive a conckete vikection dok the tkansition towakvs 
achieying cakbon neutkalit. in 0131 dok gkeenhouse gasHintensiye invustkies2 ECT8 has 
keleasev koavmaps dok eight invustkial sectoks2 8n othek invustkial sectoks5 such as 
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the inteknational shipping5 vomestic makine tkanspokt anv ayiation sectoks5 theke ake 
koavmaps anv othek vocuments5 issuev b. the Einistk. od Lanv5 8ndkastkuctuke5 Tkanspokt 
anv Toukism5 which invicate technologies anv vikections towakv cakbon neutkalit. that can 
be usev ok dollowev dok tkansition rnance2

8t is assumev that companies will kedek to the koavmap when consiveking climate change 
measukes using tkansition rnance2 The koavmap is efpectev to assist rnancial institutions 
in vetekmining whethek a compan.Ys stkategies anv initiatiyes towakvs cakbon neutkalit. 
Mualid. dok tkansition rnance when the compan. kaises dunvs2

Carbon marfets and carbon trading

8n Febkuak. 010¥5 the Japanese goyeknment announcev the intkovuction od an emissions 
tkaving s.stem unvek its basic polic. dok the kealisation od Xkeen Tkansdokmation to achieye 
its goal od cakbon neutkalit. b. 01312 The dullHscale opekation od the emissions tkaving 
s.stem is schevulev to begin in rscal .eak 010(5 anv in connection with this5 the Tox.o 
Stocx Cfchange establishev a cakbon ckevit makxet in Octobek 010¥2 Bukkentl.5 the onl. 
item eligible dok tkaving in the cakbon ckevit makxet is JHBkevits5 which ake avministekev b. 
the Japanese goyeknment2

Green technology

Xkeen innoyation dunv

Towakvs the goal od achieying cakbon neutkalit. b. 01315 it is necessak. to maxe stkuctukal 
changes in the enekg. anv invustkial sectoks anv to inyest in gkeen innoyation2 8n 01045 
ECT8 establishev the gkeen innoyation dunv5 a 60 tkillion dunv5 as pakt od the New Cnekg. 
anv 8nvustkial Technolog. zeyelopment Okganisation2 The gkeen innoyation dunv suppokts5 
dok 41 .eaks5 companies anv othek okganisations that will implement pko–ects that ake 
aimev at kealising ambitious 01¥1 takgets 9pekdokmance5 amount od installation5 pkice5 BO0 
kevuction kate5 etc2- in the pkiokit. relvs dok the goyeknmentYs gkeen gkowth stkategies2 The 
pkiokit. relvs incluve oddshoke winv powek5 solak powek5 geothekmal powek5 h.vkogen5 anv 
duel ammonia2 The eligible pko–ect must incluve innoyatiye anv dunvamental :&z elements 
that ake wokth. od being commissionev b. the goyeknment2

The gkeen innoyation dunv keMuikes peksons in management at companies anv othek 
okganisations seexing suppokt to show theik commitment to tacxling the 01¥1 takgets 
as management issues2 To secuke this5 the gkeen innoyation dunv ma. tekminate suppokt 
anv keMuike a paktial kedunv od commission dees id the keleyant companies ok othek 
okganisations ake not su'cientl. committev to such eddoktsU anv the dunv intkovuces 
incentiye measukes5 such as contingent dees vepenving on goal achieyement leyels anv 
othek ckitekia2

zigitall. tkacxev gkeen bonvs
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8n June 01005 JDR Eakxet 8nnoyation & :eseakch5 8nc5 an a'liate od Japan Cfchange 
Xkoup5 8nc5 issuev vigitall. tkacxev gkeen bonvs thkough a secukit. toxen oddeking2 The 
bonvs utilise blocxchain technolog. to impkoye tkanspakenc. od vata anv e'cienc. od vata 
collection5 thekeb. avvkessing issues that haye been kaisev b. both issueks anv inyestoks 
od gkeen bonvs akounv the tkanspakenc. od vata anv complefit. od the vata collection 
pkocess neevev dok gkeen inyestments2 The mechanism automaticall. measukes the 
amount od powek genekatev b. kenewable powek genekation dacilities5 conyekts it into an 
amount od BO0 kevucev anv kecokvs on a secukit. toxen platdokm the amount od genekatev 
powek anv kevucev BO02 The inyestoks can access the vata kecokvev5 anv thekeb. the 
tkanspakenc. anv e'cienc. od gkeen pko–ects ake efpectev to impkoye2

Climate change, nature and biodiversity impacts

Dkogkess in kevuction od gkeenhouse gas emissions

Is viscussev in the Y:egulation anv polic.Y section5 in 0104 the goyeknment announcev its 
ambitious goal od a ,( pek cent kevuction in gkeenhouse gas emissions b. 01¥1 9compakev 
to 014¥ leyels-2 Iccokving to the pkogkess kepokt issuev b. Xlobal qakming Dkeyention 
AeavMuakteks on ¥1 June 010¥5 the total yolume od gkeenhouse gas emissions in rscal 
.eak 0104 was kevucev to 424 billion tHBO0e5 which is appkofimatel. W1 pek cent od the 
total yolume od gkeenhouse gas emissions in rscal .eak 014¥ 9i2e25 an appkofimatel. 01 
pek cent kevuction has been achieyev-2

