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Executive Summary:

Recently, the global economy has taken a large interest in greening the financial sector, as
it became an indispensable tool to the progression of any nation. “Green finance is the
principle of green credit. It refers to a series of administrative means requiring that
commercial banks and other financial institutions carry on researches and developments to
produce pollution treatment facilities, be engaged in the ecological protection and
restoration.” (Mohd, S., & Kaushal, V. 2018) Green finance is portrayed as monetary aid
for green development which encompasses a fall in the ozone depleting substance as well
as air contamination emissions.” Consequently, developing and developed nations are
considering an endeavor to integrate instruments of greening their financial sector.
Initiatives including COP27 have contributed to the growing support for the greening of
the financial sector movement.

This paper explores the role of the banking sector as an essential catalyst towards
greening the Egyptian financial sector and achieving its climate-related goals. The
paper's objective is accomplished through a variety of international and cross-country
observations and recommendations. The results imply that regardless of the Egyptian
banking system various efforts in greening its financial sector, there is still room to

integrate more financial instruments to meet its predetermined objectives.

Egypt’s Climate Goals:

Since combating climate change has long been a top priority for Egypt, Egypt's
National Climate Change Strategy (NCCS) comprises five primary climate goals.
These objectives concentrate on the United Nations Sustainable Development Goals
(UNSDGs) and seek to fulfil Egypt's 2030 vision.

The first goal attempts to increase energy efficiency by enhancing thermal energy
installations, distribution networks, and operations involving oil and natural gas. Thus,
more ecologically friendly solutions like converting to electric or natural gas-powered
transportation will come into focus for consumers.

As a result, the Egyptian Environment Minister was entrusted with enhancing building

energy efficiency and implementing the national code of green buildings.



The second goal is to sustain agricultural areas and enhance crop management techniques.
This can be accomplished through fostering adaptation to climate change, increasing
resilience, and safeguarding individuals from its negative health effects. It can also be
accomplished by enhancing the health sector to reduce the burden of diseases brought on
by climate change. In order to accomplish this goal, it is necessary to prevent climate
change from having an impact on ecological systems and natural resources. The
establishment of suitable infrastructure and adaptable services for mitigating the negative
effects of climate change is necessary for the achievement of this goal.

The third goal hinges on enhancing governance and management structures of initiatives
related to climate change. This milestone would improve Egypt's global positioning and
foreign investment will be drawn to financing climate change-related initiatives.

The fourth goal attempts to strengthen the framework for financing climate action,
particularly by encouraging green banking practices. Green credit lines, green bonds, and
initiatives to support green jobs are a few examples of green banking practices.

The fifth goal is to increase policymakers, consumers, and students' understanding of
climate change through scientific research and knowledge management. thereby reducing
their overall carbon emissions. This goal aims at increasing awareness thus positively
impacting the behavior of investors.

The Regional Director of the Sustainable Development Department of the World Bank
Group emphasized the significance of accomplishing those five objectives and said that
international organizations are prepared and willing to provide funding for this plan in
order to be in line with Egypt Vision 2030 (Samir, 2022).

The financial sector has a vital role in reducing the impact of climate change and
mitigating the impact of adverse climate events. With the aim of achieving the
previously discussed goals, Egypt should start incorporating green finance into its
practices. That being said, it is important to examine the role of the financial market, in
specific banks, on green finance. The term green finance encompasses the public and
private sector’s role in financing areas that support environmental goods and services such
as water management or biodiversity protection. On the contrary, brown investment refers

to initiatives that do not priorities reducing the negative impact on the environment.



The IMF is assisting by working with the Network of Central Banks and Supervisors for
Greening the Financial System to boost green finance and provide stress tests that take

climate change into consideration.

Egypt Milestones towards greening the financial sector:

Egypt was the first country in North Africa and the Middle East to issue sovereign
green bond which was an inspiration to other developing countries in the year after.
sovereign green bonds were issued BY the MOF in September 2020 with a value of
USD750 million, 5 years maturity and 5.75% interest rate in the sustainable bond market
in London stock exchange; there was a high demand on this bond as it was more than 7
times oversubscribed given that USD 500 million was its initial announced value. By
issuing green bonds, the government into the public finance plans, it increases the
transparency of government commitment to its environmental goals, it’s also attracted new
investors to capital market, Improved the Environmental social and governance profile
(ESG). As It was stated in the first impact report “The Egyptian Government of Egypt can
infer that the sovereign Green Bond will also encourage the Egyptian private sector to
commence utilizing sustainable financing instruments”. The use of proceeds is mainly
used on clean transportation (46%), and sustainable water and water waste management
(54%). First, the government is building the monorail which is an efficient, clean, and cost-
effective method of transportation. it was important as the government has priority of
developing safe, affordable and sustainable means of transportation; especially after
moving the capital from Cairo to the new administrative capital. Second, Egypt population
has an actual fear about the future access to water; specifically, after the political conflict
on the Ethiopian renaissance dam. There were 14 projects supported by the proceeds of
these green bonds in this sector (USD 403.26 million). These projects to meet the plan of
Ministry of Housing, Utilities & Urban Communities for seawater desalination to meet
drinking water needs meeting the future increase of population. HSBC played an
important role in the issuance of this green bond as the bank was the book runner,
joint lead manager, and joint green structuring advisor. The bank supported in

finalizing the green bond framework and coordinated the syndication; therefore, having



foreign banks in the Egyptian banking sector is essential in the development of sustainable
finance instruments, framework, policies and regulations.

The Central bank of Egypt (CBE) has conducted a stress test to the top 15 banks
representing about 84.7% of the total financial position of the banking sector during
2022. The main objective is to identify the negative impact of recurrent Covid-19 waves;
and climate change shocks. which mainly concluded that the increase in temperature can
result to a decrease of the credit rating by 50% of the high-risk sectors; such as agriculture
and tourism; and 25% of the medium risk sectors; such as construction; oil and natural gas
and petrochemicals. As stated above; those medium risk sectors represent a big weight in
banking sector’s lending portfolio which imposes a risk on the banking sector. Another
important finding of stress test that it pointed out operational risk which could result from
damage of assets from increased possibility of natural disaster (Egypt Country Climate and
Development Report, 2022)

The Egyptian Exchange (EGX) is and has always been a believer in the importance
of green finance and sustainability. It’s been more than two decades now since EGX took
its very first steps towards this long-term goal. EGX is one of four leading exchanges that
joined the United Nations' Sustainable Stock Exchanges initiative (SSE) in 2009. The
initiative that aims to enhance commitment and social responsibility towards
environmental issues among listed companies. EGX launched its S&P EGX ESG index in
March 2010. It is the first and only index of its kind in the Middle East and North Africa
Region created to monitor the performance of EGX-listed firms who exhibit leadership in
environmental, social, and corporate governance (ESG) concerns. The World Federation
of Exchanges' Sustainability Working Group (SWG), which was founded in March 2014,
counts EGX as an active participant. In fact, in May 2016, EGX was elected Vice Chairman
of the SWG for a two-year term that ended in May 2018.

The Environment, Social and Governance (ESG) Index for Egypt has been created by the
Egyptian Institute of Directors, Standard & Poor’s and Crisil. The S&P/EGX ESG index's
goal is to increase the exposure of businesses that outperform their market peers in terms
of the three dimensions of environmental, social, and corporate governance responsibility.
The S&P/EGX ESG Index tracks the performance of 30 firms listed on the Egyptian
Exchange (EGX) that have some of the highest ESG ratings and also adhere to the



eligibility criteria. The index reconstitutes annually, effective after the close of the last
business day of July. The EGX also conducts a semi-annual evaluation of constituents for
any ESG-related disputes that can affect the ESG score. EGX conducts the review using
any and all publicly available data. According to the most recent ESG scores, if a
constituent's qualitative ESG score is updated to the point where it drops below 90, the
constituent is replaced by the non-constituent with the highest ranking. The index is
calculated in U.S. dollars and Egyptian pounds to make sure its informative for different
investors that may be concerned with the issue.

Egypt has created a strong institutional and organizational framework for green finance.
According to “S&P/EGX index methodology published in 2021, The legal framework for
issuing green bonds was approved by Egypt's Financial Regulatory Authority (FRA) in
July 2018 with the goal of providing financial resources to finance environmentally
friendly projects in new and renewable energy, building, and transportation. A Regional
Center for Sustainable Development has been established by (FRA).

The green bond issued by Egypt is a component of the nation's creative debt management
plan, which attempts to broaden its investor base while switching to longer-term
borrowing. The Ministry of Finance is also implementing a plan to offer bonds in the
international markets to finance part of the needs of and Offering bonds in international
markets in US dollars, euros and one of the Asian currencies.

There are many criteria to which firms have to abide by in order to be included in the ESG.
The firm must disclose its emission of greenhouse gases, ozone-depleting substances and
its policy regarding regulatory risks associated with climate change. The firm is also asked
to identify its targets related to emission and deliver a committed carbon credit program.
Moreover, companies have to disclose their use of energy, how much energy they saved
and how they efficiently cut on carbon and harmful energy sources and diverted their
energy usage to renewable energy sources that are more ecofriendly, Percentage of
materials used that are recycled and initiatives taken for management of hazardous waste.
All these factors are taken into consideration and then Each company is assigned a
quantitative score, along with a qualitative score that is assigned based on independent
sources of information and Websites and Corporate Social Responsibility CSR filings. A

composite score is calculated for each company by summing the qualitative score and the



quantitative score. EGX will facilitate the listing process for companies working in the eco-
industries field i.e. renewable energy, waste recycling, transportation etc. EGX provides a
diverse platform to finance eco-industries through IPOs, bonds, Sukuk and infrastructure
funds.

