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Buildings are a significant emitter of greenhouse 
gas emissions, contributing 38% to total global 
emissions

Green property bonds could help drive positive 
change in this area and represent 40% of the 
green bond market over the long term

Beware greenwashing by misunderstanding  
the purpose and scope of green building 
classifications

Engagement is crucial: a green building 
certificate alone is not enough to prevent 
greenwashing
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Green property bonds look set to play an increasingly 
important role in financing sustainable building 
property developments – meaning analysis of 
certification standards will need to play a central  
role for investors.

ANNABEL JENNINGS, ESG ANALYST



GREEN BUILDINGS:  
A KEY CONSIDERATION FOR  
RESPONSIBLE INVESTORS

As investors prioritise sustainability-driven investments, new fronts in the battle against excess CO
2 

emissions are commencing.

While emissions from energy production remain a primary focus, other sources of greenhouse gases 

are growing in prominence, in particular from buildings.

Currently, about 38% of overall global GHG emissions originate from buildings1, with 27% of emissions 

deriving from the operations of building2 and the remaining 11% the result of embodied carbon, the 

GHG emissions associated with building materials and construction (see Figure 1).

Figure 1: Buildings account for a significant proportion of global GHG emissions (% of total GHG 

emissions)2

��  Buildings  38%
��    Other 62%

� Embodied carbon emissions 11%
�    Carbon from operations 27%

The environmental externalities produced by buildings go beyond emissions. The building industry’s 

utilization of water and other natural resources as inputs into the construction and operation of 

buildings also produces high environmental costs. 

Given the significance of the environmental outlays associated with buildings, regulatory authorities 

in several jurisdictions are unsurprisingly seeking to reduce the size of the building sector’s 

environmental footprint. For example, as part of its net-zero commitments, the European Union is 

aiming to reduce the industry's emissions by 60%3.

The imposition of such targets helps to align buildings with a net-zero future. Consequently, access 

to appropriate financing mechanisms to aid the transition will become increasingly imperative. 

Green financing represents such a mechanism. 

1 New report: the building and construction sector can reach net zero carbon emissions by 2050,  
September 23, 2019, World Green Building Council.  
2 Sector by sector: where do global greenhouse gas emissions come from?, September 18, 2020,  
Our World in Data. 
3 Greenhouse gas emissions from energy use in buildings in Europe, December 14, 2021, European  
Environment Agency.
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GREEN FINANCING:  
RESPONSIBLE INVESTORS CANNOT 
IGNORE GREEN PROPERTY BONDS

Green financing typically involves raising capital to finance, or refinance, environmental projects.  

For the building sector, this means issuers can use the proceeds of green financing to enhance the 

sustainability of existing properties, or invest in newer, more efficient buildings, thus creating the 

capacity to rotate from existing, less sustainable developments.

THE IMPORTANCE OF GREEN PROPERTY BONDS FOR INVESTORS

As awareness of sustainability focussed property developments has increased, demand for green 

finance has surged, and the supply of green bonds with ‘use of proceeds’ frameworks targeting 

green buildings has grown significantly4. According to the Climate Bonds Initiative, green bonds 

linked to buildings could represent 40% of the green bond market over the long term.5 By monetary 

value, issuance of green bonds linked to green buildings approached US$166bn during 20216 (see 

Figure 2), while the cumulative value of green property bonds issued since 2014 amounts to 

US$512bn (see Figure 3), over 27% of total issuance.

Clearly, the growth in the market for green property bonds has exploded in a relatively short 

timeframe, reflecting the momentum of the sustainable fixed income investing more broadly. 

However, such surging growth poses one potentially significant issue for fixed income investors: the 

trajectory of green property bond issuance means the sector will soon account for a sizeable 

proportion of the green bond market. For investors, obtaining clarity on the destination and use of a 

given green property bond’s financing is central to maximising the potentially positive environmental  

effects that could accrue from providing finance to the sector. 

Figure 2: Use of proceeds bonds issued by sector (total US$bn)6
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Figure 3: Use of proceeds bonds outstanding (cumulative value by sector, US$bn)6

��    Energy  35%
��    Buildings 27%
��    Transport 18%
��    Water 8%
��    Waste 4%
��    Land use 4%
��    Unspecified A&R 2%
��    Industry 1%
��    ICT 1%

4 A green bond is a bond where the issuer specifies that the capital (proceeds) it receives from  
investors will be used to finance activities which have a positive environmental impact. 
5 The Building Criteria: Climate Bonds Standard, Climate Bonds Initiative.  
6 Source: Climate Bonds Initiative interactive data platform, as of June 30, 2022.

