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Abstract

Vietnam is among the top five nations most vulnerable to climate change, suffering annual
economic losses of 0.8% to 1.2% of gross domestic product from natural disasters. The
development highlights the acute need for a green finance framework supporting the country’s
goal of a net-zero emissions target by 2050. This current policy-relevant study examines
Vietham’s green finance activities between 2015 and 2025, focusing on regulation frameworks,
green bond growth, investor behavior, and the role of catastrophe bonds (CAT bonds) as a
potential tool for building climate resilience. Using a mixed-methods approach involving
qualitative policy analysis, quantitative trend review, case studies of two state-owned
enterprises, and global market benchmarking, the research finds that green credit comprises
just 4 to 5% of total loans and green bonds only 1.5% of the domestic bond market in 2023,
limited by a missing green taxonomy, insufficient incentives, and low consumer engagement. It
also uncovers behavioral barriers to adopting green financial products and recommends CAT
bonds to mitigate climate risks. The study concludes that Vietnam should pursue regulatory
reforms, market innovation, capacity building, and institutional collaboration to expand green

finance, providing a model for other climate-vulnerable economies aiming for sustainability.
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Climate Debt Instruments in Vietnam:

Evaluating Green Finance Landscape and Innovation towards Climate Resilience

Introduction

Vietnam's high exposure to climate change, as evidenced by estimated annual losses
from natural hazards between 0.8% to 1.2% of GDP (Dinh & Nguyen, 2020; Dione,
2018), is a reflection of the need for its shift toward a sustainable financial paradigm
aligning with its vision of becoming a net-zero carbon country, as set out by the National
Green Growth Strategy 2021-2030, with a vision toward 2050 (The Prime Minister,
2021). In its National Green Growth Strategy, the development of sustainable energy,
low-carbon agriculture, and resilience of infrastructure have been highlighted as key
drivers of Vietnam's shift toward green growth. However, while witnessing a clear leap
globally toward green finance, recorded from USD 37 billion worth of green bonds
issued in 2014 up to USD 600 billion by 2021 (Climate Bonds Initiative, 2024), its green
finance market is still relatively underdeveloped. Green credit made up only 4 - 5% of
total lending as of 2023, whereas the issuance of green bonds amounted to USD 1
billion, representing only a humble 1.5% of Vietham's bond market (Tuoi Tre News,
2024; VietnamPlus, 2023). This gap highlights the need for Vietnam to better link its
initiatives with current international trends as well as strengthen its sustainable finance
paradigm. Additional, still prevalent, risks from climate-driven hazards including floods,
typhoons, and droughts further demonstrate the limitation of conventional funding
mechanisms, hence triggering calls for alternative tools, such as catastrophe bonds
(CAT bonds), that have shown successful implementation cases in Jamaica, Mexico, as
well as the Philippines for enhancing climate adaptation, as well as fiscal resilience
(Ando et al., 2022; OECD, 2024).

Against this backdrop, this paper evaluates Vietnam’s green finance policy framework
and market evolution from 2015 to 2025, aiming to propose strategies for scaling green
investments. The study addresses four key questions: (1) To what extent have
Vietnam’s green finance policies driven green credit and bond growth?; (2) What

lessons of green finance can Vietnam learn from international models?; (3) What
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behavioral barriers impede the adoption of green financial products among Vietnamese
investors and consumers?; (4) How can CAT bonds be integrated to mitigate climate
risks and support long-term sustainability in Vietham? From there, the analysis focuses
on four interconnected pillars: (1) the evaluation of policy and instruments which are
used by the State Bank of Vietnam?® and Ministry of Finance*, against foreign
benchmarks such as China’s Green Finance Pilot Zones and the EU’s Sustainable
Finance Taxonomy (Climate Bonds Initiative, 2024; European Commission, 2022); (2)
Vietnamese green bond development, through case studies of two state-owned
enterprises, compared to French and Chinese ones (World Bank, 2024); (3) investor
and consumer behavior, using surveys to uncover barriers such as low awareness
(International Finance Corporation®, 2023; Edwards et al., 2023); and (4) the integration
of and comparative perspective for scalable solutions of CAT bond, drawing on global
best practices (Ando et al., 2022; Diep & Yen, 2024; Pham et al., 2025).

