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•  Regulations (2010) 
•  Basel III 
•  Dodd-Frank 
•  CRD IV 

•  Taxonomy 
•  Common Equity Tier 1 

Ratio 
•  CQS (2016) 
•  ... 

FINANCIAL CRISIS REGULATORS 
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•  Contingent Convertible Bonds 
(2009) 

•  Trigger on CET1 
•  High Trigger 
•  Low Trigger 

•  High Coupon 
•  Write Down / Forced Conversion 
•  Coupons can be canceled 
•  EUR 150 bn 
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•  Ignoring Early Warning Signals 
•  Deregulation 
•  Lack of Risk Management 
•  Conflicts of Interest 
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FINANCIAL CRISIS 

BP OIL SPILL  
(Deepwater 

Horizon) 
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REGULATORS 

REGULATORS 

•  A clear ESG – taxonomy is on its way 
•  Investors needs “skin in the game” 
•  Mandatory issuance of Reverse Green 

Bonds 



Contingent Convertibles 

•  Investors participate in 
“health” of a financial 
institution 

•  Rewarded via high coupon 
•  Obligatory Issuance 

Reverse Green Bonds 

•  Investors participate in “ESG” 
profile 

•  An ESG Trigger  
•  Investor loses coupons 
•  Company pays coupons 

into climate (ESG) fund. 
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TODAY 

ESG 
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Credit Rating Transition Matrix 

ESG Rating Transition Matrix 

Pricing Corp. Bonds 

Pricing Reverse Green Bonds 



•  Fixed Maturity Bond 
•  ESG Trigger 
•  Coupon payment is linked to ESG status of the company 
•  3 Versions 

•  Permanent Coupon Loss 
•  Coupon Loss with Recovery 
•  Temporary Coupon Loss 
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A B 
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ESG SCORE 
TODAY 

ESG 
SCORE 
+ 1 YEAR 

Investors should receive an extra 0.86% in coupon 
to run the risk that the company sees its A  
ESG-rating reduced to a BB ESG-rating before the maturity 
date of the bond 


