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Abstract 

This study seeks to answer what drives the Nordic nations to perform better compared to 

other markets on green bonds issuance. A comparative study using Hofstede’s 

dimensional approach was conducted to understand which cultural behavioral factors 

encourage environmental actions and increase the likelihood of green bonds issuance. 

The results concluded that the cultural factors that are most dominant in affecting the 

issuance of green bonds in the Nordic countries are the uncertainty avoidance and 

masculinity factors. With the purpose of obtaining a more transparent result of cultural 

drivers in relation to the green bond market, the Nordic countries were compared to seven 

other countries. The results from further comparisons revealed that the nations with the 

lowest masculinity scores have the highest issuance of green bonds relative to GDP. On 

the opposite side of the spectrum, the nations with the lowest issuance of green bonds 

compared to GDP have the highest masculinity scores. In-depth semi-structured 

interviews were conducted with individuals with experience in the green bond market in 

Iceland with the intention of obtaining a better overview of the Icelandic market and 

determine the current status and potentials in the green bond market in Iceland. The main 

result of the overview is that the Icelandic market is immature and in its very early stages 

with an associated lack of knowledge. However, the market seems to be growing, both 

when it comes to interested issuers and investors becoming more aware and willing to 

develop a focused green investment policy. There are many positive signs surrounding 

green bonds compared to other conventional bonds in Iceland, but it is too early to draw 

conclusions based on those signs due to the lack of maturity of the market.  
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Definition of Terms  
CBI: The Climate Bonds Initiative is a nonprofit organization focusing on changing the 

bond market towards a more climate-resilient economy.  

 

CICERO: A leading reviewer of second opinions on green bond framework based in 

Oslo. 

 

City of Reykjavík: Reykjavíkurborg. 

 

Circular Solutions: Sustainability and ESG consulting and service provider. 

 

CSR: Corporate social responsibility. 

 

CNF: Commission on Non-Financials.  

 

DVFA: The Society of Investment Professionals in Germany. 

 

ESG: Factors to consider when measuring the sustainability and ethical impact of an 

investment. ESG stands for environmental, social and governance.  

 

Festa: Festa is the Centre of Social Responsibility in Iceland. 

 

GBP: The Green Bond Principles is a framework globally used for the issuance of green 

bonds.  

 

Greenium: The premium associated with green bonds. 

 

GDP: Gross Domestic Product. 

 

Grænvangur: An initiative designated to lead the public and the private sector in Iceland 

to join forces to fight climate change.  

 

IcelandSIF: Iceland Sustainable Investment Forum. 
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ICMA: The International Capital Market Association. 

 

IDV: Hofstede cultural dimension, Individualism versus Collectivism. 

 

IMF: The International Monetary Fund. 

 

IPCC: The Intergovernmental Panel on Climate Change. 

 

Íslandssjóðir: Iceland Funds ltd.  

 

KPIs: Key Performance Indicators.  

 

Kyoto Protocol: The Kyoto Protocol was affirmed in 1997 and extends to the developed 

and industrialized countries to reduce greenhouse gas emissions within set targets. 

 

Landsbankinn: Icelandic financial institution. 

 

Landsvirkjun: The National Power Company of Iceland. 

 

LSR: Lífeyrissjóður starfsmanna ríkisins, in English The Pension Fund for State 

Employees.  

 

LTO: Hofstede cultural dimension, Long-Term versus Short-Term.  

 

MAS: Hofstede cultural dimension, Masculinity versus Femininity. 

 

MCI: Municipality Credit Iceland in Icelandic Lánasjóður sveitarfélaga. 

 

Nordic CEOs: Joint leadership initiative with CEO’s of some of the Nordic most 

significant listed companies to commit and integrate the SDG goals into their core 

business strategies. 

 

Nordic Co-operation: The co-operation involves all Nordic countries and has a deep 

connection to economics, culture, and politics. 
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Paris Agreement: Agreement between the nations in the UN to set an international action 

plan to bypass dangerous climate change by keeping global warming below 2°C and try 

even further to limit the rising global temperature to 1.5°C before 2030. 

 

PDI: Hofstede cultural dimension, Power Distance.  

 

PRI: Principles for Responsible Investments, launched by the United Nations. 

 

Reginn: Icelandic real estate company listed on the Icelandic stock exchange.  

 

Reykjavík Energy: Orkuveita Reykjavíkur. 

 

SDG: Sustainable Development Goals, created by the United Nations. 

 

SEB: Skandinaviska Enskilda Banken. 

 

SRI: Socially Responsible Investment.  

 

UAI: Hofstede cultural dimension, Uncertainty Avoidance Index. 

 

UNEP: United Nation Environment Program. 

 

UNEP FI: United Nation Environment Program Finance Initiative. 

 

UNFCCC: United Nations Framework Convention of Climate Change.  
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Introduction 
Climate change is now affecting the whole planet. Rising sea levels, extreme 

temperatures and frequency of weather-related events are putting agriculture, food- and 

water supplies, amongst other things, at great risk. A global cooperation across countries, 

borders and industries is necessary to fight global warming, poverty, hunger and diseases, 

especially in developing countries (United Nations, 2018a). According to the OXFAM 

report in 2015, the richest 10% of the world’s population is currently responsible for about 

50% of CO2 emissions. The largest difficulty the world is facing is the overconsumption 

and irresponsibility of the most developed nations. The consequences of climate change 

are most felt by the poorest countries who are unable to protect themselves and incapable 

of moving between regions (OXFAM, 2015). In the next thirty years, consumer and 

business habits need to change and undergo a complete transition towards more 

sustainable options in energy production and transportation (Magnason, 2019). “How 

dare you pretend that this can be solved with business as usual and some technical 

solutions?” asked Greta Thunberg (2019), an environmental activist at the UN climate 

action summit in New York. The global society must rethink fashion, technology, all 

transport, manufacturing, consumption and what we eat amongst other things. It has been 

stated that a complete redesign of the 20th Century is needed but it has to happen as fast 

or even faster than humans developed flight, nuclear energy and computer technology 

(Magnason, 2019).  

There is a growing concern among the population to meet these challenges. 

Business leaders and governments need to create, develop and distribute the right 

processes, tools and legislations to accurately assess climate risk and reduce further risk 

build up. Although governments must be at the forefront of meeting this challenge, 

companies and investors also play an important role in developing a low-carbon 

economy. This means that the private sector will need to take climate considerations into 

account in almost all decisions companies make, whether it being the development of 

new products, capital allocations or something in between. Financial institutions are 

already reconsidering their portfolios risk based on climate change. Governments need to 

lead the behavioral change to combat greenhouse gas emissions as well as executing all 

urban planning projects based on climate change considerations (McKinsey, 2020).  

In the long run, companies and countries that do not deal with sustainability 

related risks, respond to stakeholders or shareholders concerns, are at risk of gaining 

increased distrust of the markets and possibly be forced to carry a higher cost of capital. 
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At the same time, those that demonstrate increased transparency and lead an open 

conversation with their stakeholders will attract investment more effectively, including 

higher quality and more patient capital (Fink, 2020).  

Larry Fink (2020), CEO and chairman of BlackRock, stated that the world is on 

the brink of a fundamental reshaping of finance where, in the near future, there will be a 

serious re-allocation of capital towards greener initiatives. Investors are increasingly 

realizing the problem and recognizing that climate risk goes hand in hand with investment 

risks. Sustainable investing is starting to appear more frequently in the capital markets 

community, and the term is often applied to a range of strategies, for example excluding 

investments and businesses with poor climate performances, environmental, social and 

corporate government (ESG) rating-based investments and impact investing to name a 

few. One of the most rapid growing segments by sustainable finance are green bonds 

(BlackRock, 2018). Corporate green bonds are fixed income instruments designated to 

support climate and environmental projects that have seen exponential growth in recent 

years.  

The Scandinavian nations have been at the forefront of the development of the 

green bond market worldwide. Denmark, Norway, Sweden and Finland are among the 

top 20 nations issuing green bonds, but the Icelandic market is rapidly catching up. This 

study focuses on the Nordic nations and it seeks to find out what drives such a small 

region to lead by example. It also explores the differences in green bond issuance between 

those nations. These five nations are considered very similar in many ways but differ in 

size, structure and history of green bonds. This study is divided into two parts with two 

main research questions that are nonetheless connected.  

The first part of the study examines what factors cause countries to prioritize 

environmental issues relating to green bonds. To examine these aspects, the Nordic 

countries will be compared using the five cultural dimensions by Hofstede. The cultural 

dimension theory of Hofstede (2011) is a framework for cross cultural dimensions, first 

identified by Gert Hofstede. Hofstede’s scale for Denmark, Norway, Sweden, and Finland 

will be reviewed and analyzed along with a custom-made scale for Iceland based on 

Hofstede’s work. The scale between countries will be compared with figures on issued 

green bonds. The research question for this part of the study is the following:  

What drives the Nordic countries to perform better compared to other markets on green 

bond issuance? 
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In the second part of the study, qualitative methodology with in-depth interviews are used 

to analyze the Icelandic green bond market, to gain further insights into why some of the 

Nordic countries are ahead of Iceland in issuing green bonds. To the author’s best 

knowledge, no similar study has been made. The research question for the second part of 

the study is the following:  

What is the current status and potentials in the green bond market in Iceland? 