This paper shall be organized into six cohesive sections. Following this Introduction, the
‘Literature Review’ section synthesizes theoretical and empirical insights on climate
debt instruments such as green bonds and catastrophe bonds, while pinpointing critical
gaps specific to Vietham’s context. Next, the ‘Methodology’ section outlines a robust
mixed-methods approach, incorporating policy analysis, case studies of two
state-owned enterprise (specifically the Bank for Investment and Development of
Vietnam® and EVN’ Finance), and comparative benchmarking, to thoroughly evaluate
Vietnam’s green finance landscape. The ‘Results and Comparative Analysis’ section
then presents key findings on policy effectiveness, green bond market trends, investor
behavior challenges, and the potential for CAT bond integration. Thereafter, the
'Discussion’ section further develops such findings by analyzing Vietnam's role within

the world of green finance as well as emphasizing the decisive role of financial

3 Hereinafter referred to as SBV
4 Hereinafter referred to as MOF
5 Hereinafter referred to as IFC
® Hereinafter referred to as BIDV
" Stands for Vietnam Electricity
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innovation in building climate resilience. Finally, the 'Recommendations’ and
‘Conclusion' sections put forward realistic suggestions, including the establishment of a
green taxonomy as well as issuance of CAT bonds, while providing concluding remarks

with a view to developing Vietnam's sustainable finance framework.

Literature Review

This literature review synthesizes theoretical and empirical insights to contextualize
Vietnam's green finance landscape, focusing on green finance, ESG investing, financial
behavior, and catastrophe bonds (CAT bonds), while identifying critical gaps that this
study aims to address. Environmental finance theory posits that externalities can be
internalized through mechanisms like green bonds and ESG strategies, with financial
institutions playing a pivotal role in reallocating capital toward sustainability, a concept
central to Vietnam's policy efforts; such an example is the directive No. 03/CT-NHNN on
promoting green credit growth and environmental-social risk management in credit
extension (State Bank of Vietnam, 2015; Weber, 2010; Barberis & Shleifer, 2003). This
perspective is complemented by ESG frameworks, which demonstrate a positive
financial performance link in 60% of over 2,000 studies (Friede et al., 2015), and
sustainability transition theory, specifically Geels' Multi-Level Perspective, which
positions green finance as a catalyst for low-carbon transitions, directly relevant to
Vietnam's nascent green bond innovations (Geels, 2002). However, behavioral finance
reveals significant challenges, including cognitive biases and information asymmetries
that undermine green investment uptake, a barrier starkly evident in Vietham's market
dynamics (Lo, 2005; OECD, 2020).

On a global scale, green finance has seen substantial growth, with bond issuance
reaching USD 600 billion in 2021, driven by robust frameworks in the EU and China
(Climate Bonds Initiative, 2024). Within ASEAN, countries like Indonesia and Thailand
have progressed through sovereign green bonds and taxonomies (World Bank, 2022).

Additionally, nations such as Jamaica and Mexico have pioneered the use of CAT
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bonds, issuing USD 185 million and USD 485 million respectively, to transfer disaster
risk and bolster fiscal resilience against climate-induced events (Ando et al., 2022). As a
climate debt instruments, CAT bond provide parametric payouts following extreme
weather events, offering a vital tool for climate adaptation and disaster risk financing,
with their success in climate-vulnerable economies like Jamaica, Mexico, and the
Philippines demonstrating their potential to manage the fiscal stress of natural disasters

(Ando et al., 2022; OECD, 2024; Reitmeier, 2024; Figure 1).
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Figure 1. Structure of a typical catastrophe bond (Sources: Reitmeier, 2024)
In contrast, Vietnam faces persistent barriers to green finance, including limited policy
coherence, a narrow product range, and weak institutional capacity (Nguyen et al.,
2018). Green loans disproportionately favor large enterprises, leaving SMEs struggling
with access due to information gaps, a problem worsened by the absence of a
standardized green taxonomy that heightens greenwashing risks (Nguyen et al., 2024;
VietnamPlus, 2023). Despite these challenges, leading financial institutions like BIDV

and EVN Finance have emerged as pioneers, with BIDV's green loan portfolio reaching
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VND 71,000 billion and EVN Finance issuing a USD 75 million verified green bond, both
adopting international ESG standards; however, broader market participation remains
limited (World Bank, 2024). In addition, surveys further reveal significant hurdles, with
only 30% of SMEs aware of green credit and just 15% of retail investors trusting green
bonds, driven by regulatory uncertainty and risk aversion (Diep & Yen, 2024; IFC, 2023;
Edwards et al., 2023).

