Sustainability Sector on the
Moscow Exchange (MOEX)

MOEX commitments for sustainable finance
•

MOEX is a Partner Exchange of the United Nations Sustainable Stock Exchanges initiative.

✓

Mission - to build the capacity of stock exchanges and securities market regulators to promote
responsible investment in sustainable development and advance corporate performance on
environmental, social and governance issues.

✓

ESG challenges in Russian market: how to motivate companies to pay attention to ESG issues if it does
not increase their profits or strengthen market position.

•

Sustainability Sector - launched in August 2019 - to promote better markets through more
sustainable business practices and responsible investments.

•

Sustainability indices - launched in April 2019 in partnership with the Russian Union of
Industrialists and Entrepreneurs (RSPP) in the context of country-specific indices - Responsibility
and Transparency Index and Sustainability Vector Index - based on annual analysis of Russia’s
largest companies demonstrating a robust ESG profile assessed by RSPP.
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Green Bond Market Evolution

Source: ICMA
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Green Bond Market has become one of the priorities of Bank of Russia
The Bank of Russia Guidelines for the Development of the Russian Financial Market in 2019–2021
cover the following key areas and activities:
Building reliable
financial
environment

• Involvement of financial
consumer ombudsmen in
disputes resolution
• Increase of personal
responsibility of
management
• Limited employment
opportunities in financial
sector for malicious
(unscrupulous) people
• Development of qualified
investor institute
• Increase of responsibility for
substandard sale of financial
products
• Unified financial
transactions register

Improving
financial
inclusion and
availability of
capital
• Introduction of individual
pension capital accounts
• Introduction of “green”
bonds
• Crowdfunding
• Introduction of new rules
for crediting private-public
partnerships
• Development of concession
projects
• Marketplace project launch
• Introduction of financial
services access points map
• Development of remote
identification and unified
biometric system
• Development of electronic
insurance services
distribution channels
• Improving insurance
services inclusion in Russian
regions

Developing
market
competitiveness

• Implementation of
integrated road map for
developing competition in
various sectors of Russian
economy approved by the
Government
• Building biometric database
• Credit history bureau
reform
• Marketplace project launch
• Faster payment system in
force
• Testing of digital
identification platform
• “Regulatory sandbox”
project development
• Bank of Russia’s withdrawal
from the capital of banks
undergoing resolution after
their financial rehabilitation

Ensuring
financial
stability

• Control for the population
indebtedness and
prevention excessive risk
accumulation in the
segment
• Risk-based approach to
insurance market
participants
• Widening the list of financial
non-credit institutions
subject to stress testing
• Improving the toolkit for
macroprudential stress
testing

Source: Bank of Russia
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Concept of the Sustainability Sector on MOEX
•

Facilitation of capital raising for companies implementing environmental and social
initiatives

•

Shaping business practice in the Russian market

Sustainability Sector

GREEN BONDS

SOCIAL BONDS

Financed projects bring clear
environmental benefits

Financed projects aim to
achieve positive social impact

• Renewable energy sources
• Electric energy efficiency
development
• Prevention of environmental
pollution
• “Green” transport
• Water and waste management
• Adaptation to climate change

П

• Access to basic infrastructure
• Access to the most important
services
• Affordable housing
• New job formation
• Food security
• Social and economic development
and social and economic
empowerment of people
• New schools, kindergartens,
hospitals and clinics

NATIONAL PROJECTS

Financed projects aim to
achieve the national projects
objectives
• “Ecology", "Housing and urban
environment”
• “Comprehensive plan upgrading and
expanding backbone infrastructure”
• “Demography”, “Health”
• “Education”
• “Labor productivity and support for
employment”, “Culture”
• “Education”
• “Implementation of best available
technologies”
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Admission and Post-issuance Reporting Requirements
•

Inclusion in the Sustainability Sector is voluntary

•

Issuers submit Sustainability Sector Application (declaring their understanding of the
ongoing obligations and commit to provide a relevant report on use of proceeds) and
provide an external review to confirm green/social nature of the issue

•

Issuers are required to submit a report on appropriate use of proceeds on an annual
basis (by 15th of July) for the lifetime of the bond or until full allocation of proceeds.

•

Report shall be disclosed by one of the official information distributors in the Russian
securities market and submitted to MOEX for disclosure at the website. The report should
include a list of the projects to which proceeds have been allocated, as well as a brief
description of the projects and the amounts allocated, and their expected impact.