There are some initiatives taken in the Egyptian banking sector towards the
development of green finance in Egypt. First, CIB has established A solid governance
framework, and it consists of a Sustainable Finance Steering Committee, a cross-functional
committee charged by the Board of Directors with handling the Bank's operations, a
Sustainable Finance Function, and a Sustainability Strategic Network made up of focal
points from every function of the Bank.

A green finance product called the CIB Green Credit Loan was introduced by CIB in 2019
as part of its support for sustainable financing to help corporate clients that want to build
their businesses through environmentally conscious projects. Energy efficiency and
renewable energy are the focus of the Green Credit Loan, which has a lower interest rate
and is open to any projects that can demonstrate a beneficial environmental impact. In the
retail market, CIB also provides loans to cover the cost of buying and installing solar
panels. These loans have flexible repayment terms and technical support from well-known
vendors. Small and medium-sized businesses are important for the green transformation
and are acknowledged by CIB as being important for Egypt's economic and sustainable
growth. The Greening SMEs Program, which aims to support SMEs in adopting
sustainable practices and pursuing green business possibilities in accordance with Egypt
Vision 2030 and the SDGs, was launched by CIB as evidence of the Bank's belief in the
importance of SMEs.

Moreover in 2021, Together with the IFC, CIB has agreed to issue Egypt's first
corporate green bonds based on the info published by CIB green bond framework,
May 2021). The green bond issuance's major goal is to provide funding for initiatives that
tackle important environmental problems like climate change, resource depletion,
biodiversity loss, and air, water, or soil pollution. The issuance of green bonds was a private
placement with 5 years tenor and proceeds of $US 100 million to be used to fund a portfolio
of corporate green loans as well as funding the CIB green building capital expenditure with

an agreed cap of 20% of the issue proceeds. The IFC has been collaborating with Egyptian



financial authorities over the past two years to develop standards for this innovative and
crucial market tool that will help Egypt's green economy develop.

HSBC played a key role as a joint green structuring adviser, joint lead manager and
bookrunner, supporting each step of the process, from finalizing the bond’s green
framework to coordinating the syndication process and filling the order book according to
IFC. Moreover, HSBC is acquiring a new policy setting 2030 targets for emissions
reduction in different sectors, focusing on the heaviest emitters first. This includes a
commitment to phase down fossil fuel financing. By working with clients to develop
transition plans,

The bank also offers its customers competitive rates as well as flexible repayment
periods for loans to finance electric vehicle or energy efficient products as an initiative to

support their retail customers being more ecofriendly.

Peer Review

When it comes to countries’ efforts towards green finance, there are several examples
we can use to demonstrate the various directions a country could take. Developing
countries are keen on seeking alignment between financial markets development with
sustainable development.

Bangladesh is one example that has achieved many goals in this matter. In order to embed
environmentally sustainable financing within the institutional spirit of the country’s
financial sector, the Bangladesh Bank has led a persistent initiative. It encourages banks
and financial institutions to enhance financing for agriculture, micro, small, and medium-
sized firms, as well as for green businesses and industries. Environmental risk management
became mandatory in 2011 and banks were required to teach employees) low-cost on E&S
issues, create their own E&S risk management framework, implement sector-specific
policies, and begin reporting on E&S issues. Additionally, BB provided lenders with a
BDT?2 billion (USD 25.5) million refinancing window in order to support their liquidity for
green financing in 11 predetermined areas (Forstater, M. Halle, M. and Zadek. S., 2016).
Macroprudential support mechanisms are used to favor socially and environmentally

advantageous programs and options, such as lowering the equity margin requirements.



Better BB supervisory ratings are earned by green finance performers, and these ratings
come with advantages like permits for business expansion.

The Colombian government and the representative association of Colombian banks
(Asobancaria) signed in 2012 the voluntary framework and guidelines (Green Protocol —
Protocolo Verde). A voluntary framework supported by the government is offered by the
protocol. It lays out policies and standards for banks to follow when offering credit lines
and investments that will enhance living standards and promote the sustainable use of the
resources such as coal.

The first attempt in Indonesia to lay out the advances required to promote sustainable
finance through 2019 was made when the financial regulator OJK unveiled its Roadmap
for Sustainable Finance. The roadmap includes steps to boost the supply of sustainable
financing through regulatory support and incentives, targeted loans and guarantee schemes,
green lending models, green bonds, and a green index and encompasses the banking,
capital markets, and non-bank financial services sectors.

So, it’s clear that the very first step all countries take before anything is raise the awareness
regarding the matter and promoting it and then drawing the main guidelines and policies
that should be undertaken. After that, countries head to using the instruments available in
order to achieve their financial goals.

One of the best ways to achieve green finance goals is through the issuance of green bonds,
of which the US leads the pack with $118.6 billion issued in 2018 (World Economic
Forum, Financial and Monetary Systems, 2019). Total US-based managed assets using
sustainable strategies grew from $8.7 trillion at the start of p2016 to $12 trillion at the start
of 2018 - an increase of 38%, according to the Global Sustainable Investment Review.
According to reports, client demand is driving this increase. 40% of US fund managers cite
the UN Sustainable Development Goals as their inspiration for increased investment in
sustainable projects.

Globally, the sustainable debt market reached an unprecedented issuance amount of USD
1 trillion from 2010 to 2019, as shown in the figure below. Issuances totaled USD 319.8
billion in 2019 alone according to (Knoch,M. and Van der Plasken, C., 2020).



Figure 1:
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Brazil’s first initiative goes back to 2005 when The Corporate Sustainability Index (ISE)
of the BOVESPA (Brazil’s Index) Stock Exchange was introduced (Forstater, M. Halle,
M. and Zadek. S.,2016). In 2011, as part of the implementation of Basel IIl's Internal
Review for Capital Adequacy, the Banco Central do Brazil (BACEN) became the first
banking regulator in the world to ask banks to monitor environmental risks. In 2014, the
banking industry voluntarily adopted the "Green Protocol,” and BACEN created
regulations requiring all banks to set up socio-environmental risk systems based on the
principles of relevance and proportionality. For their whole insurance market, the Brazilian

Insurance Confederation and Brazilian insurers have also produced sustainability goals.



Figure 2:
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Brazil accounts for just 1% of the global green bond market, but local businesses are
becoming more interested in issuing green bonds.

In 2015, the food producer BRF S/A raised €500 million in the European market through
the sale of green bonds with a seven-year maturity, marking the first green bond issuance
by a Brazilian corporation (Stievani, C. and Biirgel, G, 2022). The company indicated in
its market announcements that the bond proceeds will be utilized to fund energy efficiency,
greenhouse gas emission reduction, and other environmentally friendly programs. Through
37 offers of sustainability-linked securities, Brazilian corporations raised USD 5.3 billion
in 2020, more than double the amount raised in 2019. In order to raise money to support
sustainable initiatives, financial institutions have also invested in the green bond market
and issued their own green securities. One of the biggest banks in Brazil, Bradesco, sold
BRL 1.2 billion in ESG-linked bonds towards the end of 2020, while Banco BTG Pactual,
a significant investment bank, earned USD 500 million in the international market through
a green bond offering at the beginning of 2021. In Brazil, the market for green assets and
ESG securities in general has expanded quickly, following a global trend. Although there

are obstacles to this market's maturation, such as those relating to the transparency of the



outcomes from green projects financed with green bonds, it appears to be in demand, both
in Brazil and abroad.

Kenya cross-listed its first green bond at the London Stock Exchange in January 2020
according to Forstater, M. Halle, M. and Zadek. S. (July,2016), and the country plans to
concentrate on developing a framework and sector for green bonds at the Nairobi Stock
Exchange in order to promote an investment environment for sustainable finance.

The Moroccan Capital Market Authority (AMMC) has released a framework for green
bonds as well as helpful instructions for issuing green bonds. Morocco's first green bond
was issued by the Moroccan Agency for Solar Energy (Masen) to support the nation's
development of solar power projects.

Insurance provides another path to green finance. Environmental risk-focused insurance
has undergone extensive experimentation. For instance, the German agency for technical
development cooperation GIZ is financing a project in Ghana that aims to develop and
establish a market for insurance products for climate change adaptation (IIPACC). In order
to secure farmers, rural and financial institutions, input dealers, and other parties in the
event that crops fail due to extreme weather conditions.

Many stock exchanges in developing nations are creating sustainability policies and
standards and have joined the Sustainable Stock Exchanges Initiative. Many countries,
including Nigeria and Mauritius, are initially implementing voluntary sustainability
reporting criteria. They identify the demands and worries of foreign institutional investors
as well as the need to exhibit global best practices in corporate governance as the main
motivators. However, similar to sustainability reporting in developed nations, no system
exists yet that delivers market-relevant data on material concerns that are regularly
considered when making financial decisions. A common sort of sustainability initiative
among stock exchanges is the creation of sustainability indices, with several creating
indices that incorporate social and environmental concerns. It is worth mentioning that
Egypt is one of these countries that developed sustainability indexes that identify
companies based on strong sustainability practices, using a set of internationally aligned
and locally relevant economic, environmental, social and governance criteria (Samak, N.,

2021).



Conceptual Roles of a Central bank for a green economy:

The central bank should impose practices to coordinate finance with sustainable growth
and development goals. This brings up the subject of "green central banking," which is
when the central banks consider environmental hazards, such as threats related to climate
change, that could have an adverse effect on the stability and growth of the financial sector
over the long term and, consequently, the macroeconomy. According to the definition
provided by the Green Banking Initiative, green central banking is the "process of taking
environmental risks and other sustainability-related ...factors into account in the design of
monetary policy and financial regulation in the pursuit of the traditional goals of price and
financial stability,” (Samak, 2021) Consequently, central banks might be required to
modify their strategies in order to encourage green investments or discourage brown ones
in order to function sustainably. As a result, when contrasted to greener projects, brown
investments lack environmental concerns and are viewed as being less clean and
renewable.