One of the key shortcomings of Vietham’s green finance system is the notable lack of
catastrophe (CAT) bonds, especially considering the country’s increased exposure to
climate risks. Unlike countries like Jamaica and the Philippines, which have issued CAT
bonds to reduce fiscal natural disaster-related burdens (Ando et al., 2022), Vietnam has
not yet utilized this climate-focused debt management tool. The main challenges
preventing the introduction of CAT bonds in Vietnam, according to Truong and Hang
(2023), are incomplete legal frameworks, a lack of information infrastructure, and the
absence of investor backing. This shortfall is especially apparent considering Vietham’s
exposure to climate-related disasters, namely floods, typhoons, and droughts, totaling
USD 2.5 billion for 2017 alone (General Department of Disaster Prevention and Control,
2019). The Philippines’ issuance of a USD 225 million CAT bond, guaranteed by the
World Bank, demonstrates the effectiveness of these instruments in providing prompt
post-disaster liquidity; however, Vietnam remains institutionally ill-prepared to implement
equivalent financial instruments, thus limiting its climate adaptability and highlighting a
general underuse of innovative financial instruments in its green finance initiatives
(Ando et al., 2022).

Applying the Multi-Level Perspective alongside behavioral finance, Vietham's green
finance landscape reflects niche experimentation but lacks the regime-level shifts
needed for systemic change, constrained by both behavioral and regulatory hurdles
(Geels, 2002; Lo, 2005). Consequently, this review identifies three primary research
gaps essential for advancing Vietnam’s green finance ecosystem. First, there is a

notable lack of empirical studies evaluating the effectiveness of green finance policies,
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such as the directive No. 03/CT-NHNN, with existing research being largely descriptive
or anecdotal, offering limited evidence on their impact on investment growth or
emissions reduction, thus impeding a comprehensive understanding of policy outcomes
crucial for Vietnam’s sustainability ambitions (Nguyen et al., 2018; Nguyen et al., 2024).
Second, there is minimal exploration of investor psychology and behavior, particularly
among retail investors and SMEs, despite surveys indicating low awareness and trust in
green finance products; the influence of cognitive biases, risk perceptions, and
behavioral barriers remains understudied, a significant oversight given their role in
scaling market participation (Diep & Yen, 2024; IFC, 2023; Lo, 2005; OECD, 2020).
Lastly, despite Vietnam’s vulnerability to climate-induced disasters, there are no studies
on the feasibility or design of CAT bonds in this context, unlike in countries like Jamaica
and the Philippines, with legal, institutional, and market readiness deficits further
exacerbating this gap and limiting Vietham’s potential to utilize innovative financing for
climate adaptation (Ando et al., 2022; Dinh & Nguyen, 2020). These gaps set the stage

for this study’s contributions to Vietham’s green finance development.

Methodology

This study employs a mixed-methods policy research design, integrating qualitative
policy analysis, quantitative trend review, comparative benchmarking, and scenario
modeling to evaluate Vietnam’s green finance landscape and propose strategies for
scaling investments through climate debt instruments like green bonds and CAT bonds.
This approach addresses the complexity of Vietnam'’s green finance ecosystem,
including the regulation, market behavior, and climate risk innovation; while enhancing
internal validity and practical applicability for policy recommendations (Creswell & Plano
Clark, 2017; Brewer & Hunter, 2006; Greene, Caracelli, & Graham, 1989).

Data Sources and Collection Strategy
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Due to limited primary data, the study uses secondary data from authoritative sources
(SBV, MOF, The Prime Minister, World Bank), BIDV/EVN Finance disclosures,
peer-reviewed articles, and reports (2015-2024). This choice suits Vietham’s
constrained data environment, ensuring transparency, replicability, and rigor through
cross-validation (for example, SBV versus World Bank data) (Johnston, 2014; Bryman,
2016).