This thesis aims to make several contributions to the literature, although green bonds are 

a new topic and current research work generally suffers from a small scope of analysis. 

First, it adds to the green bond literature, as the thesis should also deepen the 

understanding of the drivers of green bonds issuance and the promotion of 

environmentally friendly financial assets. Second, this thesis contributes to the Icelandic 

green bond market as one of the first research on the Icelandic green bond market, so it 

ought to provide a deeper understanding of the subject along with opportunities and 

limitations associated with financing projects through green bond issuance in the 

Icelandic business environment. Lastly, the result of this thesis should add to the research 

of sustainable finance literature and the drivers for investing in financial instruments that 

aim to generate environmental impact alongside financial returns. Overall, there is much 

need for additional research on green bonds and other areas of climate and sustainable 

finance models. 

This thesis is divided into five parts. The first part consists of a theoretical discussion 

and introduction to terms related to green bonds.  

First, climate change issues and standards are defined. Next is the development of 

the responsibility the corporate market faces, followed by the history and development of 

green bonds and the framework that green bonds must fulfill. In the final part, climate 

policies of the Nordic countries are discussed, and an overview of the green bonds market 

is provided.  

The second part of this thesis contains a theoretical overview of the development of 

the ESG literature, previous research on sustainable finance, the positive or negative 

relationship between green bonds and financial performances, further research on green 

bonds, and the cross-cultural drivers of green financing.  

The third part of this thesis contains the two-part research study. The first part is the 

comparative study on the Nordic green bond market where national economic factors and 

the ratio of green bond issuance will be compared with Hofstede’s five-dimensional 

factors. The second part consists of in-depth interviews seeking to gain a more nuanced 
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insight into the Icelandic market and reflections on the results of the Nordic countries. 

This part of the thesis also addresses the data and methodology behind the study in 

relation to the research question.  

In the fourth part of this thesis the results of the study are presented.  

In the fifth and final part of this thesis, general discussion of the results is presented 

and compared with other academic findings and further research on the topic proposed. 

1 Theoretical review 
This part covers the main definitions that are important for the topic of this thesis. Climate 

change has an increasingly large impact on the corporate environment and governments 

around the world, therefore, an overview of climate change issues, standards and 

guidelines is necessary. The theory of green bonds is relatively new, so it is important to 

define both the origins of the concept along with how and why companies are increasingly 

incorporating the concept into their financial strategies.     

1.1 Climate Change 
From the pre-industrial period, here defined as the period from 1850 to 1900 

before fossil-fuel began to affect the climate, until today, 1.0°C of global warming has 

been predicted to be caused by human activities. Global warming is expected to increase 

by 1.5°C above pre-industrial levels before 2050 if it continues to rise at the current rate. 

The science community has made it clear that unchanged conditions will cause 

everlasting transformation in the climate system such as changed ocean and land 

ecosystems and a rising sea level (IPCC, 2018). 

The Intergovernmental Panel on Climate Change (IPCC) was established in 1988 

by the United Nations to contribute scientific knowledge of climate change to 

governments with reports, information and recommendations that can be used to establish 

climate policies (IPCC, n.d.). The results from the first IPCC Assessment Report reflect 

that anthropogenic activities are developing extensively more of greenhouse gases in the 

atmosphere. The consequence is a natural greenhouse effect that keeps the earth’s surface 

warmer. The authors of the report recommended that a clear action plan and an 

international co-operation to fight the global warming problem is urgent and should be 

formalized (IPCC, 1992).  

The first Assessment Report had a great impact of creating the United Nations 

Framework Convention of Climate Change (UNFCCC) established in 1992 to fight for 
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climate change. The UNFCCC provides a framework with principles, obligations and 

arrangements to achieve a long-term goal to balancing the greenhouse gas in the 

atmosphere to avoid human damage with the climate system. The 197 states that have 

signed the UNFCCC meet annually to continue the conversation on how to combat 

climate change as well as monitoring possible progress and discussing the 

implementation of their obligations (UNFCC, 2019). 

The IPCC released the second Assessment Report in 1995 that contributed 

meaningful material that led to the Kyoto Protocol in 1997. The Kyoto Protocol is 

associated to the UNFCCC and extends to the developed and industrialized countries to 

reduce greenhouse gas (GHG) emissions within set targets (UNFCCC, 2008). The Kyoto 

Protocol was an important first step in international agreements on climate change.  

The issuance of the fifth assessment report (AR5) by the IPCC in 2014 had an 

excessive impact on the Paris Agreement in 2015 (IPCC, 2015). The nations in the UN 

made an agreement to set an international action plan to bypass serious climate change 

by keeping a global warming below 2°C and try even further to limit the rising global 

temperature to 1.5°C before 2050 (UNFCCC, 2018b). The difference in maintaining 

1.5°C versus 2°C or higher levels will prevent the frequency of extreme events, the impact 

on the ecosystems and biodiversity and have fewer negative effects on food security 

(IPCC, 2018). The Paris Agreement’s ambitious goals requires countries to restructure 

their infrastructure and report systematically on their emissions and efforts (UNFCCC, 

2018b). 

The primary focus of the Paris Agreement is on the role of governments to meet 

the goals of global warming below 2°C. Although it is mentioned that the private sector 

is a necessary part of the solution the agreement does not implement guidance for the 

private sector to act against climate change (United Nations, 2015).  

In 2015, the United Nations created the Sustainable Development Goals (SDG) 

with the purpose to make a better sustainable future. The goals are a demand for a global 

action by all countries in the world to join forces to protect the planet and ensure 

prosperity for all before 2030. The goals are in total 17 and each goal has a target list that 

is measured with special indicators. Each goal has a different purpose with the end goal 

of protecting the planet, ending poverty and providing welfare for all. Goal number 13 

refers to climate action by regulating emissions and promoting developments in 

renewable energy (United Nations, 2018b). The SDGs provides tools, knowledge and 

framework for both governments and businesses to implement sustainability in the core 
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strategy. With private firms implementing SDGs in their business they play a crucial role 

in reaching the goal of the Paris Agreement and the SDGs. Although over 1 trillion USD 

has been invested in projects earmarked to fighting climate change a year, the private 

sector can do its part by building creative and new business models, and by investing in 

communities and innovate sustainable solutions (UNFCCC, 2017). The pressure from 

governments around the world is gaining momentum and sending clear signals to the 

private sector for more targeted and transparent corporate social responsibility (CSR) 

strategies towards climate change. With a mere 100 companies producing over 70% of 

the world’s greenhouse emission, the private sector is the key agent of change (Griffin, 

2017).  

In 2019, according to analysis conducted by NASA (2019), the global temperature 

is 1°C higher than it was in 1880, with 18 of the 19 warmest years in our modern history 

occurring since 2001. Emissions are growing and fossil fuel use is increasing, the 

seriousness of the climate crisis requires a radical and urgent action plan. Climate effect 

is gaining public awareness with the general population increasingly experiencing the 

effects of global warming first-hand (Climate Action Tracker, 2019). 

1.2 Private sector’s responsibility 
The theory of corporate social responsibility (CSR) is over 100 years old with 

roots to the philanthropist Andrew Carnegie (1889) stating that wealthy families have a 

great responsibility to use their financial advantage to build up the society. The concept 

has over the centuries and decades evolved from being a concise concept to a complex 

idea that affects the company on every level (Cochran, 2007). Archie B. Carroll 

established in 1991 that the purpose of companies was divided into four categories and 

described it as a pyramid which he named the Pyramid of Corporate Social 

Responsibility. In this pyramid a corporation has four levels of responsibility; the first 

and the most obvious is economic responsibility, next is legal, the third is the ethical 

responsibility and fourth is the philanthropic responsibility (Carroll, 1991).  

John Elkington (1994) suggested the use of the accounting framework triple 

bottom line where he argued that companies should focus on more than profit to measure 

business’s performance. Elkington posits that companies should go beyond their financial 

profit and include both the environment and social dimensions in their shareholders value.  

There is much more that affects company’s corporate performances than the 

regular financial statement (Yen, 2004). Intangible assets have turned into one of the 
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growth engines of the economy. There has been a shift in the importance of tangible assets 

within companies, where intangible assets are increasingly used to valuate companies in 

the long-term (Brand Finance, 2018). 

Environmental, social and governance (ESG) factors are gaining momentum in 

the corporate world, where the ideology of ESG belongs in various contexts as socially 

responsible investments, corporate social responsibility, valuing risk, etc.. The ESG 

factors provide information about a company’s performance and challenges in 

environmental, social and governance considerations that might affect its business 

strategy and long-term value (Bassen & Kovács, 2008). ESG factors are defined as non-

financial factors but a company’s ability to manage ESG has undeniably some financial 

conquests. Capital markets look at two main things regarding ESG, the risk because of 

bad ESG performances and opportunities for businesses that have a proactive approach 

to ESG performances (Nasdaq, 2019a).  