The central bank may adopt a set of macro and micro prudential regulation aiming to
promote green finance and ensure the sustainability of the financial system on the long-
run.

Micro-prudential regulation:

Instead of considering the status of the economy as a whole, micro prudential laws
focus on the stability of particular banking institutions and safeguarding their
consumers.

Disclosure requirements: To ensure that financial institutions are fairly pricing their
policies associated with natural disasters and climate change, effective disclosure rules for
banks and other financial institutions of climate change-related risks are essential. The Task
Force on Climate-Related Financial Disclosures (TCFD) of the Financial Stability Board
(FSB) emphasizes the use of disclosure regulations as a key tool to comprehend that a lack
of insight on risk exposure may only have a short-term impact on financial stability. Given
the short-term impacts, there will be long-term changes in the financial situation which
would arise from climate change's effects on the availability of raw materials. As a result,
mandating investors to comply with disclosure laws is necessary to promote transparency

and prevent market failure.



Reserve requirement: Reserve requirements, or the minimum level of reserves that
commercial banks are required to hold, can be used as a measure to encourage green
lending. The reserve requirements can be adjusted by the central bank to encourage
commercial banks to promote green assets or lessen the attractiveness of brown lending.
By giving commercial banks the option to have lower reserve requirements in the case of
diverse portfolios leaning towards greener and less carbon-intensive assets, the central
bank may now influence the allocation of credit and promote green finance. Moreover, the
acceptance of carbon certificates that can be used to obtain loan subsidies for low-carbon
project financing. In this situation, carbon certificates would serve as an inducement to
entice green investment.

Mandatory green risk management: Banks may decide to implement a mandate on
investors to abide by the environmental and social risk management criteria, similar to the
disclosure requirements. This could be accomplished by altering banks' lending policies to
make it easier to extend credit to green investors, thus increasing the incentive for green
investors. Commercial banks would have to demand investors to provide an evaluation of
E&S risks as part of the loan origination process, which would cut down on the amount of
funds allocated to brown initiatives and more towards green initiatives.
Macro-prudential regulation

Macro prudential regulation refers to implementing policies aiming to regulate the
systematic risks that hinder the stability of the financial system as a whole.

Assisting development banks: By providing long-term investment, development banks are
essential in aiding the green transformation. The primary argument for development banks'
existence is their ability to offer chances for investing in the greening of the economy. In
the past, the central bank has assisted development banks by establishing markets for
bonds. Bonds markets are issued by the institutions in order to finance their green
initiatives. However, the central bank's consistent and active support for development
banks may be accounted for as monetary financing, which could worsen inflation and
jeopardize the independence of the central bank.

Targeting refinancing lines: Refinancing lines refers to the act of revisiting the contracts of
pre-existing loans, thus in this case, the banks would refinance pre-existing loans to ensure

investors are taking environmental hazards into consideration. Central banks will hereafter



offer commercial banks incentives for aiding in the creation of green assets through green-
targeted refinancing lines. As a result, the central bank would reimburse commercial banks
for lending at a rate that was below the market interest rate for lending money for
environmentally friendly and sustainable initiatives.

Loan-to-value and loan-to-income caps: Banks can eliminate or ease the limit of credit by
which green investment initiatives take place. Thus, by providing higher value to greener
investments, the banks are reallocating their available resources to sectors that fall under
low carbon emission category.

Green financial market development: Green security markets and green financing
programs can be created by the central bank. The central banks of developing nations can
significantly contribute to the growth of financial markets and promote active trading on
the bond market to attract additional participants. The issuance and trading of such green
bonds could be a first step in transforming the economy so that greener investments are
more widely attractive, increasing overall sustainability. “Green bonds are fixed-income
securities whose earnings will be used to fund initiatives or activities that help mitigate or
adapt to climate change, as well as other environmental sustainability goals.” (Samak,
2021)

Green credit allocation: Green credit allocation policies relate to actions taken by banks to
consider environmental aspects of credit issuing in addition to the fundamental economic
advantages of certain investment initiatives. Central banks such as Bank of Bangladesh and
the Reserve Bank of India have adopted green credit allocation instruments by prioritizing
projects that support the development of projects mitigating and reducing the impact of
climate change. Henceforth, central banks can identify priority investment opportunities
where investors benefit from subsidized loan rates for priority sectors: thus, shifting the
attraction of investment from brown initiatives towards greener and more sustainable
initiatives.

Capacity building workshops: For bankers and investors, the central bank may provide
training and seminars aimed at boosting knowledge related to green investment. The
training schemes would be addressing what might be a potential lack of knowledge on
green financial issues, which has been identified as a significant drawback to the use E&S

risk management approaches.



As was previously explained, the majority of emerging economies heavily rely on the
central bank's green finance standards, which operate as a guide for banks' decisions. The
central banks therefore play a crucial role in developing industry-led guidelines that
priorities green investments and move the economy toward greener finance given their

financial system capacity and the authority bestowed upon them.

Role of Financial Regulatory Authority (FRA):

In 2021, the Financial Regulatory Authority (FRA) announced the launch of the Regional
Center for Sustainable Finance (RCSF). This center has been established to bridge the gap
between an economy’s financial status and the Paris Agreement on Climate Change and
UN Sustainable Development Goals. The RCSF aims to promote the utilization of greener
finance instruments such as green bonds, social bonds, and sustainability bonds whilst
encouraging investors to behave sustainably by adopting responsible investment practices.
Initiatives done by the RCSF are backed up by financial training and technical assistance
to investors who are involved with climate-related risks. In order to encourage the
development of a green economy outside of the banking sector, the center thus elevates
Egypt's presence on the global green economy map (Sustainable Stock Exchange Initiative,

2021).

According to Islam Azzam, the Vice-President of the Financial Regulatory Authority
(FRA), Egypt is currently employing measures with the focus of providing new financial
products to catch up with the constantly rising global economic developments. Azzam also
claims that the FRA's primary goal is to draw out the informal sector into the formal sector
by offering new green funding options. One of the main goals of issuing the green bonds
is to ensure that the low-income population become more conscious of and knowledgeable
about how to embrace green initiatives and steer it to benefit their own succession (Stohy,
2022).

In addition, Azzam discussed the fact that the authority is planning on issuing both micro
and macro digital finance instruments with the main purpose of supporting the agricultural
industry aside from offering direct financing to SMEs. Nevertheless, the FRA is also

aiming to license two green bonds in 2022, thus increasing the traction on green bonds and



green initiatives overall. Consequently, Egypt’s green bond initiation is an innovative tool
used to manage debt and diversify the investor base while shifting to long-term loan

issuance; henceforth stabilizing the economy (Stohy, 2022).

Egypt’s Banking sector overview

The Banking sector is currently composed of 37 banks which are categorized as; 3 state
owned, 25 private, 2 specialized and, 7 foreign branches banks. The five largest banks
accounts for almost 65% of the sector’s assets.

The sector has been showing stability in its financial soundness indicators even during the
COVID pandemic as the solvency ratio reported in June 2021 was 19% which is relatively
high if compared with the CBE regulatory limit of 12.5%. moreover, the non-performing
loans was 3.5% only in 2021 given that 90% of them are covered by provision funds. With
regards to the profitability ratios, also the sector has maintained its profitability indicators
after the pandemic as return on average assets was reported 1.2% in June 202.

Egypt’s commercial banking sector is considered large if compared with other countries
of similar economic size and income per capita and the banking sector assets are 106.2%
of its nominal GDP. (EGYPT Enabling Private Investment and Commercial Financing in
Infrastructure, 2019). Moreover, the banking sector is relatively important in the Egyptian
economy as it represent 90% of the financial sector. As shown in Figure3, 68.2% of the
banks’ assets are invested in Domestic credit; of which claims on government represent the
biggest percentage (65%); while claims on public and private business sectors are the
percentage (25%). the banking sector investments in government debt instruments are
34.4% of the sector’s total assets (Financial stability report 2020, CBE)

The credit facilities given to the largest borrowers from the banking sector are concentrated
in 4 main economic sectors Construction and building sector, Petroleum, natural gas and
petrochemicals sector, Iron and steel sector (10.4%), Real estate development sector
(9.5%). It was found out that the largest economic sectors borrowing from banks are
the medium risk sectors to climate change shocks as identified by the stress test

conducted by the CBE in 2022.



Figure 3:

Domestic Credit in FY 2020/2021
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Source: CBE, financial stability report 2020.
Despite the large size of the sector and its ability to finance companies; according the world
bank data, the percentage of firms which use banks to finance its investments was only
10.3% in 2020 which is very low compared to its peers (Morocco 43.9%, Jordan 39.2%,
turkey 28.7%).
Despite the soundness of banking sector in Egypt and its strong performance during the
pandemic, the sector is characterized by high exposure to government debt (65% of the
domestic credit); therefore, its recommended to diversify the banks’ revenues to decrease
sector systemic risk in case of fiscal misbalances. (IMF report, 2022).
There are 10 listed banks in the Egyptian stock exchange; those banks represent 21%
of the total sector deposits and 23% of loans of which QNB and CIB represent more than
half of both percentages deposits and loans. Most the banks are traded at a price lower than
its calculated fair value at the end of 2020 because EGX was not well performing at that
time. The stocks of the banks listed have low multiples ratios, strong ROE and some banks
have low earning per share annual growth rate such as Suez Canal bank and al Baraka bank
(Egypt Banking Sector 2021| Bright Year for Lending; Less Bright for Profits, 2020).
There are no banks that have bonds traded at EGX, however there are lots of securitized

issuances by non-banking financial institutions which indicates the difficulty to issue green



instruments by banks on the Egyptian stock market as the capital market is still in its

development stage.