•

If an issuer does not disclose the relevant report an issue may be removed from the
Sustainability Sector

•

An issue bond can be offered within exchange-registered bond programs as well

What might be verified?
Verified Project
Certified Project
Certified Project

Use of proceeds

Verified Issuer
Verified Issue
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External Review Types
To admit bonds to MOEX’s dedicated Sustainability Sector, issuers are required to provide
external review in the form of the following (for green or social):

Second Party Opinion
Evaluation of green bond framework to ensure that
projects/assets align with green/social standards.
Can include quantitative assessment of overall
environmental sustainability approach and
evaluation of projects’ environmental features

Independent Third Party Assurance or
Verification
Bond issue verified or assured by qualified third parties
(usually audit firms) against certain internal or external
reference criteria (e.g. a bond meets the GBP or the
SBP)

Green Bond Rating
Evaluation or assessment by agencies and
certified analytical companies evaluating a
bond for its compliance with the GBP and the
integrity of its ‘green credentials’

Issuance Certification
Certification against designated criteria: checking
business processes (e.g. use of proceeds) or
environmental/social/sustainability criteria
(Climate Bonds Standards and sector-specific
criteria)

For national infrastructure project issuances a decision of government bodies or officials on
compliance with а Project objectives is required
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Advantages and disadvantages of going green
From the issuer’s perspective:

Pros

Cons

• Reputational benefits - improve corporate image,
generate positive public relations (e.g. marketing
can highlight issuer’s green credentials and
support for green investment)

• Entails some additional costs including the
resources needed to develop a green bond
framework

• Demonstrating and implementing issuer’s
approach to ESG policy

• Reputational risk if a bond’s green credentials are
challenged

• Improving diversification of a bond issuer’s
investor base

From the investor’s perspective:

Pros

Cons

• Use of proceeds and other reporting requirements
(on spending efficiency, project details and
updates, impact performance, etc.) give green
bond investors a significant information
advantage

• Lack of unified standards can raise confusion and
possibility for reputational risk if green
• integrity of bond questioned

• Improved risk assessment through use of
proceeds reporting

• Small bond issue sizes and less liquid market

• Satisfy ESG requirements and green investment
mandates

• Investors may seek penalties for a “green default”
whereby a bond is paid in full
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Case study: green bond issued by Center-Invest Bank
Use of proceeds - financing and refinancing of loans to
finance the environmental projects in:
• Renewable energy
• Energy efficiency
• Clean transportation

250 mil. rub
Coupon 8%
Moscow Exchange
Sustainable Sector

November 2019

Green Bonds Framework providing guidance for the bond
issuing activity:
• evaluation and selection of projects
• management of proceeds (separate account and green bond register)
• total value of the projects financed not less than the total nominal
value of green bonds issued
• annual environmental report (total value of the financed project;
industry of the financed project; total reduction of the specific energy
consumption; total reduction of CO2 emission)

Environmental and Social Policy of the Bank:

• incorporation of the environmental and social aspects into the
mainstream business of the Bank
• determination, both for the Bank, and for its customers, of the
corresponding functions and duties to achieve stable results in
agreement with the ESP
• setting of the strategic task of support of projects with high
environmental and social yields

Book structure
10% 18%
38%

Individuals

34%

AM

Banks

IFI
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MOEX ESG Indices have been awarded ISAR Honours 2019*
➢ MOEX - RSPP Responsibility and Transparency Index

➢ MOEX - RSPP Sustainability Vector Index

•

ESG Indices are designed for investors wishing to integrate ESG factors into their core
investments.

•

The key criteria for constituent eligibility and selection in the indices are the ESG scores
provided by Russian Union of Industrialists and Entrepreneurs (RSPP).

•

The scores contain a total company ESG score for a financial year, comprising 50
metrics in environmental (E), social (S) and governance (G) dimensions based on
publicly-available corporate reporting of Russia’s top 100 companies (in terms of sales
volume).

•

The methodology of ESG Indexes is constructed to be simple, with a selection process
meant to keep the index’s constituents weights in line with their ESG performance.

