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ABSTRACT: The main objective of the study is to find out the current 
developments of green finance in Bangladesh with a focus on the role of 
Bangladesh Bank in the financial system. This study also focuses on the 
involvement and activities of commercial bank and other non-bank 
financial institutions in promoting green financial transactions. This study 
is based on secondary data like- quarterly Review Reports of Bangladesh 
Bank, annual reports of Bangladesh Bank and other commercial banks, 
newspapers and different research reports regarding green finance in 
Bangladesh. The secondary data is analyzed by using content analysis. The 
result of the study shows that Bangladesh Bank has played a major role in 
greening the financial system by introducing different green policy and 
regulatory measures. 
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1. INTRODUCTION 

Green finance is a new concept that has a significant role in the 
environmental policy, financial products, services, and socio economic 
development. It has created a linkage environment and project financing. It 
starts with the aim of protecting the environmentally friendly and has any 
implications for the future [1]. The issues of environmental protection have 
become very critical in emerging and developing countries, as these countries 
are more exposed to the immediate challenges of climate change, pollution, 
deforestation, loss of biodiversity and arable land. Their dependence on 
natural resources for economic growth and development underpins the need 
for implementing policies and plans for sustainable use of resources [4] [13]. 
There are lots of countries around the world such as Bangladesh, Brazil, 
China, India, Indonesia, Vietnam, Nepal etc. are taking various policies and 
initiatives to the sustainable transformation in the financial system. So, 
environmental safety issues have increased tremendous attention in financial 
institutions, and the importance of greening the financial system is 
increasingly recognized globally by academics, policy makers, and different 
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stakeholders. The research aims to assess the current state of green finance in 
Bangladesh, focusing on the roles played by Bangladesh Bank and financial 
institutions in implementing and promoting environmentally sustainable 
financial practices. As environmental concerns intensify globally, especially 
in emerging and developing countries, understanding the efficacy of green 
finance initiatives becomes crucial for fostering socio-economic development 
while mitigating environmental risks. This study seeks to provide insights 
into the extent of green finance integration in Bangladesh, evaluating the 
impact of policies implemented by Bangladesh Bank and the active 
participation of financial companies in fostering environmentally friendly 
practices.  
 
The findings will contribute to the growing body of knowledge on green 
finance and offer practical implications for policymakers, financial 
institutions, and other stakeholders involved in sustainable economic 
development. The main objective of the study is to find out the assessment of 
the current development of green finance in Bangladesh. At first we 
identified the role of Bangladesh Bank to implement green finance in the 
financial system and secondly to determine the role and involvement of 
financial companies such as banks and Financial Institutions (FIs) in 
promoting and practicing green finance. 
 
2. OBJECTIVES OF THE STUDY 

The main objective of the study is to find out the assessment of current 
developments in green finance in Bangladesh. This objective is divided into 
two parts. Firstly, to find out the roles of Bangladesh Bank for implement 
green finance in the financial sectors. Secondly, to determine the involvement 
and activities of financial companies in practicing and promoting green 
finance.  
 
3. REVIEW OF LITERATURE 

Green finance is a new topic that creates a linkage between the management 
of environmental issues with banking functions to transform financial 
institutions and create sustainable business development [8]. Triosdos Bank, 
which was Dutch Bank first introduced the concept of green banking and the 
bank developed a Green Fund in 1990 to provide finance for environmental 
sustainable projects [3]. Nowadays, green finance has been remarkable 
progress because banks and FIs have force/influence by the regulatory body 
to provide loans for environmentally sustainable projects that create green 
growth for the economy and ensure responsible behavior for other businesses 
[12]. FIs can play a vital role to protect the environment by managing 
climate-related risk and provide fund to the climate-friendly and green 
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green finance in the financial sectors. Secondly, to determine the involvement 
and activities of financial companies in practicing and promoting green 
finance.  
 
3. REVIEW OF LITERATURE 

Green finance is a new topic that creates a linkage between the management 
of environmental issues with banking functions to transform financial 
institutions and create sustainable business development [8]. Triosdos Bank, 
which was Dutch Bank first introduced the concept of green banking and the 
bank developed a Green Fund in 1990 to provide finance for environmental 
sustainable projects [3]. Nowadays, green finance has been remarkable 
progress because banks and FIs have force/influence by the regulatory body 
to provide loans for environmentally sustainable projects that create green 
growth for the economy and ensure responsible behavior for other businesses 
[12]. FIs can play a vital role to protect the environment by managing 
climate-related risk and provide fund to the climate-friendly and green 
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projects [6]. Commercial banks are the main actors in the financial system 
and have a significant position in the global economy [14]. Green finance is 
the investment or lending of all projects that have environmental effects and 
increase environmental sustainability [15]. Banks can play a vital role in a 
low-carbon and green economy by providing loans to economic and 
environmental perspective [5]. Central banks are the regulators of 
commercial banks as they initiate necessary policies to influence commercial 
banks and other FIs to practice and promote their business in an environment- 
friendly manner [14].  A group of central banks launched Networking for 
Greening the Financial System in 2017 to analyze and management of 
climate and environmental risk in the financial sectors to develop a 
sustainable economy [10]. 
 
