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« Green bonds differ from conventional bonds as their proceeds are exclusively Research question: Do green bonds trade at a greenium (i.e. tighter
used to finance green projects spreads) compared to conventional bonds?

« The green bond market has grown rapidly in recent years

« Green bonds can help finance the transition if green bonds benefit from
cheaper funding

This paper:
1. Compares the pricing of green and conventional bonds cross sectionally and over time

2. Evaluates the effect of bond and issuer credibility on the greenium
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Data and Matching algorithm —> Result 1. Green bonds trade at a greenium
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Result 3: The greenium develops over time and is driven by
retall demand

Result 2: Only credible bonds trade at a greenium
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Conclusion and policy implications

Policy Implications

—Mandatory EU GBS can help avoid greenwashing and protect
2. Green bonds’ credibility matters smaller investors

—=lssuers may be interested in higher standards to attract new
Investors

1. Green bonds trade at a greenium

3. Demand factors drive part of the greenium

*Disclaimer: The views expressed in this paper are those of the authors only and do not necessarily reflect the views of the European Central Bank or the Eurosystem.