Analytical Framework and Justification

The framework comprises five methods, each addressing specific research questions
and building on the previous to cohesively evaluate Vietham’s green finance ecosystem.
Firstly, the qualitative policy analysis evaluates Vietnam’s green finance policies, like
Directive No. 03/CT-NHNN, using international financial standards: clarity, coherence,
transparency, and scalability. Specifically, it assesses clarity in defining green projects,
coherence with sustainability goals, transparency in reporting, and scalability for
broader implementation, providing a structured evaluation of policy effectiveness
(Climate Bonds Initiative and the UNEP Inquiry, 2015; World Bank, 2021; OECD, 2023).
Secondly, the quantitative trend analysis examines green credit/bond growth
(2015-2023) using descriptive statistics, suitable for Vietham’s data scarcity (Aerts &
Cormier, 2009; McKenzie, 2012). Also, the case studies of BIDV and EVN Finance,
selected for their pioneering roles and international compliance, provide depth on green
bond development (Yin, 2018). Comparative benchmarking against China, EU/France,
Jamaica/Mexico, and Indonesia/Thailand employs a structured framework using OECD
metrics to facilitate policy learning, addressing the second research question on
international best practices (Rose, 2005; George & Bennett, 2005). Specifically, China is
examined for its centralized green finance regulation and bond market scale, offering
insights into top-down policy enforcement; the EU and France are analyzed for their
advanced ESG integration and sovereign bond issuance, highlighting robust taxonomy

frameworks; Jamaica and Mexico provide lessons on CAT bond issuance under fiscal
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stress, demonstrating disaster risk financing; Indonesia and Thailand showcase ASEAN
taxonomies and public-sector innovation, relevant to Vietham’s regional context (OECD,
2024; World Bank, 2022). Subsequently, behavioral analysis leverages secondary
survey data from McKinsey Sustainability (Edwards et al., 2023), IFC (2023), and Diep
& Yen (2024) to assess investor behavior, focusing on financial literacy, green product
awareness, risk perception, and trust in ESG instruments, thereby addressing the third
research question on investor barriers. This analysis adopts a 2x2 segmentation model,
derived from psychological profiling techniques in behavioral economics, to categorize
investors into groups based on knowledge and trust levels, such as low knowledge-low
trust (rural SMEs) and high knowledge-high trust (institutional investors), enabling
tailored policy responses to enhance market participation (Thaler & Sunstein, 2008;
Diep & Yen, 2024).

Scenario Modeling for Catastrophe Bonds

CAT bond feasibility is assessed through three carefully designed scenarios, each
tailored to Vietnam’s institutional and market context to address the fourth research
question on CAT bond integration (Ando et al., 2022). The sovereign scenario envisions
issuance through the World Bank or Southeast Asia Disaster Risk Insurance Facility® to
protect public infrastructure, leveraging international expertise to overcome Vietnam'’s
legal and institutional barriers, benchmarked against the Philippines’ 2019 issuance of
CAT bond, and Mexico’s FONDEN model to cover earthquake and storm risks (Ando et
al., 2022). The corporate scenario involves BIDV and EVN Finance sponsoring CAT
bonds for renewable energy assets, building on their successful green bond issuances,
with Jamaica’s 2021 issuance and Mexico’s 2020 corporate models serving as
benchmarks (Ando et al., 2022). The regional scenario proposes a pooled facility under
ASEAN+3 or SEADRIF to reduce premiums through risk-sharing, drawing inspiration
from the Caribbean Catastrophe Risk Insurance Facility (CCRIF), which has effectively

8 Hereinafter referred to as SEADRIF
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supported small states against climate risks (Ando et al., 2022). This method, suitable
for contexts with limited historical data, tests conceptual throughbility by adapting
parameters from real-world CAT bonds to Vietnam’s risk profile and legal environment,
ensuring practical relevance for climate resilience financing (Varian, 1992; Ando et al.,
2022; Dinh & Nguyen, 2020).