The Society of Investment Professionals in Germany (DVFA) started in 2006 

under their DVFA Commission on Non-Financials (CNF) researching corporate reports 

on ESG. The results showed that ESG data was delivered in a separate report from the 

financial statement. Investors generally hardly read the ESG reports, material was 

communicated in long paragraphs that were hard to compare with other data. 

Furthermore, for many corporations the ESG-related information had few signs of 

correlation to corporate performances. The DVFA was assigned the task to analyze the 

key performance indicators (KPIs) for ESG factors, which corporations could report on, 

and investors and financial analysts could integrate into their analysis. In 2008 the DVFA 

issued 30 KPIs to report ESG within financial analysis of corporate performances. 12 

general performance indicators applying to all industries and 18 preliminary performance 

indicators were designed for different sectors. The indicators enable investors to take 

more informed decisions regarding the long-term vision of companies. The use of KPIs 

is recommended within existing reporting frameworks (EFFAS, 2009).   

Socially responsible investments (SRI) is becoming a well-established concept in 

the financial markets. The rapid growth of ESG reporting builds on the SRI movement 

that first emerged in the 1960s when students were protesting against the Vietnam War, 

demanding that funds from Columbia University should not be used in defense and 

weapon manufacturing investments (Oreskes, 1985). SRI is an investment approach 

where ESG factors are included both in investment decision making and, in the role, and 

responsibility investors play as owners and creditors. In 2006 the United Nations 
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launched Principles for Responsible Investment (PRI) that created six principles for 

responsible investing. The Principles were developed by investors around the world to 

support the growing relevance for the subject of ESG to investment processes. By signing 

the PRI, investors are publicly committing to accept and implement them into their 

business and operations. The goal should be to reduce risk, better align investments to the 

wider concern of society and gaining sustainable long-term returns (PRI, 2019).  

Another issue of concern is greenwashing; when companies pretend that their 

business is more socially and environmentally responsible than it really is. Although it is 

tempting for companies to earn a favorable reputation and boost their image, the cost of 

greenwashing arises when the truth is revealed, and the misleading information and 

commitments becomes public. The consequences can damage a company’s brand and 

reputation but also the value of the company (Bachelet et al., 2019). 

In 1991 the United Nation Environment Program (UNEP) founded the United 

Nation Environment Program Finance Initiative (UNEP FI) in partnership with a small 

group of commercial banks. The role of the UNEP FI is to work with the financial sector 

globally to inform and encourage the private sector to finance sustainable development. 

Currently UNEP FI has more than 260 members from over 40 countries (UNEPFI, 2019). 

Two Icelandic financial institutions are currently part of the UNEP FI, Landsbankinn and 

Arion Banki (UNEPFI, 2020). 

The World Economic Forum publishes a Global Risk Report annually and the 

report sets the global risk landscape into context for the global economy, stakeholders 

and the wider public. The risk is estimated after obtaining data from academia, civil 

society, the public and private sector to evaluate the risk that may arise in the world. Over 

the last ten years the risk has changed from being an economic threat to a threat where 

extreme weather and climate change policy failures are considered among the most 

dangerous threats to the world (World Economic Forum, 2019b).  

To meet the obligations of the Paris Agreement and the SDG goals, the financial 

markets will need to adopt greener solutions (IPCC, 2008; United Nations, 2018b). 

Governments around the world are sending clear signals for more responsible investment 

strategies (Climate Action Tracker, 2018). Corporate sectors realize the urgency to act on 

the matter. Green bonds will thus play a crucial role in the implementation of these issues 

for the financial sector to fulfil the increased responsibility companies promised by 

adopting SDG goals to their business and to meet the global goals in the Paris Agreement 

(Ley, 2017).  
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1.3 Green bonds  
An 2007 Assessment Report by IPCC on information regarding climate change became 

an inspiration to a Swedish pension fund to think of ways they could take responsibility 

by incorporating environmental projects into their investment strategies (IPCC, 2008). At 

that time the European Investment Bank had issued the first climate awareness bond in 

2007 (EIB, 2017). The Swedish pension fund reached out to their bank, Skandinaviska 

Enskilda Banken (SEB), to find out what could be done to have a positive long-term 

effect. SEB submitted a proposal of a new type of bond that led to the World Bank 

creating a strategic framework and issuing their first labelled green bonds in 2008, with 

the purpose to encourage the public and private sector to address and fight against climate 

change (The World Bank, 2018). The concept to devote bonds for special projects turned 

out to be historical and changed the procedures of how investors, governments, scientists 

and other experts work in collaboration on financial products to address climate change 

(The World Bank, 2019).  

Green bonds are a fixed-income financial instrument whose proceeds are dedicated 

to environmental and sustainability related projects. The bonds have similar features to 

ordinary bonds by the issuing entity, credit risk and size (ICMA, 2017). The main 

difference between green bonds and other fixed income products is the due diligence 

process that the financing projects are exclusively for environmental improvement or 

climate-focused purposes. An example of these environmentally friendly projects are for 

example renewable energy, sustainable agriculture, energy efficiency, pollution 

prevention and clean transportation. They are an important mechanism that can be used 

to access private capital for financing climate change mitigation (The World Bank, 2017). 

1.4 The evolution of green bonds 
The green bond market started out slowly after the first issuance of a labelled green bond 

in 2008. The key statistics on the status and issues on the green bond market come from 

the international non-profit organization Climate Bonds Initiative (CBI). The 

organization issues development reports and encourage issuers to issue green bonds with 

increased discussion and education (Climate Bonds Initiative, 2019a). 

The year 2013 was a turning point in the green bond market with a record number 

of issuances. In 2014, the amount of green bonds was about USD 36.6 billion worldwide 

(Climate Bonds Initiative, 2015). The market grew rapidly and in 2016 the total issuance 

of green bonds was around USD 81 billion in 24 countries (Climate Bonds Initiative, 
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2017). In 2017, the total amount hit a new record of USD 155.5 billion in 37 different 

countries (Climate Bonds Initiative, 2018b). The extreme growth between years has been 

slowing down with a 3% growth between 2017 and 2018 with a total of USD 167.3 billion 

green bond issuance taking place in 44 countries. The cause for less growth between years 

is believed to be a lack of green issuers. Most of the issuers who were already considered 

green have already issued green bonds. To sustain the growth further, new projects and 

issuers are required (Climate Bonds Initiative, 2019b). But the growth is likely to continue 

due to increased pressure from investors in environmental issues (Fink, 2020) and also 

because many of the first green bonds are maturing in the coming years and are expected 

to be refinanced (EIB, 2019).  

USA and China have throughout the last years been the largest issuers of green 

bonds with France, Germany and Netherlands next in line. Issuers and purchasers of green 

bonds mainly come from Europe or North America, financing projects in the developing 

countries. The biggest part of the proceeds has been invested in projects in the energy 

sector and the construction industry but projects in transportation and logistics and water 

conservation and treatment are also popular green investment and financing opportunities 

(Climate Bonds Initiative, 2019b).  

 The Climate Bonds Initiative categorize the issued amount of green bonds by 

whether they follow the Climate Bond standards. To fulfil the standards the issuer must 

designate an approved verifier, who will designate an assurance report to verify that the 

bond meets the Climate Bonds Standards. The standard consists of a certification process, 

pre- and post-issuance requirements that are all linked to the Green Bond Principles (CBI, 

2015). The bonds that meet the standards are categorized in two groups, on the one hand, 

certified Climate Bonds, and on the other, green bonds that are not certified but fulfil the 

CBI definitions. In 2019 the total issuance of green bonds totaled USD 257.7bn, which is 

an increase of 51% from 2018 and is a new record of issuance with a total of 1,788 green 

bonds by a total of 496 issuers from 8 new countries. Issuance evolved across all 

countries, but Europe was at the forefront of the significant increase in 2019. The CBI 

estimates that for the year 2020 the issuance of green bonds is expected to exceed USD 

350bn, which translates into an approximate increase year-by-year of 40% (Climate 

Bonds Initiative, 2020b).  

The labelled bond market is expanding beyond the term “green” with the 

emergence of social, sustainable, SDG and blue bonds. Issuers and investors are to a 

greater extent adopting guidelines and strategies connected to the SDGs. Bonds that allow 
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the proceeds to be allocated both to green and social projects are called sustainability or 

SDG bonds so the issuer can classify a bond “green”, “social” or “sustainability” 

depending on the proceeds. Although sustainability bonds and SDG bonds are quite 

similar, the first SDG-linked bond launched in 2019. Sustainability/SDG and social bonds 

are becoming more popular, since such frameworks enable the issuers to clearly 

differentiate between bonds that are financing environmental or social projects. The total 

issuance of sustainability bonds in 2019 was USD 65bn and social bonds was USD 343bn 

(Climate Bonds Initiative, 2020b). Blue bonds were first issued in 2018, with the proceeds 

raised allocated exclusively for ocean friendly projects that protect the marine ecosystems 

(Ahmed, 2019).  

