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Research questions

• Do ‘green’ firms borrow at different terms than 
otherwise similar firms?

• Do ‘green’ banks lend at different terms than otherwise 
similar banks?

• Do ‘green’ banks lend to ‘green’ firms at lower rates 
than ‘non-green’ firms? (‘green meet green’ effect)

• Did the 2015 Paris Agreement have any effect on ‘green 
meet green’ effect?



Data

• 2011-19 international sample of syndicated loans.

• ‘Green firms’: Dummy = 1 if the borrowing firm 
voluntarily report to Carbon Disclosure Project (CDP) 
survey one year before origination. 

• ‘Green banks’ (~160): members of the UN Environment 
Programme Finance Initiative (UNEP FI). i) Dummy = 1 if 
the majority of the lead arrangers are green, or ii) % of 
green banks in lead arrangers.



Data

• Merge syndicated loans data from LPC DealScan (70,000 
loan facilities for 2011-2019) and Compustat data on 
borrower (ROA, leverage, TA) and lender characteristics 
(ROA, T1 capital ratio, TA).

• Final data set: 12,000 loan facilities, o/w 10,000 were to 
NFCs.  2,200 facilities to 322 firms, 1,100 facilities by green 
syndicates, 166 green-meets-green.

• Outcome variable: spread charged on a loan facility over 
LIBOR + additional fees for each dollar drawn down.



• Loan spreads of ‘green’ firms are 12 
bps lower than brown firms. 

But this effect is no longer significant 
once firm fixed effect is included: a 
firm becoming ‘green’ (i.e. reporting 
to CDP) doesn’t lower its funding 
costs.

Suggestions: 

Include CDP scores (A to D-).  Can 
better examine whether lenders are 
pricing in climate-related risks and/or 
if these are good measures of 
climate-related risks.

Try other sustainability measures, e.g. 
ESG ratings.

Table 2



• Green banks (lead 
arrangers) charge a large 
premium compared to 
brown banks.

More expensive for green 
firms to borrow from 
green banks than brown 
banks, even after 
accounting for ‘green-
meets-green’ effect.

Table 8



• The effect of green bank on 
loan spreads no longer 
significant once lender FE is 
included.

A bank ‘becoming green’ (i.e. 
joining UNEP FI) doesn’t have 
any effect on loan spreads.

Suggestions: 

Include more lender controls, 
e.g. bank type, credit ratings.

Use alternative measures of 
lender greenness (e.g. ESG 
ratings).  

Table 9



• Pre-Paris, green firms were 
paying a premium to 
borrow from green banks.

Post-Paris, this is no longer 
true. But brown banks are 
offering a smaller discount 
to green firms than pre-
Paris.

Suggestions: 

Explore if green and brown 
banks increased their 
supply of loans to green 
firms post-Paris, at the 
expense of brown firms.

Table 10





Conclusions

• Some encouraging evidence that climate disclosures might 
benefit firms by lowering their funding costs, but further 
probing would be useful.

• Rich dataset which can be used to extend the analysis could 
be extended to inform other important policy debates, e.g.:

• Are lenders pricing in climate-related financial risks better 
now than in the past?

• To what extend do credit ratings capture climate-related 
risks?  