Limitations and Mitigation Strategies

The study acknowledges three key limitations, each addressed with targeted mitigation
strategies to maintain analytical rigor and policy relevance (Johnston, 2014; Bryman,
2016; Maxwell, 2012). Firstly, the absence of primary interviews due to resource
constraints and Vietnam’s limited data access is mitigated by triangulating multiple
credible secondary datasets such as policy documents, financial reports, and
peer-reviewed articles while leveraging case studies of BIDV and EVN Finance for
depth, thus ensuring a robust evidence base despite the lack of direct data collection
(Johnston, 2014). Secondly, incomplete firm-level transaction data, which is a common
challenge in Vietnam’s emerging market, is addressed by relying on aggregate financial
reports and macro trends from sources like SBV and World Bank with clear disclosure
of data boundaries to maintain transparency and credibility (Bryman, 2016). Thirdly, the
lack of emission reduction quantification, which restricts the ability to directly assess
environmental impact, is flagged as a direction for future research, thereby allowing the

study to focus on financial and policy scalability in the current scope (Maxwell, 2012).

Results and Comparative Analysis

The research explains the current state of Vietnam's green finance, starting with
policymaking effectiveness, followed by the development of green bonds, investor
outlook, and CAT bond feasibility.

10
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Firstly, in terms of the policy effectiveness, Vietnam’s green finance landscape has
evolved progressively with instruments like the directive No. 03/CT-NHNN, which
mandated environmental and social risk screening in lending, the 2018 Green Banking
Scheme aimed at aligning banking practices with global standards, and Circular No.
101/2021/TT-BTC, which reduced green bond issuance fees by 50% (SBV, 2018; MOF,
2021). Additionally, Circular No. 155/2015/TT-BTC and No. 96/2020/TT-BTC, issued by
the Ministry of Finance, introduced ESG disclosure requirements for listed companies,
reflecting alignment with ASEAN and EU frameworks (MOF, 2015; MOF, 2020; OECD,
2024). By 2023, green credit had grown 22—-26% annually, reaching 4-5% of total
lending across 47 financial institutions (VietnamPlus, 2023). However, unlike China’s
top-down mandates or the EU’s legally binding taxonomy, Vietnam’s policies remain
largely voluntary, lacking enforcement mechanisms and a formal taxonomy, which
increases greenwashing risks and limits systemic impact (OECD, 2024; European
Commission, 2022). For instance, China’s 2015 green bond catalogue and Green
Finance Pilot Zones drove USD 180 billion in issuance by 2023, while the EU’s

Taxonomy under the SFDR ensures transparent asset classification (OECD, 2024).

Looking forward, Vietham's green bond market, although growing, is still in its
embryonic phase, with total issuances of more than USD 1 billion by 2023; however,
this figure only accounts for 1.5% of the country's total bond market (Tuoi Tre News,
2024). The nascent market is defined by a narrow investor base, largely comprising
institutional investors, with limited involvement from retail investors, reflecting its early
stage and the need for greater participation (Tuoi Tre News, 2024). Against these
challenges, Viethamese financial institutions, including the Bank for Investment and
Development of Vietham (BIDV) and EVN Finance, have taken on leadership roles,
leveraging green bond issuances to build credibility and consolidate the green finance
market in Vietnam. Particularly, in 2023, BIDV issued green bonds worth VND 2,500
billion (USD 104 million), certified under Moody's SQS2 framework, marking a material

step forward in Vietnam's green bond market development (World Bank, 2024). As of

1
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September 2023, BIDV's green portfolio stands at VND 71,000 billion (USD 3 billion),
with 97% disbursed towards renewable energy projects, comprising wind and solar
projects (World Bank, 2024). However, Moody's noted definitional risks stemming from
the absence of overarching sectoral classifications, reflective of Vietham's early-stage
market that lacks standardized taxonomies (World Bank, 2024). Moreover, in
partnership with EVN Finance, this financial institution launched VND 1,725 billion (USD
75 million) worth of green bonds in 2022, verified by GuarantCo and responsAbility
Investment AG, dedicated to energy sector assets that received strong international
backing (World Bank, 2024). Despite these positives, scalability is constrained by the
lack of systemic policy frameworks, such as tax incentives or protection for investors,
which is a key impediment within Vietnam's nascent green bond market (World Bank,
2024). Additionally, in comparison with global benchmarks, advanced nations like
France and Indonesia illustrate the benefits of carefully designed regulations and broad
investment strategies. Particularly, France has led the issuance of EUR 45 billion in
sovereign green bonds to fund low-carbon projects, thus showcasing the success of
well-designed policy support. Similarly, Indonesia has effectively issued a green sukuk
aimed at retail investors, which has consequently expanded market participation and
enhanced financial inclusion (OECD, 2024). On the contrary, Vietham requires similar
improvements in policymaking, such as the creation of ESG reporting obligations and
tax rebates, to help resolve its current foundational issues and attain sustainable growth

in its green bond market.