G20 Sustainable Finance Study Group was created to identify obstacles of 
green finance and change the financial system to circulate the private capital 
for green and sustainable investment [9]. Green finance, a novel concept, 
serves as a vital link between environmental management and the functions 
of financial institutions, fostering sustainable business development. Triodos 
Bank, a Dutch institution, pioneered green banking by establishing a Green 
Fund in 1990 to finance environmentally sustainable projects, marking the 
inception of the green finance movement. Presently, regulatory bodies exert 
pressure on banks and financial institutions (FIs) to allocate loans for projects 
promoting environmental sustainability, contributing to the growth of green 
finance and ensuring responsible corporate behavior.  
 
Financial institutions, including commercial banks, play a pivotal role in 
environmental protection by managing climate-related risks and providing 
funding for climate-friendly and green projects. Recognizing the significance 
of commercial banks as major players in the global economy, their 
involvement in fostering a low-carbon and green economy becomes crucial. 
Green finance encompasses investments and loans directed towards projects 
with positive environmental impacts, contributing to enhanced environmental 
sustainability. Central banks, acting as regulators for commercial banks, play 
a proactive role in influencing policies to encourage environmentally friendly 
practices within the financial sector [11].  
 
This is exemplified by the Networking for Greening the Financial System 
initiated by a group of central banks in 2017, aiming to analyze and manage 
climate and environmental risks within the financial sector, ultimately 
contributing to the development of a sustainable economy. Additionally, the 
G20 Sustainable Finance Study Group emerged to address obstacles 
hindering green finance [7]. The group focuses on transforming the financial 
system to mobilize private capital for green and sustainable investments, 
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2015  Banks and FIs were instructed to form a Climate Risk Fund 
having allocation at least 10% of their CSR budget. 

2016  All the banks and FIs must ensure the establishment and 
activeness of Effluent Treatment Plant (ETP) during 
financing to all possible clients. 

2017  A comprehensive list of product/initiatives of green finance 
for banks and FIs has been circulated. 

2018  A new uniform reporting format of quarterly review report 
on green banking activities has been circulated for banks 
and FIs. 

2019  Investment by scheduled banks and FIs in any impact fund 
which is registered under BSEC Rules 2015and formed for 
environment friendly sectors will be considered as green 
fiancé. 

2020  A minimum target of green finance was set at 5% of the 
total funded loan disbursement for all banks and FIs. 

 Sustainable Finance Policy and Sustainable Rating 
Methodology for banks and FIs was issued. 

Source: Quarterly Review Report, Bangladesh Bank. 
 
From the above policies it is seen that, initially BB developed green finance 
policies only for commercial banks. Now, BB set guidelines for banks and 
FIs and set minimum loan percentage. These policies are very helpful to 
develop green finance in Bangladesh. 
 
5.1.2 Financial Support from BB for green finance 

Here, at a glance Funding Schemes of BB for Green Finance in October-
December, 2020. 
 

Table 02: Green Finance in October-December, 2020. 

Funding Scheme of BB Amount (TK. 
In million) 

No. of 
Projects 

Disbursement from BB Refinance Schemes 
for environment friendly products/initiatives. 327.50 4 

Disbursement from BB Refinance Schemes 
for Islamic banks and FIs for investment in 
green products. 

16.06 5 

Disbursement from Green Transformation 
Fund .56 1 

Source: Quarterly Review Report, Bangladesh Bank. 
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2015  Banks and FIs were instructed to form a Climate Risk Fund 
having allocation at least 10% of their CSR budget. 

2016  All the banks and FIs must ensure the establishment and 
activeness of Effluent Treatment Plant (ETP) during 
financing to all possible clients. 

2017  A comprehensive list of product/initiatives of green finance 
for banks and FIs has been circulated. 

2018  A new uniform reporting format of quarterly review report 
on green banking activities has been circulated for banks 
and FIs. 

2019  Investment by scheduled banks and FIs in any impact fund 
which is registered under BSEC Rules 2015and formed for 
environment friendly sectors will be considered as green 
fiancé. 

2020  A minimum target of green finance was set at 5% of the 
total funded loan disbursement for all banks and FIs. 

 Sustainable Finance Policy and Sustainable Rating 
Methodology for banks and FIs was issued. 

Source: Quarterly Review Report, Bangladesh Bank. 
 
From the above policies it is seen that, initially BB developed green finance 
policies only for commercial banks. Now, BB set guidelines for banks and 
FIs and set minimum loan percentage. These policies are very helpful to 
develop green finance in Bangladesh. 
 
5.1.2 Financial Support from BB for green finance 

Here, at a glance Funding Schemes of BB for Green Finance in October-
December, 2020. 
 

Table 02: Green Finance in October-December, 2020. 

Funding Scheme of BB Amount (TK. 
In million) 

No. of 
Projects 

Disbursement from BB Refinance Schemes 
for environment friendly products/initiatives. 327.50 4 

Disbursement from BB Refinance Schemes 
for Islamic banks and FIs for investment in 
green products. 

16.06 5 

Disbursement from Green Transformation 
Fund .56 1 

Source: Quarterly Review Report, Bangladesh Bank. 
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