Challenges:

There are some challenges which may hinder the development of green finance in the
Egyptian economy. First, capital market in Egypt is still shallow (denominated by
government debt) and there are almost no corporate bonds traded in the Egyptian stock
exchange; therefore, it will be hard to create demand on green corporate bonds. Second,
there is demand of green finance by the international investors; however, foreign investors
participation will impose currency risk given that the required return would be in foreign
currency given that green projects would generate revenues in EGP. Moreover, the risk
increased with current currency devaluation due to the prevailing economic condition.
Third, there are economic distress due to COVID pandemic and Ukraine war; which may
lead to DE prioritization of the implementation of green agenda. Finally, returns on the
green projects can be low and risky as there is high cost of implementing new technology;

which will affect yields on green instruments as well as lending institutions profitability.

Recommendations:

Even though a huge deal of effort has been put by the Egyptian government and the private
sector towards greening the financial sector, we have not yet quite reached our full potential
in this aspect. Below are some recommendations that could be considered by the
government, CBE and the banking sector, to take a leap towards a more sustainable
economy.

The Egyptian government may consider creating a national green taxonomy thus
facilitating the identification of green investments. In addition, it allows engagement in
budget tagging activities which is important as it realigns the public budget with prior
obligations concerning the country’s sustainable development and the Paris Agreement's
climate goals. The use of green taxonomy would be helpful in the decision-making process.
Having a set guideline to environmental risks is crucial to making effective decision

making regarding different initiatives. (The World Bank, 2022).



The term green taxonomy refers to the framework of identifying initiatives that may be
categorized as environmentally sustainable investments. Given that sustainability is a
major indicator of an economy’s long-term success, it is important to establish clear
guidelines for banks and firms to follow. Therefore, green taxonomy aids companies and
firms to adjust their practices and encourage firms to behave more sustainably. It is worth
mentioning that investing in a green economy means focusing on improving the efficiency
of different sectors including; agriculture, waste management, water and energy. Thus,
overall contributing to increasing competitiveness of the domestic economy with other
economies on reduced pollution and environmental degradation (The World Bank, 2022).
The use of national green or climate taxonomies have been widely used by a number of
countries including Bangladesh, China, Columbia, Malaysia, Mongolia and the European
Union. Climate budget tagging refers to a tool used to monitor and track climate related
risks in the national budget system. Thusly, the budget tagging allows for a comprehensive
understanding of climate-related spending which would enable the government to adjust
its policies and decisions to prioritize green initiatives. Nevertheless, budget tagging may
be used to enable nations to incorporate environmental factors in the planning stage of
budgeting. Thus, by including the budget tagging, investors may have a better
understanding of how to allocate their funds towards financing gaps and promoting
specialization. (The World Bank, 2022)

The Central Bank of Egypt has a great role to play in the implementation of green
finance in the banking sector and ultimately in the economy. There are various tools to
be used by CBE to encourage and ensure banks are following the long-term goal. One of
them is that CBE could account for the green Loans and green credit lines that commercial
banks offer to the market as a part of the required reserve that the bank is obligated to keep
at CBE, by doing that the banks will be encouraged to direct a bigger portion of its budget
towards green finance, offering support to green market investors and at the same time
making use of its liquidity instead of getting no interest from the CBE on its required
reserve.

Another important role of the CBE as a regulatory authority governing the banking sector
is to conduct more regular and inclusive stress test for climate change shocks on the

banking sector to ensure the soundness and stability of the banking sector given that climate



change effects on lots of the economic sectors is inevitable. Furthermore, the central bank
can have regular and extensive trainings and workshops for employees associated with
departments related to green finance. Finally, the CBE, can issue a green taxonomy for
banks in order to facilitate what are the activities and projects which will be considered
green wither for climate mitigation or adaptation.

There is a huge contribution of foreign banks can have to accelerate the development
of green finance. those banks should act as consultants and pioneers for initiatives or
instruments for green finance endorsement. For instance, forming a green banking contact
group to discuss what are the recent developments in green finance area; and share foreign
banks initiatives in other countries that can be implemented in Egypt

Ministry of finance should issue more green bonds in the international as well as the
Egyptian market. After COP 27, the awareness level is at its highest regarding the
importance of sustainability and the impact of our investment decisions towards the
environment. Therefore, it will be a great time to reintroduce green bonds to the market as
the demand is increasing. Egypt is rich in solar power and renewable energy sources that

would make it attractive for investors to pitch in.
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Green Growth Dimensions Green Growth Index
e et % oo omporentis * inchaion © S Lol & mamc s
Botswana 64.48 77.53 14.23 62.32 45.88 Moderate 1
Egypt 17.37 48.22 38.51 56.51 36.74 Low 10 I
South Africa 28.79 61.02 15.68 65.26 36.62 Low i
Cameroon 45.41 62.26 15.28 35.94 3530 Low 12
Madagascar 43,98 62,65 1831 25.85 33.79 Low 13
Malawi 37.72 84.55 9.63 24.44 2943 Low 14
Zambia 36.04 7849 7.63 24.25 26.89 Low 15
Kenya 41.60 66.04 3.83 4472 26.19 Low 16
Zimbabwe 30.95 84.08 412 40.69 25.71 Low 17
Burundi 41.57 7336 4.06 3269 25.22 Low 18
Nigeria 37.05 57.00 3.94 3269 22.84 Low 19
Tanzania 41.32 75.61 33.81 36.51 44.32 Moderate 2
Algeria 11.66 46,51 7.76 59.40 2236 Low 20
Sudan 21.41 40.54 3.98 2393 16.96 Very Low 21
Mauritius 46.28 61.02 14.81 78.97 42,63 Moderate 3
Marocco 27.93 74.82 28.68 54.98 42,61 Moderate 4
Ghana 38.27 7236 23.36 50.06 4242 Moderate 5
Uganda 47.04 75.70 27.10 29.18 40.96 Moderate 6
Tunisia 19.18 59.16 29.66 67.89 38.88 Low 7

Senegal 32.14 71.39 2211 40.73 38.17 Low 8
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Indicator categories

EfficienEand Efficient and Efficient and Material use
Country Sustainable Resource 3% e ¥ taable waler usa s Sustainable land use %
Use

Algeria 11.66 39.74 3.87 130 92.57
Angola 41.88 89.27 70.74 5.17 94.22
Benin 3575 71.08 55.10 5.39 7746
Botswana 64.48 70.27 57.60 66.24
Burkina Faso 34.20 8242 51.45 4.35 74.22
Burundi 41.57 76.40 51.32 11.98 63.58
Cabo Verde 47.18 7012 55.96 13.91 90.78
Cameroon 45.41 86.87 52.77 1049 88.41
Central African Rep. 61.76 75.05 52.77 589.4%
Chad 76.40 93.99 51.21 92.66
Comoros 51.23 81.34 54.28 3044

Congo Dem. Rep. 33.77 50.50 10.11 7546
Congo Republic 83.52 89.58 68.72 94.63
Cote d'lvoire 39.57 78.11 52.59 6.48 92.06
Djibouti 57.06 93.84
Egypt 17.37 47.39 1.69 1335 85.20
Equatorial Guinea 54.05 100.00

Eritrea 61.04 86.69 51.36 51.07
Eswatini 87.47 87.64

Ethiopia 37.72 55.22 50.84 10.00 72.09
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Indicator categories

Green Economic

Opportunities Greeninvestment % GreenTrade Greenemployment % Green innovation ¥
Egypt 3851 61.19 19.97 66.51 27.05
Tanzania 33.81 84.68 12.20 3740
Tunisia 29.66 44.54 41.27 15.56 27.05
Maorocco 28.68 83.64 9.93 30.12 21.05
Uganda 27.10 42.50 6.35 7379
Ethiopia 26.05 65.79 517 51.96
Ghana 23.36 54.33 6.27 3740
Senegal 22.71 7246 7.08 22.84
Madagascar 18.31 67.14 4.00 22.84
South Africa 15.68 55.72 36.00 30.12 1.00
Cameroon 15.28 61.51 7.00 8.28
Mauritius 14.81 47.15 8.32 8.28
Eotswana 14.23 91.39 203 15.56
Malawi 9.63 22,96 16.38 22.84 1.00
Algeria 7.76 86.67 539 1.00
Zambia 763 68.34 649 1.00
Zimbabwe 4.12 29.33 2.39 1.00
Burundi 4.06 29.81 2.24 1.00
Sudan 3.98 55.01 1.15 1.00
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Abstract

Following the emergence of new climate change challenges that banks are now dealing
with, the banking sector landscape is increasingly moving towards a new premise. Natural
disasters brought on by climate change that occur on a worldwide scale have a disruptive
impact on the banking industry's long-term viability and profitability. According to general
consensus, Egypt's banking system should work together to promote green economic
growth and bear the primary responsibility for the country's environmental initiatives. At
this time, Egypt's banking sector has started to better itself through green banking efforts,
which will ultimately benefit Egypt's sustainable growth and green economic expansion.
Egyptian Banks actively participate in the financing of initiatives and sectors that have
favorable effects on the environment and society. The study's applicability is ensured by
the rising responsible banking and its regulation, which is of scientific and practical
importance. The study's objective is to synthesize and organize the findings of academic
research on the role of banks in supporting the country’s plan to transition to a green
economy. Also, in order to comprehend the position of Egyptian banks in the transition to
the green economy, this research highlights the role of the Agricultural Bank of Egypt in
assisting the country's plan for the green economy and seeks to describe the limits of this
role's impact. The study has applied the methods of critical analysis, logical generalization,
systematization, and grouping within the framework of the historical approach. using
secondary data obtained from Egyptian banks, articles that were published in prestigious
journals and media, data from websites, and bank financial reports. As a result, the study

nmn

confirmed the relationship between the terms "green finance," "green economy," and
"sustainable development," and it showed that green financial products are being included
into Egyptian green banking processes. Therefore, it would seem that terms are not at odds
with one another. Also, the research concluded that responsible sector of Egyptian banking
is moving towards the transformation of banking products and services into
environmentally and socially oriented ones. It can be deducted that the Agricultural Bank
of Egypt serves as a role model for encouraging the transition to a green economy. On the

other hand, The Egyptian banking sector is still in the early stages of its green banking

Initiatives.