4

https://www.climatebonds.net/standard/buildings
https://www.climatebonds.net/market/data/


DEFINING ‘GREEN’  
IS CRUCIAL

In our view, for investors seeking transparency regarding a green bond’s use of proceeds, 

understanding the underlying characteristics of a ‘green building’ is vital. According to the World 

Green Building Council a green building is “a building that in its design, construction, or operation, 

reduces or eliminates negative impacts, and can create positive impacts, on our climate and natural 

environment”7.

It identifies several features that distinguish a building as ‘green’, including: 

• Efficient use of energy, water and other resources

• Use of renewable energy, such as solar energy

• Pollution and waste reduction measures, and the enabling of re-use and recycling

• Good indoor environmental air quality

• Use of materials that are non-toxic, ethical and sustainable

• Consideration of the environment in design, construction and operation

• Consideration of the quality of life of occupants in design, construction and operation

• A design that enables adaptation to a changing environment.

BEWARE GREENWASHING

Given the apparent receptiveness of investors to green bonds, considerable commercial benefits 

can accrue from marketing a project as green, potentially incentivizing ‘greenwashing’ – 

exaggerated claims regarding the environmental sustainability. Consequently, several industry 

certification standards have arisen, designed to effectively mobilize capital to suitable investments 

and assure investors about any bond’s use of proceeds. 

However, the relative opacity and multiplicity of the certification standards poses a risk for investors. 

The sheer number of attributes qualifying a building and any related bond issue as ‘green’ may lead 

to greenwashing. Likewise, whether the level of certification targeted by a specific bond issue is 

wholly appropriate for a green label is open to question, given the variety of companies involved in 

different building types. 

BEWARE THE DIVERGENCE OF CERTIFICATION STANDARDS 

In addition, each certification scheme uses a different methodology to certify whether a bond issue 

related to a real estate development can be considered as ‘green’. Thus, depending on the 

certification scheme utilized, two ostensibly green buildings may possess divergent features. 

Moreover, the criteria listed above are often decided at the point of a building’s construction, which 

means the greenest buildings are generally purpose built as such. By contrast, improvements made 

to a property through a process of refurbishment may struggle to attract the highest certification 

due to legacy issues. 

INDEPENDENT ANALYSIS IS A MUST 

Therefore, an appropriate assessment of the sustainable credentials of any green financed building 

or project, requires an analysis of each standard’s specific screening criteria and its application to 

different construction projects. Only by comparing each green building standard can investors fully 

understand if a certification level can produce a meaningfully positive environmental impact. 

4 A green bond is a bond where the issuer specifies that the capital (proceeds) it receives from  
investors will be used to finance activities which have a positive environmental impact. 
5 The Building Criteria: Climate Bonds Standard, Climate Bonds Initiative.  
6 Source: Climate Bonds Initiative interactive data platform, as of June 30, 2022. 7 About Green Building, World Green Building Council.
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UNDERSTANDING WHAT DRIVES A GREEN BUILDING CLASSIFICATION IS A 
NECESSARY STEP

There are a variety of classification schemes used to validate a proposed project’s sustainability. 

Among the most prominent are the global Building Research Establishment Environment 

Assessment Method (BREEAM) standard and the US Leadership in Energy and Environmental Design 

(LEED) designation.

Some commonality exists across both standards: LEED and BREEAM assess a building’s 

environmental impact holistically by considering (amongst many other characteristics) water use, 

the types of materials utilized in construction and land use. 

However, there are significant differences in measurement, scope and application (see Figure 4). For 

example, 35% of the credits for every LEED assessment relate to climate change, 20% to a building’s 

impact on human health and 10% to biodiversity. Meanwhile, the BREEAM standard utilizes a much 

more fluid scoring system; the weighting applied to each area of assessment depends on the project 

in question.

Additionally, developers can choose to comply with or discard specific areas of a BREEAM 

assessment to build a performance total, a fact not immediately evident within a headline BREEAM 

score.