In these eleven years since the first green bond was issued, capital markets have 

slowly evolved and become aware that the responsibility and purpose of corporate 

operations is greater than purely financial profit. Now, eleven years later, investors have 

translated words into action and in line with financially competitive investments they 

want to know the impact of their investment on the society as well as the environment 

(The World Bank, 2019). In recent years investors have become more interested in ESG 

related issues. The term ESG first appeared in 2005 but it has become well established in 

a short period of time. In 2018, one fourth of all professionally managed assets globally 

were ESG investment (Kell, 2018).  

Pension funds, institutional investors and other asset owners are increasingly 

demanding sustainable investment strategies for their clients. Asset management firms 

are rushing to put together new offerings because the current demand is so high (Eccles 

& Klimenko, 2019). Corporations have to a greater extent started to recognize that 

managing their environmental impact could be more than just managing risk and it might 

also increase the company’s economic performance (Bachelet et al., 2019) 

1.5 Green bond framework 
Green bonds are aligned with four core components of the Green Bond Principles (GBP), 

which are voluntary process guidelines hosted by the International Capital Market 

Association (ICMA). The principles have become a leading framework for green bonds 

and are designed to drive required information to the market to gain capital allocation to 

such projects. The GBP suggest that issuers create a clear process and disclosure so 

investors, banks and others can easily recognize the characteristics of the green bonds 

(ICMA, 2018a). The ICMA defines the four core components of green bonds as:  
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1. Use of Proceeds: The most essential part of green bonds is the utilization of the 

amount of the bond for green projects. All projects should be properly defined in 

a legal document ensuring that all projects will contribute to clear environmental 

improvement. If the situation arises where some part of the amount may be used 

for refinancing it is recommended that the issuer presents the estimate of the 

percentage of what will be allocated to green projects and which part will be 

allocated to re-financing. If possible, the issuer should clarify which investments 

or projects may be refinanced. The GBP provides a list of project categories that 

qualify as green projects such as climate change reduction, climate change 

adaption, natural resource protection and pollution avoidance and control (ICMA, 

2018a).  

2. Process for Project Evaluation and Selection: In the second stage the GBP 

emphasizes that the green bond issuer should inform and work closely with 

investors on the environmental objectives of the project, clarify how the project 

fits into the established categories by the GBP and also the eligibility criteria or 

any process applied to analyze and maintain the potential environmental and 

social risk correlated with the project. The information should be collected and 

presented under a framework alongside the issuer’s business and sustainability 

strategy. The GBP recommend an external review of the project evaluation prior 

to the bond’s issuance (ICMA, 2018a).  

3. Management of Proceeds: The proceeds of the green bond should be allocated 

in a separate account or portfolio where the bond can be guaranteed and tracked 

by the issuer in a beneficial way. While each bond remains outstanding, the 

proceeds should be periodically adjusted to ensure the proceeds match the GBP. 

The GBP encourages transparency and recommend hiring an independent auditor 

to verify the method and allocation of funds process (ICMA, 2018a).  

4. Reporting: Issuers should make a clear and up to date report annually with the 

usage of proceeds. The annual report must maintain a full list of all projects that 

the green bond proceeds have been allocated alongside with intended result of the 

project. Both qualitative and quantitative performance metrics are recommended 

in the report to see a clear impact of the investment. The GBP provides templates 

and guidelines on their website for directions in the four-step process of a green 

bond (ICMA, 2018a).  
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As the market for green bonds develops, there are also more instances of close and 

constructive dialogues between investors and green bond issuers. These dialogues are 

instigating a virtuous cycle of engagement that helps introducing the concept to new types 

of investors (The World Bank, 2017). Green bonds have opened valuable ways for 

investors to contribute to protecting the environment and are increasingly viewed as 

valuable business opportunities.  

1.6 External reviews  
After issuing green bonds the GBP recommend an external review to confirm the bond 

and the proceeds transparency in line with the GBP. These external reviews are made by 

an outside and independent party usually implemented at the time of issuance of the bond. 

There are different forms for issuers to achieve external review (ICMA, 2018b). Third 

party assurance opinions support an assessment of the issuers green bond framework and 

its alignment with the CBI principles (BlackRock, 2018).  

GBP highlight the necessary transparency, accuracy and integrity in the 

information reported by issuers to stakeholders (ICMA, 2018a). To avoid greenwashing 

the challenge is to raise awareness and identify definitions for green assets that are usable 

for issuers and investors (Climate Bonds Initiative, 2019c). Lack of public governance of 

green bonds is also a concern. The market still relies on different voluntary certification 

standards and there is no legal form that exists to protect compliance with the usage and 

the green bond definitions that could easily lead to greenwashing. Due to the 

inconsistencies in the frameworks and lack of laws and regulations of green bonds, 

investors themselves must evaluate whether the project is a greenwashing project or not.  

1.7 Yield and “Greenium” 
The yield of a bond is the percentage that makes the present value of investment cash 

flows equal to the price (or cost) of the investment. The yield is, therefore, the yearly 

return on a bond if it is invested today and kept to maturity. The correlation between yield 

and price is negative, as bond prices increase the bond yield falls and vice versa. The 

riskier the investment the higher the yield required for the investment. The price of bonds 

in the market is, therefore, to a great extent governed by inflation in each country and the 

risk premium of issuers, resulting in the required rate of return or also commonly known 

as the yield market participants expect from investments (Frank J. Fabozzi, 2013).  
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 A green premium is the difference in yields and credit spread between one green 

bond and another non-green bond that are otherwise compatible bonds. The green 

premium is also called Greenium and is the risk premium associated with these green 

factors (Larcker & Watts, 2019). 

Due to the lack of the maturity of the green bond market the long-term data on the 

Greenium is inadequate. While green bonds have the same characteristics as other bonds, 

except for green financing projects, it is unclear what the theoretical effect this should 

have on their pricing and whether the positive impact of green bonds is reflected in prices 

or displayed in other measures such as better corporate image, trust and identity.  

Data from the market for EUR and USD denominated green bonds shows that 

there is great demand from investors. If this trend continues, issuers may be able to pay 

lower yields on green bonds and, therefore, lowering their cost of capital (International 

Finance Corporation, 2017).  

The results of prior research, on possible different pricing, are quite mixed and in 

many cases also rely on different methods and sample sizes. However, what they have in 

common is that the difference in yield in prior studies is generally less than 10 basis points 

(bps). The varied evidence in the research could be a sign of difference in methodologies 

that leads to biased conclusions and green bonds today may not have as negative yield as 

some might consider (Larcker & Watts, 2019).  

1.8 Nordic actions and the green bond market 
In this research the Nordic region will be defined as five countries; Iceland, Denmark, 

Finland, Sweden, Norway. The total area of the Nordic region makes it the 7th largest 

region in the world although half of the land is covered with glaciers and icecaps 

(Grunfelder et al., 2018). The population of the region is around 27 million people and 

moreover the Nordic economy is considered to be the twelfth largest economy in the 

world (Nordic Council of Ministers, 2020).  

The Nordic countries have a strong co-operation which is one of the oldest 

regional partnership in the world. The co-operation involves all Nordic countries and has 

deep connection to economics, culture and politics. The purpose of the co-operation is to 

give the Nordic nations a stronger voice in the world and in European forums. The goal 

of the co-operation is to create an added value for the countries that will lead to the region 

becoming globally competitive (Nordic Co-operation, 2020). The Prime Ministers of 

each Nordic country have the overall responsibility for the co-operation in The Nordic 
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Council of Ministers. The Nordic Council of Ministers integrate the regions vision and 

the 87 elected politicians to the Nordic Council implement the policy through several 

committees (Nordic Co-operation, 2019b). In August 2019 the Nordic Council of 

Ministers adopted a new vision to become the most sustainable and integrated region in 

the world by 2030. To achieve this goal many new solutions are needed, for example 

green investments and transportation, sustainable energy production and climate 

neutrality and green economy, which is based on innovation to ensure competitiveness. 

A substantive amount of the Nordic Council of Ministers‘ budget will support these 

strategic priorities (Nordic Co-operation, 2019c).  

Nordic CEOs for a Sustainable Future was created in 2018 to inspire joint 

leadership and actions to commit and integrate the SDG in their core business strategies. 

Íslandsbanki and Marel are the two companies represented by Iceland; other companies 

in the group is SAS, Schibsted, FinnAir, Storebrand Group, Yara International, Posten 

Norge, GSMA, Swedbank, Telia Company, Vestas, Equinor and Telenor Group. 

Together the CEOs are committed to create more impact and increase their efforts to 

reach the SDG deadline of 2030 (Nordic CEOs, 2019). In August 2019 the Nordic CEOs 

and the Nordic Council of Ministers’ met in Reykjavík to discuss a collaboration on 

climate action and diversity and inclusion in the workplace. The Nordic Prime Ministers 

and the Nordic CEOs agreed that in order to reach 2030 goals the public-private sector 

partnership must be strengthened (Nordic Co-operation, 2019a).  