Next, investor behavior further constraints green finance growth, marked by low
awareness and trust due to informational gaps and regulatory uncertainty. Surveys by
Diep & Yen (2024) and IFC (2023) reveal that only 30% of SMEs are aware of green
credit products, while just 15% of retail investors trust green bonds, primarily due to
fears of greenwashing. Furthermore, although urban consumers exhibit growing
sustainability awareness, their financial decisions remain driven by yield, liquidity, and

risk aversion, as noted by Edwards et al. (2023). To address these challenges,

12
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behavioral segmentation from Diep & Yen (2024) identifies four distinct groups, each
requiring tailored policy interventions. In particular, the Low Knowledge-Low Trust
segment, including rural SMEs and the informal sector, needs financial literacy
programs to build foundational understanding. Conversely, the High Knowledge-Low
Trust group, comprising fintech-savvy youth, would benefit from green bond labeling
and digital ESG platforms to enhance transparency. The Low Knowledge-High Trust
segment, such as middle-income consumers banking with state institutions, requires
targeted green banking outreach to leverage their existing trust. Finally, the High
Knowledge-High Trust group, including institutional investors like AlA and Prudential,
seeks greater product diversity and tax incentives to deepen engagement. In contrast,
EU investors benefit from standardized ESG products under the SFDR, while Thailand’s
SEC-mandated disclosures have bolstered confidence, offering potential models for

Vietnam to reduce ambiguity and foster trust (World Bank, 2022).

Furthermore, Vietnam’s acute exposure to climate risks such as Typhoon Damrey in
2017, which caused US$1 billion in economic losses (Reinsurance News, 2017). In
addition, climate change-driven disruptions, such as heavy rainfall leading to flooding
and landslides, cost businesses US$280 million annually and caused widespread
socioeconomic interruptions (Gallagher & Lin, 2021). Projections for 2030 warn of
worsening extreme weather, with Ho Chi Minh facing heatwaves and Hanoi
experiencing heavier rainfall, amplifying economic and health challenges (World Bank,
2021). However, Vietnam has issued no CAT bonds, in contrast to Jamaica’s USD 185
million bond in 2021, which saw 60% participation from European ILS funds, Mexico’s
USD 485 million FONDEN-backed bond in 2020, and the Philippines’ USD 225 million
bond through SEADRIF in 2019 (Ando et al., 2022). Along with barriers such as the
absence of a legal framework for special purpose vehicles (SPVs) or parametric
triggers, inadequate disaster modeling infrastructure, and low investor awareness, the
progress of mitigating fiscal stress from climate-induced disasters is hindered (Ando et

al., 2022). To address these challenges, a scenario assessment proposes three tailored

13
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strategies for CAT bond issuance in Vietham, including a sovereign bond issued via the
World Bank to protect flood-prone areas like the Mekong Delta, leveraging international
expertise, a corporate bond sponsored by BIDV or EVN Finance for energy
infrastructure, building on their green bond experience, and a regional pool under
SEADRIF or ASEAN+3 to reduce premiums through risk-sharing, modeled on the
CCRIF (Ando et al., 2022). These scenarios, which are currently at varying stages of
feasibility, offer actionable pathways to overcome institutional and legal barriers, with
recommendations such as enhanced coordination between the Ministry of Finance and
the World Bank, leveraging existing green bond frameworks, and joining regional

risk-sharing initiatives to lower costs (Ando et al., 2022).

In short, Vietnam's green finance ecosystem is poised with policy innovations and
trailblazing efforts by EVN Finance and BIDV, but is faced with great challenges: the
lack of obligatory policies, immature market emergence, skepticism from investors, and

untapped potential of cat bonds.