Figure 4: Overview of BREEAM and LEED standards 

Category BREEAM LEED

Purpose Used for new, refurbished and 

extension of existing buildings

A certification system for 

residential and commercial 

buildings

Rating Levels • Pass
 • Good
• Very Good
• Excellent
• Outstanding

• Certified
• Silver
• Gold
• Platinum 

Areas of assessment Management  

Energy  

Land use and ecology  

Pollution 

Transport  

Materials  

Water 

Waste 

Health and wellbeing  

Innovation

Energy and atmosphere  

Sustainable sites  

Location and transportation  

Materials and resources  

Water efficiency  

Indoor environmental quality 

Innovation in design 

Regional priority 

Given such differences, we believe any green bond focusing on green buildings requires close 

scrutiny to ensure any classification meets an investor’s expectations. Identifying the 

appropriateness of each rating threshold within a certification scheme adds another layer of 

complexity to any appraisal of green bond issue.

Insight’s framework for assessing green and other use-of-proceeds bonds aims to highlight whether 

we believe such a bond fulfils sustainability expectations – with a dark green rating highlighting a 

bond as best in class, a light green rating highlighting a bond as meeting sustainability expectations, 

and a red rating highlighting a bond as falling short – meaning that while it might be appropriate for 

investment from a financial perspective, portfolios with sustainability strategies may be prohibited 

from investing.
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Digging deeper: understanding BREEAM and LEED standards

Insight has analyzed the BREEAM, LEED and EPC standards for green property bonds and considered 

how different classifications might contribute to our assessment of a related green bond (see Figure 5).

We believe the higher-rated BREEAM, LEED and EPC certification levels represent the most desirable 

qualifying thresholds for a bond issue to receive a light green or dark green rating (our two highest 

ratings) in our impact bond assessment framework. We encourage issuers to pursue the highest 

green building certification standards.

However, we believe that some of the lower-rated certification levels from BREEAM, LEED and EPC 

are not appropriate for green bonds because they provide insufficiently positive environmental or 

social benefits, contrasting with the impression conveyed by the label ’green’. 

Figure 5: How Insight views appropriate certification levels for green bonds – BREEAM and LEED8 

PASS

Score >30%, Standard practice
Top 75% of UK new non-
domestic buildings

1 2 3 4 5

GOOD

VERY GOOD

Score >55%, Good practice
Top 25% of UK new non-
domestic buildings

EXCELLENT

Score >70%, Best practice
Top 10% of UK new 
non-domestic buildings

OUTSTANDING

Score >85%, Innovator
<1% of UK new non-
domestic buildings

Certified
40-49 points earned

1 2 3 4

SILVER

50-59 points earned

GOLD

60-79 points earned

PLATINUM

80+ points earned

BREEAM

LEED

In some circumstances 
BREEAM Very Good is 
appropriate for green 
bonds, for example, if 
accompanied by carbon
reduction targets or only 
represents a small 
proportion of the UoP.

LIGHT GREEN DARK GREEN
Score >45%, Good practice
Top 50% of UK new non-
domestic buildings

Insight impact 
bond rating

Insight impact 
bond rating

ENGAGEMENT IS KEY: A GREEN BUILDING CERTIFICATE ALONE IS  
NOT ENOUGH

Scrutinizing the nuances that underlie each certification standard provides a sound basis for 

investors to understand the attributes of a building, but to truly understand the positive 

environmental impact delivered by a green bond, further engagement with issuers can be 

enlightening.

Examining why issuers have selected a specific green building certification scheme, and their 

rationale for aiming for a certain classification, are a natural starting point for investigation. Likewise, 

establishing what percentage of a given company’s portfolio possesses green building certifications, 

its net zero targets, and the issuer’s specific plans to manage and mitigate ESG risks associated with 

buildings, are all legitimate areas of enquiry.

8 Source: Insight Investment, July 2022. For illustrative purposes only. Insight’s impact bond  
assessment framework takes multiple factors into account before assigning a rating.
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CONCLUSION 

As regulatory authorities globally increase their focus on reaching climate targets, 

reducing the environmental impact of buildings will become a crucial lever in 

meeting that aim. As a result, green property bonds look set to play an increasingly 

important role in financing sustainable building property developments, and we 

believe effective certification standards will only increase in prominence.