The Nordic countries are among the highest-ranking countries in the world to 

achieve and fulfil the 2030 agenda to reach the UN Sustainable Development Goals 

(Grunfelder et al., 2018).  

The Nordic countries are in the forefront and lead by example when it comes to 

green bonds and sustainability. The Nordic nations issue 6.7% of green bonds globally 

and are 18.5% of the European issuance. The market for green bonds in the Nordic region 

consists of many small issuers creating together a real impact. The Nordic region have 

had a large impact on green bond market development with the City of Gothenburg as the 

first world-wide city issuer in 2013 (UNFCCC, 2018a) and Oslo Børs became the first 

stock exchange to list green bonds separately in 2015. Sustainable investment 

engagement in the Nordic region is increasing with investors especially with the large 

pension funds in the region. Investors have actively invested in the Nordic green bond 

market for a long time and green bonds funds are increasing with SEBs’ Green Bond fund 

launched in 2015 and Storebrand‘s SPP boutique fund launched in 2017. The public 
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sector is responsible for 47% of the green bond issuance in the Nordic countries, totaling 

around EUR 9bn, the other half comes from local governments, government-backed 

entities and the Local Government Funding Agencies (LGFAs). The use of proceeds has 

changed and become more diverse over the years. Most of the proceeds of green bonds 

in the Nordic countries are low carbon buildings and renewable energy, other investment 

options have been low carbon transport, sustainable land use and waste management.  

The Nordic countries were among the first to adapt external reviews where over 

98% of bonds have a second party opinion (SPO). Oslo based institute for 

interdisciplinary climate research, CICERO has been a leading reviewer for Nordic 

issuance by providing over 80% of the external reviews (Climate Bonds Initiative, 

2018a).  

Despite a powerful issuance of bonds in the Nordic countries, there are still 

considered to be many opportunities for increased issuance such as low carbon transport, 

sustainable land use and water and wastewater treatment (Climate Bonds Initiative, 

2018a).  

1.9 Iceland’s status, environmental issues and actions 
On behalf of Iceland, The Ministry for the Environment and Natural Resources leads the 

implementation of the UNFCCC, the Kyoto Protocol in 1997 and the Paris Agreement in 

2015. Iceland is also included in some climate legislations through the European Union 

due to the agreement on the European Economic Area and is also a part of the EU 

Emissions Trading Scheme, where the main sectors are heavy industry and aviation 

(Government of Iceland, 2019a). 

The first climate action plan in Iceland was published in 2010 with the aim to have 

a clear vision and strategy to meet its mitigation targets for year 2020. In September 2018, 

the Icelandic Government released an updated Climate Action Plan with the purpose to 

expand its effort to meet the Paris Agreements target for 2030 and make Iceland carbon 

neutral before 2040. The action plan consists of 34 governmental measures. The 

government has never allocated funding at this level before and the goals are ambitious. 

Among the measures planned is to increase the share of clean transportation, phase out 

fossil fuels in transportations and to increase carbon sequestration in land use. The goals 

will be followed with stricter requirements on the private sector with regulations on green 

accounting and they will require companies to report their carbon footprint (Ministry for 

the Environment and Natural Resources, 2018).  
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Iceland’s emissions are different to many other countries in the world. Heating 

and electricity are mainly generated by renewables – hydro and geothermal energy. The 

largest cause of emission in Iceland is industrial operations, mostly from aluminum and 

ferrosilicon production. Road transport, agriculture, fisheries and waste management are 

other sectors with high emission proportions. Despite the “pure” energy, heat and 

harnessed hydropower that is five times more than we need for daily needs, carbon 

dioxide emissions from the entire economy per person in Iceland was estimated to be 16.9 

tones per year, which is one of the highest in Europe where the average is 7.3 tones 

(Hagstofan, 2018).   

The impact on Iceland if the global temperature keeps rising is large. Near all of 

Iceland’s glaciers are melting at an increased rate and scientists anticipate that they may 

mostly disappear in the next 100 – 200 years. Direct consequence on Icelandic glaciers 

melting is the ocean acidification, that can have a profound impact on the ocean’s 

ecosystem (Ministry for the Environment and Natural Resources, 2018), which will have 

consequences on the fisheries sector which in 2019 was 6% of Icelandic gross domestic 

product (GDP) with share of fisheries and fish processing combined (Hagstofan, 2019). 

The Icelandic government and the private sector signed an agreement in May 

2019 on cooperation in green solutions and climate actions. The cooperation will be 

managed by the organization named Grænvangur that will lead the public and the private 

sector to join forces to fight climate change in line with the government’s goal for carbon 

neutrality in 2040. At the signing of the agreement, Iceland’s Prime Minister stated that 

the government now underlines a great emphasis on climate change and the government 

and the private sector in Iceland needs to work together to reach these ambitious goals 

(Government of Iceland, 2019b).  

Several organizations have been formed in Iceland to assist the private sector to 

act responsibly. After the collapse of the Icelandic financial system in 2008, the term 

social responsibility got a new meaning and shifted from sponsoring charities to 

conducting responsible governance. This shift in focus led to the founding of the 

organization Festa, Centre for Social Responsibility in 2011 (Ólafsson et al., 2014). The 

founding members of Festa were six Icelandic companies and in its first year 23 other 

companies signed up. In 2020, nine years later, the members count over 110 companies 

and organizations in different sectors in Iceland. The role of Festa is to increase the 

knowledge of corporate social responsibility and help organizations to adopt responsible 

and sustainable business policies (Festa, 2019). In 2017 Iceland Sustainable Investment 
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Forum (IcelandSIF), was founded by financial institutions, pension funds and insurance 

companies with the purpose to increase investor knowledge and discussions on 

responsible and sustainable investment (IcelandSIF, 2019). Both Festa and IcelandSIF 

have been leading organizations in advising and implementing green solutions into the 

core strategies of Icelandic companies. The organizations have done this by holding 

numerous meetings, conferences, importing foreign experts and creating a community 

where Icelandic companies share their experiences and get advice from others.  

1.10 Green bonds in Iceland 
Iceland is lagging behind other Nordic countries when it comes to issuing green bonds. 

In 2018, the first Icelandic companies issued green bonds and subsequently the market is 

slowly growing, with three companies issuing green bonds in 2019. Landsvirkjun, the 

National Power Company of Iceland, was the first Icelandic company to issue green 

bonds in March 2018. Landsvirkjun green bond funding was in the US Private Placement 

market and the offering received seven times the amount needed. Landsvirkjun 

established their green bonds based on the Green Bonds Principles (Landsvirkjun, 2018). 

The city of Reykjavík issued the first green bonds in Iceland in 2018 (Fossar Markets, 

2019) and Reykjavík Energy (Orkuveita Reykjavíkur) followed in February 2019 and 

again in September 2019 (Reykjavik Energy, 2019).  

The Icelandic market for green bonds is growing, and the municipalities are likely 

to play a large role in the Icelandic green bonds market in the future. Lánasjóður 

sveitarfélaga (Municipality Credit Iceland), hereafter referred to as MCI, is responsible 

for a large proportion of borrowing through municipalities (Viðskiptablaðið, 2019a). MCI 

has been certified according to the Green Bond Framework and can issue green bonds. 

The projects that will be financed by MCI with green bonds must fulfil the Green Bond 

Principles by ICMA (Lánasjóður sveitarfélaga, 2019). Up to 10 billion Icelandic krona 

(ISK) per year may fulfil the conditions for the green bond issue by MCI if there is a 

mutual interest from municipalities in environmental improvement projects. Óttar 

Guðjónsson, the managing director of MCI stated in 2019 that the goal is to have lower 

interest rates on loans for green projects than for other projects because if they do not get 

lower interest rate it is meaningless to choose green over plain vanilla bonds because MCI 

has no other role but distribute money (Viðskiptablaðið, 2019c). In the coming years the 

MCI hopes that 25-35% of the fund’s loans will be green and then grow over time when 

standards and methodology become more common. In February 2020 MCI issued green 
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bonds for 1,100 million ISK at 1,35% interest rates (Landsbankinn, 2020). At the same 

time a regular bond of 1,840 million ISK was issued at MCI with interest of 1,40%, which 

indicates that in this comparison the green bonds are on better rates than conventional 

bonds (Lánasjóður sveitarfélaga, 2020). Geothermal energy recourses, improved rail 

transport, creation of public transport, sewers and energy efficient housings are all some 

finance opportunities for the Icelandic municipalities (Landsbankinn, 2019). 

In Iceland the Treasury’s debt position is among the lowest in the world and at the 

same time there are plenty of green projects opportunities. This unique position could 

lead to Iceland becoming the first nation to make all government bonds issuance green, 

both in ISK and foreign currency. The Icelandic government taking the lead in issuing 

green government bonds will have many benefits; the bond market becomes more liquid; 

demand and the number of investors will increase and investors’ opportunities for green 

investments arises. It would also make Iceland a leader by an example in the fight against 

climate change with positive spotlight on Iceland’s sustainable resources (Guðmundsson 

& Burgess, 2019). 