Keywords: Green Banking, Banking Sector, Green Finance. Green Economy, Sustainable

Development.

Introduction

The world community's focus has recently switched away from the wasteful use of natural
resources toward the logical and long-term usage of economic linkages and procedures.
Growth that satisfies the needs of both the present and future generations was defined as
"sustainable development" at the UN Conference in Rio de Janeiro in June 1992. Adopting
the concept of "sustainable development" necessitated figuring out how to alter economic
relationships, identifying strategies for achieving these objectives, and creating the term
"green economy." An economy that is "green" fosters social justice and wellbeing for all
citizens, significantly lowers environmental risks, and suggests a connection between
social progress, the environment, and economic growth. In order to develop a road of
prosperity via economic and social justice and restore Egypt's position in regional
leadership, Egypt continues to maintain a foothold on the route towards inclusive growth.
According to the Egypt Vision 2030 Report by the Egyptian Cabinet of Ministers (ECOM,
2017). “The Sustainable Development Goals (SDGs), which are important for Banks' plan
to advance the green economy, include SDG 6 on clean water and sanitation, SDG 7 on
accessible, clean energy, SDG 9 on business, innovation, and infrastructure, SDG 11 on
sustainable cities and communities, and SDG 13 on combating climate change”. In order
to advance the larger objective of sustainable development, banks operating in the Egyptian
market have started to experiment with financing environmentally friendly projects, or so-
called green banking.

More assistance is needed, especially in the financial sense, for the transition to a green
economy. This change is having an impact on Egypt's banking system. New institutional
structures, a modification to the financial architecture, rerouting of financial flows, the
introduction of new financial instruments, the establishment of a regulatory framework,
financial supervision, and a new management structure for the banking industry are also
brought about by this change. These measures are said to be "greening" the banking

industry (Kabir L. S., 2016). The financial system's support for sustainable development,



which can also play a major role in the financial sector, could help financial stability
(Lehner O. M., 2016).

Everyone's most pressing and fundamental concern is the environment. Global
warming and environmental damage are happening everywhere in the world as a result of
the fast industrialization. The Egyptian society now demands that the government,
regulatory authorities, corporate entities, NGOs, and individuals in Egypt take prompt,
proactive action. Since banks are an economy's primary source of funding, the financial
sector does not go beyond that. Additionally, corporate financial decisions have a direct
and indirect impact on environmental deterioration and global warming. On the other hand,
as it is directly tied to the populace and politics, economics is the main concern in Egypt.
Economic issues were also significant to Egyptian politics. The economy is therefore
undeniable. We should proceed with protecting our environment in the same way that we
should continue the process of dimensional growth. 2013 (ittefaq). Egypt starts to consider
the idea of a green economy in this setting.

Additionally, the issue of climate change has now been raised by world leaders at nearly
all summits, and timely, significant actions are being taken. As an illustration, the Paris
Agreement is one of the important steps the world's economies have taken in the fight
against climate change. To keep the temperature, increase to 1.5 degrees Celsius requires
a lot of effort. Advocates of climate change issues assert that man-made disasters are to
blame, which prompts corporate managers to be concerned about environmental standards
and rules as well as legal compliance in business decisions. International banking
companies recently made substantial modifications to banking operations to improve
sustainability through an environmentally friendly method in order to keep up with recent
advances in the world. As an illustration, the Sustainable Banking Network (SBN) was
established by the International Finance Corporation (IFC) to advance green finance in the
banking industry. In order to preserve the environment for future generations, banks will
be urged to offer financial support to green businesses under this initiative. The IFC's
Sustainable Banking Network (SBN) is a platform for developing knowledge and skills in
sustainable finance for financial regulators and banking associations in emerging nations.
With assistance from SBN, IFC, and the World Bank, the Central Bank of Egypt (CBE)

unveiled the Sustainable Finance Guiding Principles on July 18. The principles seek to



hasten the growth of sustainable finance in support of the green economy while adhering
to international standards. The adoption of this regulation creates Egypt's national

framework for sustainable finance.

Literature Review

According to UN Environment inquiry (2017), The allocation of funds to a sustainable
and green economy is a crucial role played by the central bank and other financial
institutions. Financial institutions play a role through their cutting-edge green products and
increased investments in green projects, while central banks play a role through the
formulation of prudential policies at the micro and macro levels that include disclosure
requirements, climate-related requirements, and capital requirements.

Also, Mohammad Nazim Uddin, (2016) demonstrated the connection between shariah-
based banking in Bangladesh and green financing. And to make sure that natural resources
are used properly and to protect the environment by allocating money to projects that are
favorable to the environment. He also spoke about green financing, which encourages
investments in projects that are environmentally beneficial and will guarantee a sustainable
development for both the economy and ecosystem. Even Nevertheless, green financing is
a relatively new idea in Bangladesh, and it has a long way to go before it achieves its
objectives.

Similarly, Olaf Weber & Olawuwo Oni (2015), the study's methodology was based on
Bangladesh Environmental Risk Management Guidelines, Nigerian Sustainable Banking
Principles, and Chinese green guidelines. All three financial rules established criteria for
sustainable banking policies, strategies, practices, goods, and services by demonstrating a
favorable relationship between financial sector operations and sustainable development.
Additionally, the financial sustainability is significantly impacted by regulation
compliance. The attainment of key performance indicators of the sustainable banking
performance increases with regulatory compliance. Financial regulators must therefore
identify more sustainable issues and take them into account when approving green
investment.

Additionally, Ministry of Environment and Water of United Arab Emirates (2015)

carried out a survey on the role that financial institutions play in the green economy. They



discussed how financial organizations now include sustainability considerations in their
strategic planning, vision, and investment decision-making processes. More than 38
institutions currently offer green finance products in the UAE. However, the majority of
significant items are still not widely used. The study demonstrated that long-term green
investments benefit organizations in both material and intangible ways. The most
significant difficulties faced by financial institutions are acknowledged to be the absence
of proper legislation and regulations, the high risk associated with green industries, the
lengthy payback period, and the absence of viable projects.

Moreover, Katyal&Nagpal (2014) named the carbon credit industry, paperless banking,
energy awareness, green structures, and plantations as strategies that should be adopted by
banking operations to improve sustainable banking practices in a nation. Interestingly, a
bank's green banking initiatives and practices will help the environment while also
lowering costs for activities related to banking.

Additionally, Teodoro S. Ocampo (2013) examined the relationship and developed a
framework between green finance and a sustainable or green economy in order to make the
development of such an economy easier. He clarified that green finance refers to eco-
friendly financing of environmentally focused technology, projects, industries, businesses,
and financial products & services in order to ensure less environmental deterioration and
the maintenance of ecological balances.

Objectives of the Study

The study has significant academic importance since it opens policymakers' eyes and
because this is a new field of study that needs strong, objectively oriented scientific
evidences. Thus, the purpose of this study is to demonstrate how banks support Egypt's
transition to a green economy. The following is a list of the additional goals:

1. To illustrate how Egyptian banks have supported the green economy with green
financing.

2. To comprehend the connection between sustainable development and the green economy
through green finance.

3. To learn how the Agricultural Bank of Egypt promotes the transition to a green economy

by serving as a role model.



4. Review the green economy and environmental sustainability by Egyptian Bankers to

learn more about the various recommendations made.

Research Methodology

The study was conducted out using secondary data obtained from Egyptian banks,
articles that were published in prestigious journals and media, data from websites, and bank
financial reports. The Agricultural Bank of Egypt's role in the transition to a green economy
has been shown in Circular No. (259) from the 27th of November 2022, Sustainable Green

Finance.

Relationship between green economy through green finance and sustainable
development

A creative and important aspect of growing the green economy is green banking. This
Banks and other financial organizations play a part in the green economy through green
finance. It will take a lot of resources to realize the objectives of sustainable development
and the transition to a green economy.

Something that has been started with environmentally friendly measures is "green."
Consequently, green finance can be a movement that denotes the green economy, which
promotes a nation's sustainable growth. This is a benchmark for green banking (Hohne et
al. 2012). A broad term, "green finance," can relate to not only climate change but also to
financial investments in eco-friendly products, eco-friendly enterprises, and well-planned
regulations that support the green economy. It also considers other environmental concerns
like reducing greenhouse gas emissions, protecting biodiversity, and controlling industrial
pollution.

According to Pricewaterhouse Coopers Consultants (PWC) (2013), "green finance" is
the development of financial products and services by the banking sectors that take
environmental considerations into account before, during, and after the lending decision-
making process. According to UNEP (2005), a green economy is one that improves
human lives, promotes social fairness, and reduces environmental dangers and ecological
scarcities. According to (Burkart, K., 2010), a green economy is a conglomeration of six

key industries, namely: clean transportation, green building, renewable energy, water



management, waste management, and land management. (2011) (Carley, L. et al.) By
stressing resource efficiency and striking a balance between resource consumption and
nature's capacity to replenish these resources, sustainable economies aim to save the
environment. It is a term used synonymously with "green economy."

According to the OECD (2011), green growth is the process of accelerating economic
growth and development while preserving natural resources and environmental services
that are essential to our wellbeing. According to the International Chamber of Commerce
(2012), a green economy is one in which environmental responsibility and economic
growth coexist to support social development. With this concept in mind, sustainable
banking develops into a crucial mechanism for the green economy. Promoting the green
economy requires understanding the role that green finance institutions play in achieving

sustainable development.