CONTRIBUTOR

Annabel Jennings,  
ESG Analyst,  
Insight Investment

• Why have they selected the specific green building certification?

• What percentage of the company’s portfolio has a green building certification? What is the 

percentage breakdown for different ratings? What is the percentage breakdown of ratings in the 

portfolio of buildings linked to the green bond?

• Will the green bond’s proceeds be used for capital or operational expenditure? Will proceeds be 

used just for the green capital expenditure?

• Do they have policies in place to encourage tenants to use buildings in an environmentally friendly 

manner?

• Do they have a target to achieve net-zero emissions by 2050? If so, how will they ensure all 

buildings in the relevant portfolio are aligned?

While the list above is not exhaustive it represents a starting point for investigating an issuer’s  

rationale for issuing a green property bond and serves to mitigate the risk of investing in a 

greenwashed bond issue.

Pertinent questions might include:
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ASSOCIATED INVESTMENT RISKS

ESG

• Investment type: The application and overall influence of ESG approaches may differ, potentially materially, 
across asset classes, geographies, sectors, specific investments or portfolios due to the nature of the specific 
securities and instruments available, the wide range of ESG factors which may be applied and ESG industry 
practices applicable in a particular investable universe.

• Integration: The integration of ESG factors refers to the inclusion of ESG risk factors alongside financial risk 
factors in investment analysis and research to judge the fair value of a particular investment and may also 
include the monitoring and reporting of such risks within a portfolio. Integrating ESG factors in this way will 
not typically restrict the potential investable universe, but rather aims to ensure that what we believe to be 
relevant and material ESG risks are taken into account by analysts and/or portfolio managers in their 
decision-making, alongside other relevant and material financial risks.

• Ratings: The use and influence of our ESG ratings in specific investment strategies will vary, potentially 
significantly, depending on a number of factors including the nature of the asset class and the structure of the 
investment mandate involved. For an investment portfolio with a financial objective, and without specific ESG 
or sustainability objectives, a high or low ESG rating may not automatically lead to a buy or sell decision: the 
rating will be one factor among others that may help a portfolio manager in evaluating potential investments 
consistently.

• Engagement activity: The applicability of Insight firm level ESG engagement activity and the outcomes of this 
activity relating to buy, hold and sell decisions made within specific investment strategies will vary, potentially 
significantly, depending on the nature of the asset class and the structure of the investment mandate 
involved.

• Reporting: The ESG approach shown is indicative and there is no guarantee that the specific approach will be 
applied across the whole portfolio.

 Performance/quality: The influence of ESG criteria on the overall risk and return characteristics of a portfolio is 
likely to vary over time depending on the investment universe, investment strategy and objective and the 
influence of ESG factors directly applicable on valuations which will vary over time.

• Costs: The costs described will have an impact on the amount of the investment and expected returns.

• Forward looking commitments and related targets: Where we are required to provide details of forward-
looking targets in line with commitments to external organizations, e.g. Net Zero Asset Managers Initiative, 
these goals are aspirational and defined to the extent that we are able and in accordance with the third party 
guidance provided. As such we do not guarantee that we will meet them in whole or in part or that the 
guidance will not evolve over time. Assumptions will vary, but include whether the investable universe 
evolves to make suitable investments available to us over time and the approval of our clients to allow us to 
align their assets with goals in the context of the implications for their investments and issues such as their 
fiduciary duty to beneficiaries.

Insight applies a wide range of customized ESG criteria to mandates which are tailored to reflect individual client 
requirements. Individual investor experience will vary depending on the investment strategy, investment 
objectives and the specific ESG criteria applicable to a Fund or portfolio. Please refer to the investment 
management agreement or offering documents such as the prospectus, Key Investor Information Document 
(KIID) or the latest Report and Accounts which can be found at www.insightinvestment.com and where 
applicable information in the following link for mandates in scope of certain EU sustainability regulations https://
www.insightinvestment.com/regulatory-home/sustainability-regulations/; alternatively, speak to your main point 
of contact in order to obtain details of specific ESG parameters applicable to your investment.