Iceland’s Prime Minister pointed out in her speech to the Nordic Council in 2019 

the importance of incentives and how to make the taxation beneficial to companies that 

choose green financing. In the same speech she reiterated that it must be ensured that 

public and private pension funds will be investing in green bonds (Stjórnarráðið, 2019). 

Viðskiptaþing, the annual general meeting for the Chamber of Commerce, in 2020 was 

dedicated to innovation and environmental progress in Iceland’s businesses through green 

investment and rethinking businesses value chains. At the annual meeting the prime 

minister confirmed that the Icelandic state has decided to analyze the government’s 

opportunity to issue sustainable and green bonds to accelerate the economy’s pursuit of 

Iceland’s climate goals (Stjórnarráðið, 2020).  

The Icelandic pension funds are large players in the Icelandic capital market. 

Pension funds in 2018 owned one-third of Iceland’s capital and the majority of listed 

domestic securities (Stjórnarráðið, 2018). Pension funds in Iceland have defined a 

socially responsible investing strategy and most of them are members in IcelandSIF, the 

Iceland Sustainable Investment Forum. Issuance of green bonds by the Icelandic 

government could be a great opportunity for the Icelandic pension funds and their long-

term investment policies. Harpa Jónsdóttir, managing director of Lífeyrissjóður 

starfsmanna ríkisins (LSR), which manages about 20% of the Icelandic pension system, 

said that they are shaping the sustainable strategy forward. Getting a pension when you 
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turn 67 is not enough if you cannot breathe the air around you, she stated. Harpa said LSR 

might stop investing entirely in certain sectors if such investments will not fit their green 

strategy (Viðskiptablaðið, 2019b). Domestic pension fund assets were 3,462 billion ISK 

in November 2019 and 57% of domestic assets are domestic marketable bonds and bills 

(Seðlabanki Íslands, 2020). It can, therefore, have a major impact on the Icelandic bond 

market if Icelandic pension funds adopt and/or are forced to invest a certain percentage 

of their investments in green bonds.  

In the Icelandic stock exchange, green bonds, social bonds and sustainable bonds 

are all listed into one section as sustainable bonds which can be broken down to these 

three categories. The sustainable bonds can be listed on the Nasdaq Sustainable Bond 

Market if they fulfil ICMA principles and have been reviewed by a reliable third party. 

Issuer must also report annually regarding the projects that the bond funds (Nasdaq, 

2019b). Today green bonds are around 0,80% of the Icelandic bond market (Circular 

Bonds, 2019). Íslandssjóðir (Iceland Funds ltd.) were the first to establish a green bond 

fund. Its long-term goal is to invest only in green bonds but until the market for green 

bonds reaches a more substantial size, it is mixed with domestic bonds. The fund currently 

consist of about 40% green bonds (Íslandssjóðir, 2020).  

This concludes the review of the development and history of green bonds 

internationally and in the Nordic countries. Next the main features of Geert Hofstede’s 

cultural dimension theory will be introduced in order to provide a better insight into the 

comparative study, which uses the Hofstede cross-cultural model.  

1.11 Hofstede 
Culture is composed of numerous values, which form behavior as well as one’s 

impression to the world. Cultural factors are considered to represent authentic variables 

in analyzing outcomes and financial decision-making processes at both individual and 

organization levels (Labidi et al., 2019). The most widely cited studies in the 

measurement of cultures are those of Geert Hofstede. Hofstede (1980) developed a four-

dimensional framework for cross-country cultural variations. The desire was to discover 

how the dimensions were different between cultures. The four cultural dimensions are 

power distance (PDI), individualism versus collectivism (IDV), masculinity versus 

femininity (MAS) and uncertainty avoidance index (UAI). The original model was 

developed by Hofstede with IBM, a global information technology company, by 

conducting a survey for IBM’s employees world-wide to get a better understanding of 
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different national value across the world. The original study is based on data from 116,000 

IBM employees in more than 40 countries within the years 1968 – 1972. However, at first 

Hofstede only supported data from the 40 largest countries in the world but later he 

expanded the study by looking at other countries as well, now with a total of 76 countries 

and regions. Michael Harris Bond and Geert Hofstede (1988) added the fifth dimension, 

long-term versus short-term (LTO), to the model in 1988 following Bond’s studies of 

students in 23 countries. Hofstede’s research on national culture is widely used and well-

defined in the literature.  

 Power distance (PDI) explains how power is distributed within organizations and 

the community. Weak power distance is where every person is equal, low inequality and 

where individuals express their opinion and are consulted. Hierarchy is low and emphasis 

is placed on the responsibility of individuals. Strong power distance is where there is high 

centralization and unethical and socially irresponsible institutional behavior is endorsed. 

Few persons have the power and a great gap is between employees and their managers 

(Hofstede, 2001, 2011). 

 Individualism (IDV) in contrast to collectivism, is based on whether individuals 

are focused on their own interests or everyone’s interests. In communities where a great 

deal of individualism is dominated, relationships between individuals are weak and each 

person is expected to take responsibility for himself and his family. With high 

individualism there is a strong emphasis on individual’s freedom and indifference to state 

power is one of the core values of the society. Individualists are likely to prioritize their 

interests before the group interests making them more opportunistic and more driven by 

financial performance than social preferences (Zheng et al., 2013). In societies where 

collectivism is accepted people stick together and groups or families support each other, 

and loyalty is dominant. The interests of the group, organization or the community are 

placed above the interests of the individual (Hofstede, 2001, 2011).  

 Masculinity (MAS) versus femininity, explains how gender roles in society differ. 

Where masculinity is high, the role of the sexes is very distinct. Masculine societies 

appear to be rough and focus on material success and investors in these societies are more 

likely to focus on financial performances rather than non-financials. Femininity is 

considered to be more humble, sensitive and focusing on quality of life and values 

(Hofstede, 2001, 2011). In feminine culture cooperation is valued greatly and social 

support is considered higher that leads to stronger social networks in times of distress 

(Laitinen & Suvas, 2016). In feminine societies where the gender roles are more 
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comparable, the idea of equality prevails, both women and men are supposed to be 

modest, sensitive and nourish the quality of life (Hofstede, 2001, 2011).  

 Uncertainty avoidance (UAI) refers to how people in society are threatened by 

uncertainty and unknown circumstances. Those communities who measure low on this 

dimension have high patience and perseverance. People work hard when needed and 

emphasis accuracy and punctuality. What drives people is the initiative and the sense of 

belonging (Hofstede, 2001, 2011). The societies that score high in this dimension are 

frightened by unclear conditions and unknown risk. Other studies show that high 

uncertainty avoidance induce less risk-taking and innovation (Kwok & Tadesse, 2006).  

 Long-term versus Short-Term (LTO) is the final factor Hofstede refers to in his 

model. The societies that adhere to a Short-Term vision have high respect for traditions 

and place a great emphasis on rules and the obligations of individuals. Efficient and quick 

supervision is required in all projects and individuals are urged to keep working no matter 

what. On the other hand, societies with long-term visions emphasize leadership and 

dedication. Traditions are adapted to modern values and a strong emphasis is placed on 

future vision (Hofstede, 2001, 2011).  

 Although Hofstede’s model has been highly criticized throughout the years by 

researchers (Ailon, 2008; Javidan et al., 2006; Kanter, 1991; McSweeney, 2002) it 

provides the most established method in studying cross-national cultures within financial 

analysis with few better alternatives (Mixa & Vaiman, 2015). However, Hofstede (2001) 

states that his model is only a framework for managers and other academics to use. Due 

to globalization and blurred market boundaries, Hofstede’s model can be useful in the 

field of management and business to analyze different markets today (Aðalsteinsson et 

al., 2011).  

 A few studies of Hofstede’s model have been conducted in Iceland. Iceland’s 

scores within Hofstede’s database website are derived from data to similar countries and 

are, therefore, merely an estimation (Hofstede Insights, 2020). Eyjolfsdottir and Smith 

(1996) developed an Icelandic analysis using Hofstede’s model with no numerical scales 

but a clear conclusion. The first systematic comparison on Iceland was conducted by 

Aðalsteinsson, Gudmundsdóttir and Guðlaugsson (AGG) in 2011 (Aðalsteinsson et al., 

2011). In 2015 the same authors made a follow-up study in which the general results of 

the study were similar to prior research (Guðmundsdóttir et al., 2015). In both their 

researches the authors submitted a questionnaire sent to students at the University of 

Iceland where the five dimensions of national culture factor were measured in few 
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questions. Their purpose was, among other things, to evaluate the Icelandic cultural 

dimensions according to the methodology and questionnaire of Geert Hofstede. The 

dimensions that AGG developed in their researches from 2011 and 2015 are currently the 

most credible to use in comparison with other countries based on the Hofstede model.   
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2 Literature 
In this part of the thesis the contribution to the green bond literature will be reviewed. 