Discussion

Reflecting on the findings, Vietnam has made notable strides in building its green
finance ecosystem. Despite this progress, structural limitations, including regulatory
ambiguity, shallow market depth, limited investor confidence, and the absence of
climate resilience tools like catastrophe bonds (CAT bonds), constrain its development.
Consequently, Vietnam’s policy framework reveals significant gaps that hinder
transformative impact. The country’s green finance policies adopt a normative and
voluntary approach, in stark contrast to the prescriptive models of the EU and China,
which dilutes enforcement and fosters inconsistent interpretations of "green"
investments, thereby fueling investor skepticism (Diep & Yen, 2024; Climate Bonds
Initiative, 2024). A critical bottleneck is the absence of a green taxonomy; as

demonstrated in the EU, taxonomies enhance transparency, comparability, and trust,

14
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reducing greenwashing risks that Vietnam currently faces due to its lack of such a
framework. Additionally, while Circular No. 101/2021/TT-BTC introduced transaction
cost incentives, Vietnam lacks broader fiscal tools, such as tax credits, green loan
guarantees, or blended finance, widely used in peer economies like Indonesia and
France (OECD, 2024).

Moreover, institutional leadership from BIDV and EVN Finance underscores Vietham’s
potential but also exposes systemic inertia. These first-movers have innovated within
regulatory gray zones, adopting international standards like Moody’s ratings and ICMA
frameworks to attract impact investors. However, their institution-led model lacks
scalability without systemic support, as evidenced by the absence of replication by other
banks and underdeveloped secondary markets, a dynamic that aligns with Auld et al.'s
(2008) caution against over-reliance on voluntary initiatives without public policy

support.

Transitioning to investor dynamics, behavior poses a critical constraint to scaling green
finance in Vietnam. Low awareness and trust, with only 30% of SMEs understanding
green credit and 15% of retail investors trusting green bonds, reflect ambiguity aversion
and financial illiteracy, consistent with behavioral finance literature (Lo, 2005; Thaler &
Sunstein, 2008). The study’s segmentation model shows that uniform policies are
insufficient; institutional investors may respond to ESG ratings and tax incentives, but
retail and SME segments require financial education, product simplicity, and
trust-building measures. Thailand’s targeted ESG mandates provide a model for
Vietnam to address these heterogeneous barriers through tailored engagement
strategies, such as simplifying products and enhancing awareness campaigns to unlock

demand and align financial culture with sustainability goals.

Equally concerning is the absence of CAT bond infrastructure, a significant blind spot in
Vietnam’s financial ecosystem, despite its acute vulnerability to climate-induced

disasters, with USD 2.5 billion in damages in 2017 and a 2.3% insurance penetration

15
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rate (General Department of Disaster Prevention, 2019; Swiss Re, 2022). Global
examples, like Jamaica’s USD 185 million CAT bond (2021) and the Philippines’ USD
225 million issuance (2019), demonstrate the feasibility of CAT bonds in
climate-vulnerable economies (Ando et al., 2022). Vietham’s barriers are primarily
institutional and legal, not financial, highlighting a policy oversight in disaster risk
financing. Incorporating CAT bonds could reduce fiscal pressure, attract yield-seeking
investors, and fund adaptation infrastructure, complementing the current mitigation
focus and addressing Vietham’s overemphasis on energy transitions at the expense of

resilience.

Reflecting further on Vietnam’s global standing, the country is at a pivotal juncture in its
green finance journey, balancing promising advancements with persistent hurdles. It
has demonstrated political will, early institutional experimentation through entities like
BIDV and EVN Finance, and rising investor interest. Yet, it struggles with fragmented
policies, underdeveloped markets, and a lack of investor confidence. Compared to
global leaders, China excels with its unified policy framework and robust taxonomy,
while the EU, particularly France, leads with legal frameworks and ESG-driven bonds;
Jamaica’s CAT bonds and Indonesia’s retail green bonds further reveal Vietham’s gaps
in innovation and retail engagement. Nevertheless, Vietnam’s strengths, including

flexible institutions and robust international ties, provide a foundation for progress.

Recommendations

To effectively meet Vietnam’s goal of achieving net-zero emissions by 2050, several
critical and timely policy actions must be prioritized strategically, drawing upon
successful international precedents and tailored to Vietnam'’s specific market and

institutional readiness.