* - The ISAR Honours were established in 2018 to promote best national and international practice for sustainable development and reporting, and to support efforts to enhance the
quality and comparability of companies' reporting on sustainability issues and on the United Nations 2030 Agenda for Sustainable Development. ISAR (Intergovernmental Working
Group of Experts on International Standards of Accounting and Reporting) is coordinated by United Nations Conference on Trade and Development (UNCTAD).
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Disclaimer
NOT FOR RELEASE OR DISTRIBUTION OR PUBLICATION IN WHOLE OR IN PART IN OR INTO THE UNITED STATES, AUSTRALIA, CANADA OR JAPAN.
This presentation has been prepared and issued by Public Joint Stock Company "Moscow Exchange MICEX-RTS" (the “Company”). Unless otherwise stated, the Company is the source for all data and assumptions
contained in this document. Such data and assumptions are provided as at the date of this document and is subject to change without notice. Certain industry, market and competitive position data contained in this
document come from official or third party sources believed to be reliable but the Company does not guarantee its accuracy or completeness. The Company does not intend to have any duty or obligation to update or
to keep current any information contained in this presentation.
Neither the presentation nor any copy of it may be taken or transmitted into the United States of America, its territories or possessions, or distributed, directly or indirectly, in the United States of America, its
territories or possessions as defined in Regulation S under the US Securities Act 1933, as amended (the “Securities Act), except to “qualified institutional buyers” as defined in Rule 144A under the Securities Act. Any
failure to comply with this restriction may constitute a violation of United States securities laws. The presentation is not an offer or sale of securities in the United States. Moscow Exchange Group has not registered and
does not intend to register any securities in the United States or to conduct a public offering of any securities in the United States.
This presentation does not constitute an advertisement or a public offer of securities in any jurisdiction. It is not intended to be publicly distributed in any jurisdiction. This document is only being made available to
interested parties on the basis that: (A) if they are UK persons, they are persons falling within Articles 19 or 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005; or (B) they are outside
the United Kingdom and are eligible under local law to receive this document. Recipients of this document in jurisdictions outside the UK should inform themselves about and observe any applicable legal requirements.
This presentation is not a prospectus for purposes of Directive 2003/71/EC (and amendments thereto, including Directive 2010/73/EU, to the extent implemented in any relevant Member State and any relevant
implementing measure in the relevant Member State) (the “Prospectus Directive”). In any EEA Member State that has implemented the Prospectus Directive, this presentation is only addressed to and is only directed at
qualified investors in that Member State within the meaning of the Prospectus Directive.

This presentation is not directed to, or intended for distribution to or use by, any person or entity that is a citizen or resident or located in any locality, state, country or other jurisdiction where such distribution,
publication, availability or use would be contrary to law or regulation or which would require any registration or licensing within such jurisdiction.
This document does not constitute or form part of, and should not be construed as, an offer or invitation for the sale or subscription of, or a solicitation of any offer to buy or subscribe for, any securities, nor shall it or
any part of it or the fact of its distribution form the basis of, or be relied on in connection with, any offer, contract, commitment or investment decision, nor does it constitute a recommendation regarding the securities
of the Company.
The information in this document has not been independently verified. No representation or warranty, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy or completeness of
the information, assumptions or opinions contained herein. None of the Company, or any of its subsidiaries or affiliates or any of such person's directors, officers or employees, advisers or other representatives,
accepts any liability whatsoever (whether in negligence or otherwise) arising, directly or indirectly, from the use of this document or otherwise arising in connection therewith.
This presentation includes forward-looking statements. All statements other than statements of historical fact included in this presentation, including, without limitation, those regarding MOEX financial position,
business strategy, management plans and objectives for future operations are forward-looking statements. These forward-looking statements involve known and unknown risks, uncertainties and other factors, which
may cause our actual results, performance, achievements or industry results to be materially different from those expressed or implied by these forward-looking statements. These forward-looking statements are
based on numerous assumptions regarding our present and future business strategies and the environment in which we expect to operate in the future. Important factors that could cause our actual results,
performance, achievements or industry results to differ materially from those in the forward-looking statements include, among other factors:
–perception of market services offered by the Company and its subsidiaries;
–volatility (a) of the Russian economy and the securities market and (b) sectors with a high level of competition that the Company and its subsidiaries operate;
–changes in (a) domestic and international legislation and tax regulation and (b) state policies related to financial markets and securities markets;
–competition increase from new players on the Russian market;
–the ability to keep pace with rapid changes in science and technology environment, including the ability to use advanced features that are popular with the Company's and its subsidiaries' customers;
–the ability to maintain continuity of the process of introduction of new competitive products and services, while keeping the competitiveness;
–the ability to attract new customers on the domestic market and in foreign jurisdictions;
–the ability to increase the offer of products in foreign jurisdictions.
Forward-looking statements speak only as of the date of this presentation and we expressly disclaim any obligation or undertaking to release any update of, or revisions to, any forward-looking statements in this
presentation as a result of any change in our expectations or any change in events, conditions or circumstances on which these forward-looking statements are based. Past performance should not be taken as an
indication or guarantee of future results, and no representation or warranty, express or implied, is made regarding such future performance.
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