First, research on the origins and the evolvement on social, environmental and 

government literature. Second the relationship between countries and drivers of 

sustainable actions in business. Finally, the literature on the short history of green bonds 

will be reviewed.  

Milton Friedman (1970) stated that the only responsibility for companies were to 

increase its profit and other researchers argued that the additional cost of being 

sustainable and socially responsible had a negative effect on companies capital 

(Galaskiewicz, 1997; Navarro, 1988). In the following decades, research and perspective 

for CSR and sustainability gravitated towards a more forward-looking opinion of the 

topics. Companies with improved CSR strategies were better positioned to gain financing 

in the capital markets because of transparency, better relationship with their customers 

and business partners along with a clear long-term vision (Dhaliwal et al., 2011; Eccles 

et al., 2011). Eccles et al. (2011) research shows that companies that manage, measure 

and communicate their environmental, social and governance performances do better than 

comparable companies. Other studies indicate a positive relationship between companies 

with a high performance on ESG matters and good financial performances (B. Cheng et 

al., 2014). There are also studies that show a positive relationship between companies’ 

environmental responsibility and their performances in the stock market (Flammer, 2013; 

Guenster et al., 2011) and how climate change can influence firms valuation (Kruger, 

2015). Not everyone agrees on the role of companies and whether increased social 

responsibility is positive. In contrast, some have discussed that CSR is just a proof of 

agency problems within a company where any news about CSR is considered bad news 

for the shareholders (Bénabou & Tirole, 2010; I.-H. Cheng et al., 2019), which supports 

the Friedman shareholder theory from 1970 that CSR is a waste of resources and capital 

and considered as a negative effect on firms performances (Friedman, 1970).  

The evolvement of SRI has an important impact on its relationship with CSR 

where SRI takes CSR issues into account in the investment process but cannot directly 

affect CSR. SRI has sharpened the CSR focus of the financial sector (Sparkels & Cowton, 

2004). Overall, ethical investors look into non-financial performances and corporate 

policies that match their own ethical values before investing (Labidi et al., 

2019).Investing in green assets can be linked to financial motives such as lower risk 



 35 

(Kruger, 2015) or improved financial performance (Bauer & Smeets, 2015; Hartzmark & 

Sussman, 2019). The drivers of green financing have also led to investors expanding their 

asset investment in companies with more ethical business strategies (Hong & 

Kacperczyk, 2007; Riedl & Smeets, 2017). With various research documented on 

corporate social performance (CSP) the literature has mainly focused on the effects on 

the company’s stock returns (Kempf & Osthoff, 2007; Semenova & Hassel, 2008; 

Statman & Glushkov, 2009). Likewise, companies with a well-defined social strategy 

(Ghoula et al., 2011) or a small environmental impact (Heinkel et al., 2009) benefit from 

a lower cost of equity. Heinkel et al. (2009) show that ethical and green investing can 

have a major effect on companies with large environmental footprints. These companies 

have fewer investors since green investors exclude them from their investment strategies, 

leading to the risk of being shared by fewer investors that will eventually raise their cost 

of capital with lower stock prices. 

Research shows that culture and nationality has led to largely different adaptations 

of SRI both in practice and principle between different countries and continents (Louche 

& Lydenberg, 2006; Lozano et al., 2006). The difference across national and regional 

context has been studied and confirmed by comparative SRI studies (Eurosif, 2018; 

Kreander et al., 2002). Studies on SRI have been made in individual countries within 

Scandinavia (Beldo Klausen, 2000; Kreander et al., 2002; Nielsen et al., 2000). However, 

few studies have been conducted comparatively and systematically on the Scandinavian 

countries and SRI. Bengtsson (2008) created a comparative analysis between Norway, 

Denmark and Sweden where he discovered that the three Nordic countries have a lot in 

common where the government and public pension funds play a big part in SRI. But the 

difference lies in the number of dominant SRI investors in the countries and market size. 

Sweden has a wide variation of dominant SRI investors where the SRI market is 

undoubtedly larger compared to the other two countries. Public pension and occupational 

funds are more popular in Norway and Denmark. In Scholten’s & Sievänen’s (2013) case 

study, they examined what causes the significant difference in the Nordic countries’ size 

and dedication to SRI. The research was made on Denmark, Finland, Norway and Sweden 

where they created a framework to compare economic, financial, cultural and institutional 

characteristics to SRI. The conclusion was that despite the similarity in economic, social 

and overall CSR performance, the countries differ substantially in size and composition 

of SRI. Furthermore, they found out that cultural values do influence investors’ 

preferences to account for social, ethical, environmental and governance issues that 
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relates to the companies. The cultural values were compared with Hofstede’s indicators 

and showed that two specific features had the most impact, the uncertainty avoidance and 

masculinity versus femininity, where the former is associated with the strong tendency 

for the purpose of the investment to create the most value. Findings showed that Sweden 

and Norway, the most feminine societies, adapt easily to SRI frameworks.  

Studies comparing the Hofstede’s cultural dimensions with the other Nordic 

countries indicate that Iceland differs from the other Nordic countries. Gudmundsdottir 

et al. (2014) researched where Iceland differ in relation to the other Nordic Countries. 

Their findings showed that the cultural perspective of the Nordic countries differ in 

relation to Hofstede’s five cultural dimensions. Their results also indicate that Sweden, 

Denmark and Norway seem to have more in common than Iceland and Finland. The 

difference between Iceland and Finland in their study is based on IDV and MAS but their 

common dimension is UAI. Mixa & Vaiman (2015) found out in their research that 

although Icelandic culture has been considered similar to the Nordic culture following 

the economic collapse in 2008 Iceland did stand out from other Nordic countries. In their 

research the focus was on savings ratio which showed that Iceland were measurably more 

risk-seeking during the years before the crisis. Mixa & Vaiman concluded that there was 

a correlation between those countries that had a high proportion of individualism and 

nations greatly hit during the financial crisis. Iceland were part of the nations that had 

high individualism and was badly hit in 2008 which set Iceland apart from the other 

Nordic countries.   

No comparative studies have been conducted in the Nordic region on further 

relationship between the cultural differences and green bonds. The literature of green 

bonds has almost exclusively investigated the green bond yield premia and only a few 

scientific papers have been published overall. Most of the academic articles have built on 

Zerbib’s (2017) matching method research, where he analyzed the Greenium, the 

difference in yield between a green bond and an equivalent synthetic conventional bond 

with the result of a small negative premium of – 2 basis points (bps). Other recent studies 

on green bond pricing have shown results with negative premium (Baker et al., 2018; 

Barclays, 2015; Ehlers & Packer, 2017; Hachenberg & Schiereck, 2018; Zerbib, 2018), 

neutral premium (Larcker & Watts, 2019) and positive premium (Karpf & Mandel, 2017). 

Bachelet, Becchetti and Manfredonia (2019) demonstrated that green bonds may retain a 

negative premium but the premium requires either a green verification or established 

institutional reputation to scale down asymmetric information and prevent investors from 
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greenwashing. Hyun, Park and Tian (2019) discovered that green bonds with external 

certification benefit a discount of around 6 bps and bonds that obtain a CBI certification 

give a higher discount of 15 bps. Their investigation suggests the greenness can help the 

expansion of the green bond field. The results on the green bond premium are mixed since 

they build on a rather small number of observations as well as various sample sizes and 

different countries involved, that also lead to diverse assumptions. The literature for 

comparative valuation of green bonds aligned with the Green Bond Principles suffer from 

both the limited amount of research along with imperfect regulation of the liquidity 

premium (Zerbib, 2019). 

 Zerbib (2019) used green bonds to investigate the effects of pro-environmental 

preferences on bond market prices. The results highlight that investors’ pro-

environmental preferences have a low impact on bond prices, which shows that it should 

not affect investors to participate in the growing green bond market. Flammer (2018) 

showed in her research that corporate green bonds do not only have a positive impact on 

the environment, but they also contribute to companies’ financial performances. Firms 

value increases long term by investing in green bonds to improve a company’s 

sustainability strategy and attract green investors who would otherwise not invest in the 

company.  
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3 Research methods  
This study is in two parts. The first part is a comparative study to get a more detailed 

insight into the cultural drivers of the Nordic green bond issuance compared to other 

markets. The second part seeks a deeper understanding of the Icelandic market with in-

depth interviews. Chapters 3.1 and 3.2 will examine in detail the research data and 

methods for each study.  

3.1 Comparative study   
Comparative study was conducted in this research to understand which cultural 

behavioral factors of Hofstede encourage environmental actions and increase in issuing 

of green bonds. It did not come as a surprise that on the top 20 country-list of green bond 

issuance in 2019 are the two nations with the largest economies in the world, USA and 

China (OECD, 2019). They are, therefore, in a better position to rank higher than other 

countries by issuing green bonds. Other countries in the top five of global issuance of 

green bonds are France, Germany and the Netherlands. Four out of five Nordic countries 

are on the top twenty list of overall green bond issuance as presented by the Climate Bond 

Initiative (CBI). Sweden ranks highest in 7th place, Denmark in 12th, Norway in 13th and 

Finland in 17th (Climate Bonds Initiative, 2020b). Interestingly even though their 

economies are not among the largest in the world nor located in extensive stock exchanges 

Nordic countries score higher than other larger economies. In this part of the study the 

research will explore further what drives such a small region as the Nordic to rank that 

high in the global financial market. The aim is to find an answer to the first research 

question in this study: 

What drives the Nordic countries to perform better compared to other markets in green 

bond issuance? 

