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Efforts on Financed Emissions | Issue Paper

® The paper was compiled by a working group of government and private organizations (including
financial institutions) in February 2023. It is part of the effort to facilitate transition finance and
decarbonize the real economy and is intended to address issues on financed emissions(FE) to
private initiatives and intergovernmental tracks including G7/G20.

Creating an Enabling Environment to Scale-up Transition Financing to Accelerate
Decarbonization of Hard-to-Abate Sectors

& Communication to the public and _‘{:,}’_ Basi N

@ AIM | private sectors regarding the FE asic Co cepts

. Identify the issues of FE initiated form its Transition Finance contributes to both mid-and long-term decarbonization of
characteristics. real economy and FE
To create an enabling environment for financial v Focusing only on the current financed emission may disincentivize some financial
institutions to finance for decarbonization by widely institutions from engaging in financing due to the concerns on temporary
sharing the knowledge to government tracks increase hindering their mid-term target and may lead to reluctance in financing
(G7/G20)and private sector initiatives. transition activities which will merit decarbonization in the mid- and long-term.

— FE

@ Background

Achievement of carbon neutrality is a worldwide

//\ Real economy emissions
issue and in Asia, financing for the transition of
hard-to-abate sectors (transition finance) is crucial. timeline

Acknowledging the importance of financial

emissions

] :

institutions on decarbonization, GFANZ and other Short-term : mid- and long-term
alliances have requested net zero target setting lgngﬁgrsgyﬂ'n”acr:gfe of

including emissions related to financial services towards high emitting Decrease of real economy emissions and FE
and activities (FE). sectors

However, financing for real economy
decarbonization may temporarily increase FE.
Since FE alone is not suitable for evaluating
corporations’ strategies or actions towards
decarbonization, emphasis on short-term FE trends
may disincentivize some financial institutions due
to concerns on the temporary increase of FE.

Importance of comprehensive explanation on efforts of real economy

decarbonization

v' Real economy decarbonization requires capital mobilization for transition and
innovation.

v' To appropriately evaluate such efforts by financial institutions, complementary
metric(s) for financed emissions and disclosure framework is required along with
the current methodologies.

Source) FSA, METI and MOE “Creating an Enabling Environment to Scale-up Transition Financing to Accelerate Decarbonization of Hard-to-Abate Sectors” (2023.02)
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We remain committed to supporting the implementation and monitoring of G20
Sustainable Finance Roadmap.

We highlight the need for corporates to implement their net-zero transition in line
with the temperature goal of the Paris Agreement based on credible corporate
climate transition plans.

We also highlight that transition finance, in line with keeping a limit of 1.5°C
temperature rise within reach, avoiding carbon lock-ins and based on effective
emissions reduction, has a significant role in advancing the decarbonization of
the economy as a whole.
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