State Bank of India + Coal Mega-Mine? Not so fast please.
Ulf Erlandsson (*)
According to media reports,1 State Bank of India (bond ticker SBI) is nearing an agreement to lend Rs
5,000 crore (~USD650m) to Adani Enterprises as fresh funding for the Carmichael coal mine. We have
commented on the Carmichael project before, see “Global investors and the Carmichael mega-mine”,
1 Sep 2020, but to lend the words of the Rolling Stone magazine it is “the most insane energy project of
the world.” Recent press stories indicate that the project is looking to ramp up production over time to
50Mtpa,2 which cumulatively could lead to CO2 emissions of several gigatonnes (billions tonnes).
The AFII questions the economic and environmental logic in providing credit to Carmichael. In
February, the German engineering group Siemens (SIEGR) drew the ire from both climate activists as
well as asset manager BlackRock (BLK) for their provisioning of $18mn railway signaling to Carmichael.3
Providing $650mn of funding – like SBI is intending to do - is much more potent in terms of enabling
Carmichael than what Siemens did, in AFII’s opinion. Consequently, we would like to highlight the
following investor exposures/engagement opportunities:
SBI has USD>2.8bn outstanding in hard currency benchmark bond deals. We believe key bond
investors/lenders of USD such as Athene, Jupiter Fund Management, TIAA, Allianz and BlackRock
should engage with SBI if they perceive fresh onward lending of their invested money to the
development of new thermal coal mines to be against their respective investment policies.
One of the USD benchmark deals, the SBI 4.5% 09/2023 bond is a “green” bond. We opine that an
execution of funding to Carmichael effectively removes all green credentials of this bond, aka.
greenwash, on the back of the issuer not exhibiting an actual dedication to climate change mitigation.
We believe they (and their end investors in the asset management cases) would be well served if SBI
eventually decides to not provide Carmichael lending. Key investor is Credit Agricole/Amundi. We
would consider a requalification of the bond as ‘green’ if the Carmichael program is withdrawn.
Further balance sheet exposure to SBI sits with development banks such as the World Bank, the
European Investment Bank (EIB) and Kreditanstalt für Wiederaufbau (KFW). We opine that loans – even
to renewables’ activities - to SBI are providing balance sheet relief that enables SBI to execute potential
Carmichael lending.

See, for example, ”SBI set to offer Rs 5000 cr loan to Adani coal project in Australia”, Business Standard, 17 Nov
2020.
2
“Documents suggest Adani retained long-term plan to build Australia’s biggest mine”, The Guardian, 11 Nov
2020.
3
“BlackRock rebukes Siemens on its environmental record”, Financial Times, 6 Feb 2020.
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Overview – SBI USD bond curve
Figure 1. USD bonds outstanding from SBI >$200mn. Greenwashed bond highlighted. Source: Bloomberg.
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IMPORTANT DISCLAIMER:

This report is for information and educational purposes only. The Anthropocene Fixed Income Institute
(‘AFII’) does not provide tax, legal, investment or accounting advice. This report is not intended to
provide, and should not be relied on for, tax, legal, investment or accounting advice. Nothing in this
report is intended as investment advice, as an offer or solicitation of an offer to buy or sell, or as a
recommendation, endorsement, or sponsorship of any security, company, or fund. AFII is not
responsible for any investment decision made by you. You are responsible for your own investment
research and investment decisions. This report is not meant as a general guide to investing, nor as a
source of any specific investment recommendation. Unless attributed to others, any opinions
expressed are our current opinions only. Certain information presented may have been provided by
third parties. AFII believes that such third-party information is reliable, and has checked public records
to verify it wherever possible, but does not guarantee its accuracy, timeliness or completeness; and it is
subject to change without notice. Information attributed to others are for informational purposes only
and does not constitute endorsements.

The Anthropocene Fixed Income Institute is a non-profit organization “to monitor, advocate for and
influence the impact of the fixed income and bond markets in the age of human induced climate
change.” For more information about the Institute, please visit wwww.anthropocenefii.org or follow us
at @FixedInstitute (Twitter). Sign up to our e-mail distribution at info@anthropocenefii.org
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