A contribution to -

A means of achieving

(Figure 1)

According to the figure, the debate over the relationship between the green economy
and sustainable development is not about the two concepts' different goals, but rather about
how to accomplish multiple goals at once. Therefore, it would seem that sustainable
development and the goals of the green economy through green finance are not at odds
with one another.

Also, Egyptian banking sector consider the green economy to be a workable strategy

for achieving sustainable development through the green finance. According to According



to the Egypt Vision 2030 Report, The Sustainable Development Goals (SDGs), the various

definitions of the "green economy" are consistent with the ultimate goal of sustainable
development. Green economy in particular is a way to balance the social and environmental
tenets of sustainable development without sacrificing either. The green economy has thus
been marketed as a tool to achieve sustainable development rather than as a replacement

for it.

Benefits of green economy

It is widely accepted that the goal of a green economy should be to maximize human
welfare and equity while minimizing negative environmental effects. According to these
authors, it enables the nation to be more resilient to climatic changes, natural disasters, and
catastrophes. It also stabilizes the average air temperature, allows for effective resource
management, and reduces atmospheric warming by reducing greenhouse gas emissions.

In addition to its positive effects on the environment, the green economy also has
economic and social advantages. Higher rates of employment and economic growth are the
main implications on the economy that spring to mind. Financial institutions may be
exposed to climate or environmental liability risks if those who suffer losses due to climate
change or environmental damages demand compensation from those they hold
accountable, such as carbon extractors or emitters and environmental polluters in general.
This is due to the part central banks play in advancing green finance. These risks must be
taken into account in the macro-prudential policy frameworks of central banks, to the

extent that they are in charge of preserving financial stability.

Green Finance Categories for Egyptian Banking sector

Banks have supported a variety of asset classes as green investments to uphold their
environmental obligations.

Green finance refers to investments made in ventures that have a direct impact on
reducing environmental deterioration. It consists of a mix of direct and indirect green
financing for transition to the green economy The initiatives are being developed with
the help of direct financing. And indirect finance is to offer extra facilities to expand a

business that strives for sustainable development.



Below is a list of the majority of the common green finance sectors and products

in Egypt:

—
Figure 2: Green Finance Activities

The role of banks in supporting the country’s plan to transition to a green economy

Given that it is obvious that the effects of climate change will have an influence on
every nation, the shift to a green economy has become a major priority on a global scale.
One of the lessons learned from the 2008 global financial crisis was the necessity of
integrating the banking sector with social and environmental realities. As a result, it was
necessary to implement the idea of "green banking," support the green economy, and
implement sustainable financing.

In order to realize the green economy and combat climate change, Egypt is developing
more green financing options. In order to further the greater objective of sustainable
development, banks operating in the Egyptian market have started to make inroads into the

green economy by financing eco-friendly projects, or so-called green banking. Egypt's



banks are actively supporting a number of initiatives, including the nation's ambitious
renewable energy program, as the country quickens its transition.

First, the Central Bank of Egypt's (CBE) contribution to the green economy through green
finance The Central Bank of Egypt (CBE) recently published binding sustainable finance
legislation that are designed to speed the shift to a green economy and address current and
upcoming environmental and social risks. You can thus see the adaptability and vision of
the authorities. The CBE's efforts to strengthen and integrate sustainable finance within
banking activities are seen as continuing with the introduction of the Guiding Principles
for Sustainable Finance on July 18, 2021, which laid the foundation for sustainability and
sustainable finance concepts among Egyptian banks. Additionally, TCFD reports are
required to be submitted by all companies listed on the Egyptian Exchange.

In accordance with the national strategy for achieving the Sustainable Development

Goals (SDGs) and the conviction in the crucial role of sustainable finance in promoting the
green economy and banking stability, they will also mark an important step in enhancing
the banking industry's contribution to the realization of Egypt's Vision 2030.
In addition to requiring banks to incorporate sustainable finance policies and procedures
into their credit and investment policies, the regulation also mandates the creation of a
separate department for sustainability and sustainable finance within each bank.
Additionally, periodic reports in this regard are prepared, and to assess major corporate
projects from an environmental standpoint, a consultant with expertise in the field is
consulted. According to the statement, the regulations were created in a way that suited the
Egyptian context while adhering to international best practices. The policies also seek to
increase the availability of foreign exchange, increase investment opportunities by luring
investors who are more interested in sustainable initiatives, and encourage banks to finance
more environmentally friendly projects.

The Central Bank of Egypt also announced The Network of Central Banks and
Supervisors for Greening the Financial System (NGFS), one of the most significant
institutions focused on the green economy globally. The state's strategy for achieving
sustainable development and its conviction that the banking sector and the CBE play a
crucial role in promoting the green economy and putting into practice the very best

international best practices in this area led to the development of this new action.



Additionally, The CBE has launched a number of environmental initiatives to support
the green economy by making specific funds available to banks to use in providing credit
facilities to their customers under the auspices of these initiatives at low interest rates.
Examples of these initiatives include the initiative to replace vehicles with dual fuel
vehicles, the initiative to expand the establishment of natural gas stations, and the initiatives
for modern irrigation, gas-powered bakeries, and small- and medium-sized businesses,
which include new and renewable energy. In addition to its role in reducing pollution and
environmental damage, the green economy supports the effectiveness of many sectors,
including energy, agriculture, waste management, and water. Its projects also help to create
job opportunities, which helps to reduce poverty and raise living standards. degradation.

Secondly, Egypt issued the first sovereign green bond for” the Middle East and North
Africa”. The World Bank, a pioneer of green bonds and bonds for sustainable
development, provided guidance for Egypt's GDRM Program green bond issue. Vision
2030 for Egypt's citizens calls for a number of clean transportation options, including the
Cairo Monorail and improved access to potable water.

Thirdly, the Federation of Egyptian Banks has established a strategic action plan for the

shift to a green economy. From the vantage points of sustainability, governance, green
finance, risk, and product creation, it targets the systemic change of all banks. All banks
will receive equal support from it in this regard. The Federation of Egyptian Banks (FEB)
is working to strengthen its institutional approach to sustainability in order to support the
efforts of holistic development at the economic, social, and environmental levels. This
effort is motivated by its desire to advance the vision of Egypt 2030.
According to Egypt's Vision 2030 and its plan to maximize Egypt's regional position in
global energy markets, the FEB supported the Ministry of Electricity's efforts to implement
renewable energy projects, rationalize energy use, enhance efficiency, and preserve
environmental resources.

Fourthly, the Central Bank of Egypt (CBE) and international financial institutions have
introduced funding initiatives to entice the banking sector to invest in green financing to
cover resource efficiency, the circular economy, and the installation of renewable energy
sources. These organizations include the France Agency for Development, the European

Investment Bank, and the European Bank for Reconstruction and Development.



Lastly, The National Bank of Egypt (NBE) received a $100 million loan from the
EBRD in June of last year to support green efficiency, climate change mitigation, and the
adoption of adaptation technologies. Additionally, CIB is the first bank in Egypt to issue a
$100 million green bond. CIB has consistently been a strong proponent of sustainable
finance and a firm believer in the necessity of firms participating in the search for long-
term, all-encompassing solutions to combat climate change. Fixed-income financial
instruments include green bonds. Their proceeds are used only to finance or re-finance
eligible green projects, in whole or in part. The goal of CIB's Green Bond program is to
provide financial support for initiatives that advance resource-efficient construction,
renewable energy, and other climate change mitigation strategies. By increasing the
proportion of renewable energy sources in Egypt's energy mix, mainstreaming green
buildings nationwide, and advancing resource efficiency best practices in the industrial
sector, this program supports Egypt's economy.

The employment of green practices is encouraged by Egyptian green banking, which
also works to mitigate the consequences of climate change. This promotes sustainability as
a concept for the future that has the capacity to advance society and the environment while
restoring the balance of global growth. One of the hotly debated topics in climate policies
at every UN COP (Conference of the Parties) meeting, the highest-level gathering for those
involved in environmental decision-making, is climate finance, or the funds provided to
assist poorer countries cut emissions, protect themselves from the effects of climate
change, and make the transition to a green economy.

Five of Egypt's major lenders discussed about their efforts to track their climate effect
and scale out sustainable finance to help the green economy as the nation prepares to host
Cop27 in November 2022. In many instances, they sought to accomplish in a few months
what many banks in developed nations take years to do. The nation's banking industry is
crucial to providing the capital required to assist in meeting the government's Sustainable
Development Strategy 2030 and recently unveiled National Strategy for Climate Change
2050.

Capital Monitor gathered the heads of sustainability at five Egyptian banks, which
account for over 80% of the sector's assets in the nation, to examine these and related

challenges. At the end of 2021, CIB and QNB, the two biggest privately held banks in



Egypt, had market capitalizations of $6.4 billion and $2.2 billion, respectively. One of the
largest state-owned banks in the nation is National Bank of Egypt, and the other is Banque
Misr. one of the biggest agricultural banks in the Middle East and Arab world. The
Agricultural Bank of Egypt's performance indicators for the first half (1H) of 2022 showed
a significant improvement by the end of June 2022. Finally, the success of Egypt's plan to

transition to a green economy depends on these banks.

This research will emphasize role of the Agricultural Bank of Egypt (ABE) in
supporting the nation's plan for the green economy and seeks to describe the limits of
this role's impact in order to understand the position of Egyptian banks for the
transition to the green economy.

One of Egypt's most significant institutions for agricultural development, the
Agricultural Bank of Egypt (ABE) aims to expand Egypt's agricultural industry. After that,
the bank quickly expanded to become the biggest financial institution in the Arab world,
catering to the unique requirements of the farming community.