Blimate anv tkansition kisx management dkamewokxs

It the time od wkiting5 theke is no legislation ok guivelines in Japan pkesckibing kules dok 
climate anv tkansition kisx management dkamewokxs with which companies in genekal 
ake keMuikev to compl.2  8n Jul. 01005  the FSI publishev Supekyisok. Xuivance on 
BlimateH:elatev :isx Eanagement anv Blient Cngagement5 which pkoyives yiewpoints 
in supekyisok. vialogues with rnancial institutions kegakving theik climateHkelatev kisx 
management anv theik engagement with clients to suppokt the kesponses od clients to 
climateHkelatev oppoktunities anv kisxs2 This guivance is nonHbinving anv sekyes as a 
baseline dok supekyisok. vialogues between the FSI anv rnancial institutions2

See the YSustainable visclosuke keMuikements anv tafonom.Y section dok the visclosuke 
keMuikements kegakving kisx management in the conteft od visclosuke od sustainabilit. 
indokmation b. kepokting companies2

Natuke anv bioviyeksit. kisx management dkamewokxs

Theke is yakious legislation in Japan takgeting pkesekyation od the natukal enyikonment anv 
bioviyeksit.2 8n pakticulak5 the Pasic Ict on Pioviyeksit.5 which was enactev in June 011W5 
is basic legislation takgeting the pkesekyation od bioviyeksit.2 8n Eakch 010¥5 the Japanese 
goyeknment announcev the National Stkateg. on Piological ziyeksit. 010¥’01¥15 which 
was compilev basev on the VunmingHEontkeal Xlobal Pioviyeksit. Fkamewokx avoptev at 
BOD43 in zecembek 01002 The National Stkateg. on Piological ziyeksit. 010¥’01¥1 sets 
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a takget od kealising Ynatuke positiyeY b. 01¥1 anv pkoyives ,1 takgets in rye basic polic. 
categokies2

Greenwashing and climate litigation risfs

Xkeenwashing

Is  viscussev  in  the  YSustainable  rnance  instkumentsY5  YSustainable  visclosuke 
keMuikements anv tafonom.Y anv YSustainable rnance incentiyesY sections5 while a 
tafonom. dok sustainabilit. anv CSX has not been intkovucev in Japan5 the Japanese 
goyeknment has taxen yakious measukes to pkeyent YgkeenwashingY5 such as keyising the 
sustainabilit. rnance guivelines5 the keMuikements pektaining to sustainabilit. visclosuke 
b. listev companies5 the supekyision od CSX mutual tkusts anv the establishment od the 
Bove od Bonvuct dok CSX eyaluation anv vata pkoyiveks2

Blimate changeHkelatev litigation

Knlixe in the Knitev States ok Cukope5 theke has been no notewokth. litigation vikectl. 
keMuesting the goyeknment ok Japanese companies to taxe cektain actions dok climate 
change 9e2g25 litigation alleging that the goyeknment polic. on climate change is not 
su'cient ok litigation keMuesting a compan. to taxe cektain eddectiye actions to kevuce its 
yolume od gkeenhouse gas emissions-2 Theke ake5 howeyek5 seyekal cases penving in Japan 
keMuesting an in–unction against the opekation ok constkuction od coalHrkev powek plants2

Special considerations

Not applicable2

Outloof and conclusions

To achieye the goal od cakbon neutkalit. b. 01315 the goyeknment is dokmulating yakious 
measukes to yitalise the sustainable rnance makxet2 8n avvition5 as it is xe. dok listev 
companies to pkoyive inyestoks anv othek staxeholveks with su'cient sustainabilit. 
indokmation to impkoye theik cokpokate yalue5 the dokmulation od the kules anv guivelines 
kelating to the visclosuke od sustainabilit. indokmation is pkogkessing kapivl.2

8t will be impoktant dok sustainable rnance makxet pla.eks5 incluving theik avyiseks5 to 
pa. close attention to moyements concekning sustainable rnance anv sustainabilit. 
indokmation visclosukes2

Endnotes
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1  These green bonds were issued by the Development Bank of Japan Inc.   � Back to 

section

2  http://greenfinanceportal.env.go.jp/en/bond/issuance_data/market_statu
s.html.   � Back to section

3  http://greenfinanceportal.env.go.jp/en/bond/issuance_data/market_statu
s.html.   � Back to section

4  http://greenfinanceportal.env.go.jp/en/bond/slb_issuance_data/slb_mark
et_status.html.   � Back to section

5  http://greenfinanceportal.env.go.jp/en/loan/issuance_data/market_statu
s.html.   � Back to section

6  http://greenfinanceportal.env.go.jp/en/loan/sll_issuance_data/sll_mark
et_status.html.   � Back to section

7  According to the statistical data, the total value of such loans since 1 January 2023 
had not increased in proportion to the growth in the number of deals; however, that is 
because recently the number of deals where the value of the loan is not disclosed has 
increased.   � Back to section

8  https://www.jsda.or.jp/sdgs/hakkou.html.   � Back to section

9  The Climate Transition Finance Handbook by ICMA provides four elements (Element 
1: issuer's climate transition strategy and governance; Element 2: business model 
environmental materiality; Element 3: climate transition strategy to be 'science-based' 
including targets and pathways; and Element 4: implementation transparency).   � Back 

to section

10  The Green Bond Guidelines apply to sustainability bonds to the extent that the 
proceeds of the sustainability bonds are allocated to green projects.   � Back to section

11  The Social Bond Guidelines apply to sustainability bonds to the extent that the 
proceeds of the sustainability bonds are allocated to social projects.   � Back to section

12  While these guidelines are written based on cases for bonds, the relevant concepts 
can also be applied to loans.   � Back to section
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