Insight Investment 

200 Park Avenue, 7th Floor 

New York, NY 10166 

212-527-1800

@InsightInvestUS

www.insightinvestment.com

FIND OUT MORE

inquiries@insightinvestment.com

company/insight-investment-north-america

https://twitter.com/InsightinvestUS
https://twitter.com/InsightinvestUS
http://www.insightinvestment.com
http://www.insightinvestment.com
https://www.linkedin.com/company/insight-investment-north-america/
https://www.linkedin.com/company/insight-investment-north-america/
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IMPORTANT DISCLOSURES
This document has been prepared by Insight North America LLC (INA), a registered investment adviser under the Investment Advisers Act of 1940 and 
regulated by the US Securities and Exchange Commission. INA is part of ‘Insight’ or ‘Insight Investment’, the corporate brand for certain asset management 
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guaranteed (this may partly be due to exchange rate changes). Future returns are not guaranteed and a loss of principal may occur.
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based on what Insight has observed in the market, generally, over the course of an investment cycle. In no circumstances should the targeted returns be 
regarded as a representation, warranty or prediction that the specific deal will reflect any particular performance or that it will achieve or is likely to achieve 
any particular result or that investors will be able to avoid losses, including total losses of their investment.

The information shown is derived from a representative account deemed to appropriately represent the management styles herein. Each investor’s portfolio is 
individually managed and may vary from the information shown. The mention of a specific security is not a recommendation to buy or sell such security. The 
specific securities identified are not representative of all the securities purchased, sold or recommended for advisory clients. It should not be assumed that an 
investment in the securities identified will be profitable. Actual holdings will vary for each client and there is no guarantee that a particular client’s account will 
hold any or all of the securities listed.

The quoted benchmarks within this document do not reflect deductions for fees, expenses or taxes. These benchmarks are unmanaged and cannot be 
purchased directly by investors. Benchmark performance is shown for illustrative purposes only and does not predict or depict the performance of any 
investment. There may be material factors relevant to any such comparison such as differences in volatility, and regulatory and legal restrictions between the 
indices shown and the strategy.

Transactions in foreign securities may be executed and settled in local markets. Performance comparisons will be affected by changes in interest rates. 
Investment returns fluctuate due to changes in market conditions. Investment involves risk, including the possible loss of principal. No assurance can be given 
that the performance objectives of a given strategy will be achieved.

Insight does not provide tax or legal advice to its clients and all investors are strongly urged to consult their tax and legal advisors regarding any potential 
strategy or investment.

Information herein may contain, include or is based upon forward-looking statements within the meaning of the federal securities laws, specifically Section 21E 
of the Securities Exchange Act of 1934, as amended. Forward-looking statements include all statements, other than statements of historical fact, that address 
future activities, events or developments, including without limitation, business or investment strategy or measures to implement strategy, competitive 
strengths, goals expansion and growth of our business, plans, prospects and references to future or success. You can identify these statements by the fact 
that they do not relate strictly to historical or current facts. Words such as ‘anticipate’, ‘estimate’, ‘expect’, ‘project’, ‘intend’, ‘plan’, ‘believe’, and other similar 
words are intended to identify these forward-looking statements. Forward-looking statements can be affected by inaccurate assumptions or by known or 
unknown risks and uncertainties. Many such factors will be important in determining our actual future results or outcomes. Consequently, no forward-looking 
statement can be guaranteed. Our actual results or outcomes may vary materially. Given these uncertainties, you should not place undue reliance on these 
forward-looking statements. 

Insight and BNY Mellon Securities Corporation are subsidiaries of BNY Mellon. BNYMSC is a registered broker and FINRA member. BNY Mellon is the corporate 
brand of the Bank of New York Mellon Corporation and may also be used as a generic term to reference the Corporation as a whole or its various subsidiaries 
generally. Products and services may be provided under various brand names and in various countries by subsidiaries, affiliates and joint ventures of the Bank 
of New York Mellon Corporation where authorized and regulated as required within each jurisdiction. Unless you are notified to the contrary, the products and 
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Disclaimer for Non-US Clients: Prospective clients should inform themselves as to the legal requirements and tax consequences within the countries of their 
citizenship, residence, domicile and place of business with respect to the purchase and ongoing provision of advisory services. No regulator or government 
authority has reviewed this document or the merits of the products and services referenced herein.
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to keep all information contained herein (the ‘Information’) confidential, (b) not use the Information for any purpose other than to evaluate a potential 
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