16
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Firstly, establishing a clear and comprehensive national green taxonomy within 12 to 18
months is critical. This revised timeline allows sufficient duration for thorough
stakeholder consultations, aligning closely with experiences from the European Union
and ASEAN nations, which took similar timeframes to carefully implement detailed
classification systems (European Commission, 2022; World Bank, 2022). Given
Vietnam’s current fragmented policy landscape and growing market urgency, this period
provides a realistic yet ambitious schedule for comprehensive sectoral engagement and
legislative approval. Rapid adoption and clear communication are essential to minimize
market confusion, reduce greenwashing risks, and facilitate accelerated private sector
investment. Metrics such as institutional adoption rates and reduced greenwashing

cases will provide tangible measures of the taxonomy’s effectiveness.

Secondly, diversifying financial mechanisms by introducing catastrophe bonds is
recommended within the next 24 to 36 months. This timeline reflects the inherent
complexities associated with developing robust legal frameworks, investor awareness
campaigns, and necessary disaster-risk modeling infrastructures. International
experiences, notably from the Philippines (SEADRIF-backed CAT bond in 2019) and
Jamaica’s successful 2021 CAT bond issuance, illustrate that thorough preparation and
market education are paramount and typically require around two to three years for full
implementation (Ando et al., 2022; OECD, 2024). Given Vietnam’s substantial exposure
to climate-driven disasters, investing in these preparatory steps now ensures significant
long-term fiscal resilience, providing measurable reductions in post-disaster financial

strain.

Thirdly, the introduction of targeted fiscal incentives for green finance should occur
within the next 18 to 24 months. This schedule strikes a balance between immediate
market stimulation and the realistic pace of legislative processes and institutional
capacity building, following effective global examples such as the EU’s Green Deal

fiscal frameworks and tax incentive systems (Schratzenstaller, 2023; MOF, 2021). Clear
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timelines for the rollout of incentives such as tax rebates, SME loan guarantees, and
concessional financing are pivotal. Their timely introduction will stimulate short- to
medium-term private sector involvement, critical in meeting Vietham’s longer-term green

finance needs.

Fourthly, institutionalizing mandatory ESG reporting standards is feasible within the next
12 to 18 months. This timeline is chosen based on successful precedents such as
Thailand’s mandated ESG disclosures, which required approximately 18 months from
inception to full compliance (World Bank, 2023). Rapid implementation and rigorous
enforcement of these standards are necessary to build investor confidence quickly and
provide transparent metrics that align corporate activities with Vietnam’s long-term
sustainability targets. The effective implementation of ESG frameworks will attract
international investors increasingly prioritizing ESG criteria, thereby deepening

Vietnam’s green finance market.

Finally, enhancing outreach and education initiatives to improve financial literacy on
green finance among SMEs and retail investors should ideally occur within the next 12
to 18 months. This timeline considers the necessary planning, coordination among SBYV,
commercial banks, fintech partners, and educational institutions, and the launch of
comprehensive, targeted campaigns. Research by McKinsey and the IFC highlights that
effective awareness-building programs generally require around one to two years to
achieve meaningful behavioral changes and substantial improvements in consumer
understanding of complex financial instruments (Edwards et al., 2023; IFC, 2023).
Timely implementation will ensure sustained investor engagement and broaden market
participation significantly ahead of 2030, enabling robust financing capacity for

Vietnam’s green transition toward its 2050 net-zero objective.

A primary limitation of this research is the absence of primary data, which restricts the
ability to conduct causal analyses and limits the depth of insights into Vietnam’s green

finance ecosystem (Maxwell, 2012). This reliance on secondary data hinders the direct
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measurement of environmental impacts, particularly in quantifying emission reductions,
an area critical for assessing the true efficacy of green finance initiatives. Future
research should prioritize collecting primary data to enable more robust causal
relationships and to accurately measure emissions, thereby providing a clearer picture
of the environmental outcomes of Vietnam’s green finance policies and supporting more

effective strategies for achieving the country’s net-zero 2050 target.

Conclusion

In conclusion, while institutional pioneers like BIDV and EVN Finance show promise
(World Bank, 2024), Vietnam’s green finance ecosystem remains constrained by
regulatory ambiguity, shallow markets, and behavioral inertia, needing USD 368 to 380
billion by 2040, with CAT bonds addressing underfunded resilience (Vietham Investment
Review, 2024). Coordinated reforms can position Vietnam as a regional leader, offering
a replicable model for developing, climate-vulnerable economies through collaborative

partnerships.
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