At a time when the Egyptian government is adopting environmental sustainability
standards, which call for green projects to account for 30% of the investment plan for the
current fiscal year 2021/2022, and 50% of the plan for the year 2024/2025, the Agricultural
Bank of Egypt promotes environmental sustainability in Egypt, contributes to achieving
the state's goals in sustainable development, and achieving national goals to reduce carbon
emissions, by including green finance among its initiatives.

The Agricultural Bank came as an original supporter of the state's plan in this way,
which confirms its partnership in achieving the Egyptian state's major goals, coinciding
with the climate summit currently hosted by the Egyptian state, which lays the foundations

for sustainable environmental transformation in all countries.

First, the Participant's Role for ABE
Being the largest agricultural finance specialist and able to foster the trend of supporting

and financing the most sustainable activities in this sector, ABE is committed to assisting



and implementing the Egypt 2030 Vision for Sustainable Development and the United
Nations Sustainable Development Goals 2030. Green finance is one of the most significant
mechanisms for achieving these goals. For initiatives aimed at expanding Egypt's
agricultural land, especially in newly developed areas, as well as significant national
agricultural projects that will help the country transition to a green economy.

The Agricultural Bank of Egypt developed the first contactless credit card that was
environmentally friendly (ABE). In comparison to many conventional plastic cards, this
makes the card more environmentally friendly and lowers its carbon footprint by as much
as 73%. The Agricultural Bank of Egypt, Libra Capital Group, and the Egyptian Exchange
Holding Company for Capital Markets Development have decided to work together on the
creation of a Carbon Certificates Trading Company.

In order to promote green investment and broaden investor possibilities, the framework
agreement for the new firm will open up new frontiers for continental and regional
collaboration. By employing a compliance market for carbon credits inside a regulated
framework, carbon certificate trading is a strategy for lowering company emissions.

At the end of August 2022, the bank's overall credit portfolio recorded at around EGP
60.204 billion, with total financing granted to the agriculture sector and allied operations
accounting for approximately EGP 43.535 billion or 72% of the portfolio size. This
includes EGP 7.752 billion allocated to fund crop services, which aided 218,397 farmers
in cultivating around 969,012 fed-dans. The volume of animal production finance at the
bank amounted to EGP 16.082 billion, from which approximately 176,041 clients profited
to raise approximately 633,680 heads of cattle. Furthermore, EGP 18.353 billion was
devoted toward supporting agricultural industrial operations and agricultural service
activities.

Agricultural Bank of Egypt (ABE) provided funds EGP 1 billion to stimulate
investment in the agricultural and livestock production sectors in the New Valley,
according to Alaa Farouk. He added that 60% of these funds were granted by the bank to
a number of major agricultural projects worth EGP 600m, which included new land
reclamation and infrastructure projects. The governorate constitutes 44% of Egypt’s area,
which makes it qualified to lead the agricultural development movement in Egypt in the

future with its natural and human capabilities.



For modern irrigation in two governorates, CBE provides ABE $162 million. The long-
term growth of Egypt's agriculture sector is being funded by the Agricultural Bank of Egypt
(ABE). A loan of 3 billion Egyptian pounds (more than $162 million) was made by the
Central Bank of Egypt. The new funding, which totals 2 billion Egyptian pounds (more
than $108 million) and 1 billion Egyptian pounds (more than $54 million), respectively,
will be split between the governorates of Beni Suef and Qaliubiya, according to the CBE.

A joint loan agreement for EGP 3 billion was signed by the Agricultural Bank of Egypt
(ABE), acting as guarantor, and the National Bank of Egypt (NBE), acting as financing
agent, on behalf of the General Authority for Reconstruction Projects and Agricultural

Development.

The various financing provided by the bank

The agricultural sector is one of the sectors that contributes significantly to promotion
of environmentally friendly agriculture through its various financing facilities that support
this decision is a major development of the Agricultural Bank, which supports the Egyptian
state in all its strategies. The following notes the various financing provided by the bank,
which supports the transition towards a green economy.

e Financing the transition from traditional irrigation methods to modern
irrigation methods, in accordance with (CBE)’s initiative to provide EGP 55
billion to finance the transformation of modern irrigation systems without interest
and in equal annual instalments for a period of 10 years, the bank is also presently
concentrating heavily on expanding programs to finance the transformation of
modern irrigation systems in coordination with the agriculture and irrigation
ministries.

¢ Financing the biogas project, the Agricultural Bank is eager to fund the Biogas
project because it promotes sustainable development and makes use of readily
accessible natural resources as an alternative to costly and environmentally
damaging conventional energy sources like electricity and petroleum products. The
Agricultural Bank is also working to encourage farmers to carry out this project. to
reduce the need for fuel, electricity, and manure by economically and healthily

recycling animal agricultural waste to prevent pollution.



¢ Financing agricultural mechanization, one of agricultural mechanization's
biggest benefits is that it is less environmentally harmful, which demonstrates the
extent of the Agricultural Bank's contribution to sustainable environmental
development. This financing covers a wide range of activities, including funding
rice straw presses and the purchase of machinery and equipment.

¢ Financing solar irrigation systems, On November 19, 2020, in order to help
Egyptian farmers, buy solar irrigation systems, lessen their dependency on diesel
generators, and boost production, the Agricultural Bank of Egypt (ABE) and IFC,
a member of the World Bank Group, established a cooperation today. In order to
provide solar irrigation pumps to Egyptian farmers, the majority of whom lack
direct access to the grid, IFC will work with ABE to expand its capacities and
create new financial solutions. By switching to solar power for water pumping,
farmers could potentially save as much as 14 billion Egyptian pounds ($875
million) yearly while reducing greenhouse gas emissions. One of Egypt's largest
banks, ABE offers 4 million farmers services. The Agricultural Bank of Egypt
claims "ABE's plan to aid in the rural and agricultural development of Egypt
includes increasing the usage of solar energy technologies among farmers. The
2030 strategy of the country, which aims to rationalize resource use—including
energy—in the agricultural sector and encourage investment, will also be

supported by this.

Agricultural Development Program Sustainable Green Finance Initiative

In light of the participation between the Agricultural Bank of Egypt and the Commercial
International Bank for projects listed under the umbrella of the Agricultural Development
Program and the bank's quest to provide affordable financing programs, the Board of
Trustees of the Agricultural Development Program decided in 22, September to approve
the launch of the Agricultural Development Program initiative for sustainable green
financing in the amount of EGP 1 billion at an easy interest. This coincided with Egypt's
organization of the climate summit (COP 27) and the following is the general framework

of the initiative:



Objectives of the initiative

Empower women, youth and small farmers and improve their standard of living.
Establishing small and medium enterprises in the field of new and renewable
energy, aimed at financing small, medium, and large enterprises, marketing
associations, cooperatives, non-governmental organizations, agricultural
associations and Microfinance institutions.

Rationalize the use of traditional energy means, and the treatment and recycling of
agricultural and animal waste to achieve a return

Economical and environmental pollution reduction.

Developing agricultural industrialization and value-added projects.

Improvement of strains and artificial pollination, medicinal and aromatic plants,

seeds and contract cultivation.

The following priority activities initiative

Buying and leasing agricultural machinery.

Buy and rent agricultural crop dryers.

Agricultural, animal and domestic manufacturing

New and renewable energy and rationalization of the use of traditional energy
means. Medicinal and aromatic plants and honey production

Fishing boats and fishermen including working capital. Treatment and recycling
of agricultural waste to contribute to reducing environmental pollution and

creating added value. Financing mobile veterinary clinics and IVF.

Agriculture Sector Development Program Projects

Strengthening marketing capacities in the countryside project

Sustainable Agricultural Investments and Livelihood Improvement Project
Rural Financial and Investment Sector Cooperation Project

Supporting small and medium agricultural projects

Agriculture Sector Development Program

Veterinarian support program



Additionally, as one of the national banking institutions specializing in promoting
sustainable development, the green economy, and financial inclusion in Egypt, the bank
places a high value on community development initiatives.

The three primary axes on which the ABE's corporate social responsibility (CSR)
strategy is built are as follows: fostering research, development, and innovation in the
agricultural industry and other relevant fields; supporting initiatives to strengthen the
agricultural education sector in Egypt as well as other academic subjects that support the
agricultural industry, whether for agriculture technical education or higher education;
Additionally, cooperation is encouraged in order to assist entrepreneurship in the
agriculture industry and other associated industries, particularly in rural areas like border
and remote governorates and new development zones.

The bank is collaborating with all state agencies to carry out the basic tenets of the
president's Decent Life initiative, particularly in regards to assisting the state's initiatives
to improve the social, economic, and environmental conditions.

The Agricultural Bank, which offers cheap and clean energy sources, may now pursue
its objective of becoming Egypt's first sustainable finance institution, advancing the
nation's main plan to incorporate environmental sustainability norms into all facets of the

economy.

Second, Limits of Impact for ABE

The Agricultural Bank of Egypt's initial role in achieving sustainable environmental
development has many positive results that strengthen the country's plan for sustainable
environmental development, including:

Strengthening the country's plan for sustainable environmental development by
reducing polluting emissions caused by the various activities of the agricultural sector by
allocating funding toward modern irrigation methods and expanding the use of renewal
energy sources.

By facilitating the exchange of carbon balances from projects, businesses, and entities
wishing to implement the principles of agricultural and economic sustainability, and

developing efforts to reduce carbon emissions, which will have a long-term impact on



reducing climate impacts, it is possible to effectively contribute to reducing pollution
resulting from various economic activities.

Agricultural Bank of Egypt's initiative to issue various environmental products and sign
partnerships that support this goal has inspired other banking institutions to take actions
that support in the transition to green economy, which is in the state's overall interest and
supports its environmental strategy.

For Improving the social and environmental sustainability of agricultural and rural
communities in Egypt by assisting small farmers, agricultural workers, and agricultural
entrepreneurs to achieve increased material returns by raising awareness of the significance
of implementing practices that reduce carbon emissions in agricultural projects, calculating
the carbon credits formed through these projects, and facilitating the issuance of carbon
credit certificates.

Because it is the largest specialized bank in the state and actively participates in
allocating various funds to support the state's strategy and its major goals at the moment,
it can be said that the Agricultural Bank of Egypt serves as a role model for fostering the
transition to a green economy. Its active participation in all strategies adopted by the

Egyptian state also qualifies it to become the first sustainable finance bank in Egypt.

Recommendations

The green economy's development phase as well as green projects have just recently started
in Egypt, where they haven't been around for very long. This modest effort aims to provide
advice to the banks on how to jointly implement and promote green economy practices in

the Egyptian banking sector over the course of two stages.

First Stage: Promoting a green economy culture through green finance
e Banks should invest more in financing solar energy, biogas, ETPs, hybrid
Hoffman kilns (HHKSs), non-fire block brick, and factory safety and security.
e Banks can take care of the opening of a letter of credit (L/C) for their customers'
installation of an effluent treatment plant (ETP) in industrial units.
e To ensure a sustainable economy in Egypt, all active banks and financial

institutions must create more avant-garde green products.



Promote eco-friendly conduct by awarding high-performing institutions with
sustainability incentives. In order to ensure that Egypt moves toward
sustainability in the face of climate change, Egyptian banks and financial
institutions can grow by creating an "Egyptian Climate Risk Fund" with an
allocation of at least 10% of the Corporate Social Responsibility budget for
Climate Risk Fund.

Due to high expense of green technology, business owners are frequently
unwilling to set up a green production. Consequently, an environmentally
sustainable project has a long payback period. In that situation, banks should
offer loans at a minimum reduced cost to promote becoming green.

Every schedule Egyptians Banks are now required to make sure that the
necessary precautions are taken to protect environmental pollution in Egypt
when financing new projects or giving existing businesses working capital.
Risk Management Guidelines by the CBE ask adopting banks to submit
quarterly reports on Egyptian social and environmental performance in order to
evaluate the system's viability and efficiency.

To incorporate more international financial bodies into Egyptian bank’s
strategic planning for going green. To increase public awareness of green
financing, the government and other stakeholders should cooperate.

Banks must decide which green investments to make, such as energy production
using renewable fuels, which will lower Egypt's carbon emissions. It is possible
to do this by lowering interest rates and facilitating low-carbon industry access
to financial services provided by the money and capital markets.

Banks should take part in campaigns and activities to promote green banking
and highlight its value to the Egyptian economy.

Support renewable energy efforts: To assist Egypt in support the transition to
green economy, banks should support activities and projects related to
renewable energy. Investing in solar and wind energy projects as well as
conducting research and development on new renewable energy technologies

are examples of this.



Banks should promote green banking by utilizing the most recent technology.
This entails utilizing big data to find possible green investments, adopting
digital banking, and investing in green banking technologies. Banks can offer
ecologically friendly mortgages, green credit cards, and green savings accounts
as examples of green banking products.

Banks can offer ecologically friendly mortgages, green credit cards, and green
savings accounts as examples of green banking products. These goods can
entice people to contribute to environmental projects and support the shift to a
green economy. investing in green startups and assisting green enterprises.
Supporting research and development: By giving grants to academics and
funding for green projects, banks can promote research and development in the
green economy. This could encourage innovation and lead to the development

of fresh green goods and services.

Second Stage: Suggesting Regulations and Guidelines

The guidelines for forming provisions for potential losses on credit claims or
insurance reserves in Egyptian banks are the simplest tool to use. In order to
encourage green investments relative to conventional investments because they
lower the cost of reserves and have a positive impact on banks' earnings, the
regulator created reduced rates of insurance reserves for banks' green claims.

* Depending on the type of bank and the characteristics of its credit investments,
different criteria for bank capital, its sufficiency, and the creation of insurance
reserves apply. Now that green credit claims have lower risk ratios, the overall
bank risk is decreased. Green loans, green bond investments, and investments
in environmental initiatives will therefore not put as much of a strain on the
Egyptian bank's capital as alternative investments will.

* The banks in Egypt might set up green macro-prudential regulation.
Environmental issues and climate change should be taken into account as
possible sources of financial instability when implementing macro-prudential
interventions. It is possible to establish increased reserve requirements for bank

credit requirements for "brown" enterprises and industries, environmental



capital surcharges, and increased risk ratios for bank claims to carbon-intensive
and related sectors in order to lessen the impact of systemic environmental risk
on financial and banking stability. Restrictions on the concentration of green
claims risk in the Egyptian banking portfolio may be implemented for specific
counter-parties, sectors, or geographical areas. It is also possible to test for
climate stress.

* In accordance with the suggestions made by the Task Force on Climate-related
Financial Disclosures (TSFD), the regulator is developing the process for
putting into practise the Basel II international capital agreement, which
provides a framework for green macroprudential regulation and stress testing.
The regulator is also concerned about the transparency of information regarding
the financial risks to the environment that banks take.

Standards for environmental lending are yet another motivating factor to reduce
unethical Egyptian banking. Despite regional variations, the regulations usually
include guidelines for determining environmental risks and incentive program
for green money. The most well-known of these are the Green Credit
Guidelines, which were released in 2012 by the China Banking Regulatory
Commission as a part of the government's green credit programs. Banks are
asked to include green loan targets and change loan terms and conditions to
reflect the proposals. China's experience has demonstrated that prudential
regulation differentiation is also necessary for advice recommendations to have
a favorable macroeconomic impact on the environment.

With plans to establish national regulations and standards for evaluating green
financial instruments, Egyptian banks can start implementing green finance
policies. For the issue of social and environmental bonds, the central bank may
set requirements. The rules state that specifications of the projects for which the
money are raised must be revealed when green and social bonds are issued. The
projects must be examined for compliance with Egyptian and international
standards in order to promote social and environmental efforts. This strategy
allows issuers to brand bonds for investors as socially or environmentally

responsible. The Central Bank can set up a methodological centre and a



verification system, with auditing firms serving as inspectors, to look over the
green bonds.

e The Central Bank can work to promote a culture of responsible banking by
putting environmental and climate change issues on the Egyptian agenda,
highlighting their significance, inviting public comment on the findings of
ongoing research on the green agenda, hosting educational workshops for
bankers and investors, and addressing any potential ignorance of green finance
that may be impeding the spread of risk management practices. As we look for
globally accepted methods of greening the financial system, Egyptian banks'
participation in discussions about standards and tactics for interacting with

governmental policies intended to create a green economy is also essential.

Conclusion

In the twenty-first century, developing country banking sectors have made several attempts
to modernize their operating systems, and they are currently undergoing reorganization as
new services like internet banking, mobile banking, cash deposit machines, etc. are
replacing conventional banking systems. The recently adopted banking practices seem to
be advantageous to all parties involved in the banking system, the economy, and the
environment. More significantly, Egyptian banks are now aware of the importance of
fostering sustainable economic growth in Egypt as well as their role in green growth.

This research has showed that by implementing numerous green banking practices,
banks in Egypt are playing a significant role in supporting transition to green economy.
Also, the debate over the relationship between the green economy and sustainable
development is not about the two concepts' different goals, but rather about how to
accomplish multiple goals at once. Therefore, it would seem that sustainable development
and the goals of the green economy through green finance are not at odds with one another

The expansion of green finance initiatives makes it possible to fund the implementation
of green economy projects and to meet the 2030 Sustainable Development Goals of the
United Nations as well as Egypt's 2030 Vision for Sustainable Development. This

translates to more circular projects that use less energy, resources, and emissions. The



green economy is currently being actively and significantly supported by Egyptian banks.
By simultaneously taking into account environmental and social sustainability issues that
may have an impact on the economy and financial markets, integrating sustainability
considerations should help to lessen the impact of natural disasters.

Also, in order to comprehend the position of Egyptian banks in the transition to the

green economy, this research highlighted the role of the Agricultural Bank of Egypt in
assisting the country's plan for the green economy and seeks to describe the limits of this
role's impact. It can be said that the Agricultural Bank of Egypt serves as a role model for
encouraging the transition to a green economy because it is the largest specialized bank in
the state and actively participates in allocating various funds to support the state's strategy
and its primary goals at the moment. It is also qualified to be the first sustainable finance
bank in Egypt due to its active involvement in all state-adopted strategies.
However, the development of Egypt's green banking efforts is still in its infancy. However,
given that they can be more environmentally friendly and will ultimately aid in the spread
of the idea of environmental sustainability, it is now crucial to focus on initiatives like
educating the public about green banking and green finance and helping all small, medium,
and large-scale businesses change their conventional processes to green oriented processes.
Banking regulators and supervisors have access to a wide range of instruments and
monetary policies in order to influence Egyptian banks' decisions to take part in financing
the green economy and to encourage banks to develop and use green financial products.

Since environmental concerns and economic development are intertwined, maintaining
equilibrium between the two is a difficult task. The Egyptian money market, including
banks, must consider itself a very important component of society and must implement
responsible monetary policy in their operations in order to maintain the balance between
them. Egyptian banks have a great opportunity to contribute to the transition to a green
economy and establish themselves as institutions that care about the environment and
society as a whole.

Generally speaking, Egyptian bank entities are required to create an environment that is
conducive to green financing and to transform Egypt into a "green economy" nation that
will help to achieve the SDGs by 2030. Future research will need to evaluate whether

Egyptian banks' current usage of green banking initiatives is indeed fostering sustainable



growth. Additionally, it is found that international environmental discussions have a big

impact on banks' decisions to pursue green banking initiatives.
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