The comparative study is divided into four parts. First, the green bond market in the 

Nordic countries is put into context by looking at the size of their economies and 

population. By putting the market into context, the countries can be compared more 

closely to green bonds as a percentage of GDP as well as green bonds per capita.  

Next, the results of the first part will be compared with the Hofstede scale to seek 

what cultural characteristic in each country drive and encourage green bonds issuance. In 

the third part of the study, the top five countries that ranks highest in the top 20 list of 
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green bond issuance and the top five countries with the largest economies will be studied 

in more detail by the same methods as the Nordic countries in part one.  

In part three the scope and position of the Nordic green bond market with 

reference to the bond market of the top seven countries will be compared. In the fourth 

part, the results will be compared to the Hofstede cultural factors that affected the Nordic 

green bond market and the Hofstede factors of the other top seven nations. The purpose 

is to find out whether the cultural factors leading to issuance of green bonds is the same 

for the top seven countries as it is for the Nordic countries. If a common conclusion is 

reached, it can be stated that the results apply to the entire green bond market.  

3.1.1 Green bond issuance in the Nordic countries  
In order to compare the Nordic countries, data was gathered for issued green bonds in the 

last five years, 2015 – 2019, to obtain an overview of their scope between countries. The 

data used for total green bonds issuance were obtained from The Climate Bond 

Initiative’s data base on the green bond market that covers the green bond market 

worldwide. The data from The Climate Bond Initiative was provided in an Excel sheet 

by Fossar Markets and retrieved in email 24. March 2020. 
Table 1. Green bonds issuance in the Nordic countries in 2015 – 2019 in million USD 

 
Source: (Fossar Markets, personal communication, March 2020) 

For the most accurate information, the green bond issuance data was gathered 

from 2015 - 2019 and an average for each country for the comparison. Table 1 shows the 

difference in issuance between the five countries for the last five years. Iceland issued its 

first green bonds in 2018 and have, therefore, only data available for the past two years. 

Finland started issuing green bonds in 2016 and issued large volume of bonds first the 

first time in 2019. Over the past five years, Denmark had two large issuance years in 2017 

and 2019 with a much smaller issuance in 2015 and 2018 and with no issuance in 2016. 

Norway has issued green bonds for the past five years, but the issuance started out with a 

small amount issued until the years 2018 and 2019 when the amounts became more 

substantial. Sweden, however, has issued the vast majority of bonds throughout the years 

with a gradual increase over the past five years and, on average, issued more bonds than 

the total issuance on average of all the other Nordic countries combined. 
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Looking at the size of the issuance over the period, the Swedish market is 

considerably larger than all other green bonds markets in Scandinavia. Sweden has issued 

green bonds for the longest time and their issuance is still among the highest in the world. 

Followed by Norway and Denmark, though not nearly as comprehensive as the Swedish 

market. The Finnish and the Icelandic markets are smallest.  

With the intention of putting green bonds in a better context in the Nordic 

countries, other things need to be considered. For that reason, information was also 

gathered on population size for the years 2015 - 2019 and the average in each country 

determined as well as the average GDP for the years 2015 - 2019. The data on the 

population size was collected from the website Worldometer and the GDP from the 

International Monetary Fund (IMF) database. With this information, the amount of green 

bonds issued per capita in each country was calculated by dividing the issued green bonds 

by the population in each country. The calculation along with other ratios for the Nordic 

countries are presented in Table 2.  
Table 2. Green bonds in the Nordic countries in relation to population and GDP in USD in 2019 

 
Source: (International Monetary Fund, 2020; Worldometer, 2020; Fossar Markets, personal communication, March 

2020) 

It turns out that although Sweden has the largest population, it also ranks first in 

issuing green bonds per capita. Although Iceland issues few green bonds, it is important 

to note that Iceland has by far the smallest population. When it comes to green bonds per 

capita, Finland issues fewer green bonds per capita than Iceland.  

The research also reviewed economic conditions in each country and calculated 

green bonds as a percentage of GDP by dividing average issued green bonds by the 

average GDP in each country for 2015 - 2019. By looking at the percentage figures for 

the Nordics, it turns out that Iceland and Finland have a similar percentage when it comes 

to issuance compared to their GDP with a percentage around 0.31 - 0.34%, Denmark and 

Norway are just above with a percentage of 0.45% and 0.47%. Sweden is ahead of the 

other countries with by far the highest ratio of the Nordic’s with the percentage around 

1%. Finland has also the lowest percentage of green bond issued compared to green bonds 

per capita though the difference is not substantial compared to Iceland. 
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It could be argued from these calculations and comparisons from different aspects 

that green bond issuance is highest and most established in Sweden, but the weakest and 

most immature markets are in Iceland and Finland. The explanation might be that all the 

Nordic countries, excluding Sweden, have, for the past two years, developed their 

markets and issued their first consistent amount of green bonds. 

3.1.2 Cultural characteristic in the Nordic countries 
From the above analysis, it can be concluded that size, composition and history of green 

bond issuance in the five countries is quite different. The cultural characteristic from each 

country will be related to their green bond issuance to seek what could drive the green 

bond issuance in the Nordic countries. Here we use the cultural indicators from Hofstede 

to compare the cultural difference of nations. 

For the Hofstede dimensional study information was gathered for Denmark, 

Sweden, Finland and Norway from Hofstede’s database website where the score for the 

five factors are retrieved (Hofstede Insights, 2019). For Iceland, AGG’s studies from 

2011 and 2015 were used to obtain the most accurate scores for Iceland based on 

Hofstede. The author used the average score from the two studies to compare with the 

Nordic Hofstede five factors (Aðalsteinsson et al., 2011; Guðmundsdóttir et al., 2015).  

 
Figure 1. Hofstede factors from the Nordic countries  

Source: (Aðalsteinsson et al., 2011; Guðmundsdóttir et al., 2015; Hofstede Insights, 2020) 

Table 3 shows that power distance is much lower in Denmark compared to the 

other countries. It means that Danes have an equal mind set where power is decentralized, 

and employee autonomy is required. 



 42 

Iceland has one of the highest individualistic scores in the world where the 

isolation of Iceland for many centuries probably played a part in the results for the 

Hofstede scale. These results are quite interesting as Iceland has in a short amount of time 

shifted from long-term isolation as it is an island to an extremely internationally oriented 

mindset (Climate Bonds Initiative, 2020). Denmark is the second most individualistic 

society, where in the corporate world employees should be self-reliant and display 

initiative and at home, they are expected to take care of themselves and their closest 

friends. 

Iceland and Finland score highest on the uncertainty avoidance. Given that green 

bonds are a relatively new investment product, the data might show that there is some 

correlation in the green bond issuance data and the uncertainty factor in the Nordic 

countries. Iceland and Finland with high uncertainty factors are also the countries issuing 

the fewest green bonds. This could be one of the reasons why they are slower to 

implement innovations in the financial sector. The data might also support the fact that 

Sweden and Denmark have the lowest uncertainty score values and issue far more green 

bonds.  

Sweden and Iceland are slightly higher than the other countries when it comes to 

long-term orientation. The other countries have a relatively low score of long-term 

orientations where the focus is on achieving quick results and great respect for traditions.  

When it comes to masculine versus feminine societies, Iceland and Finland lead 

the group with relatively high scores, in contrast to Norway and Sweden that have the 

lowest score in the world with more feminine societies than Finland and Iceland. Given 

the assumption that green financing involves more feminine values, the author considers 

this useful information for explaining the pattern shown in the data section (Puaschunder, 

2011). From the data there might be a clear pattern that more feminine societies have both 

more developed green bond strategy but also a significant difference in the total issue of 

bonds ideology.  

Overall, it can, therefore, be concluded that the cultural factors that are most 

dominant in affecting the issue of green bonds in the Nordic countries are the uncertainty 

avoidance and the masculinity factors. 
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3.1.3 The Nordics versus the top seven green bond markets 
Although it is possible to argue that the issues of green bonds in the Nordic countries can 

be traced to cultural factors, experts have different opinions on the topic. It can be 

questioned whether the comparison between these countries is too narrow and the nations 

in general too similar. For example, four of the five Nordic countries are in the top five 

list of countries of the World Economic Forum gender gap index 2020 (World Economic 

Forum, 2019a). Therefore, the Nordic countries will be compared to the five countries 

that issued the largest amounts of green bonds globally in the year 2019 and the top five 

countries with the largest economies in 2019 with the purpose of getting more transparent 

results of cultural drivers in relation to the green bonds market. The top five countries 

issuing green bonds in the world are, USA, China, France, Germany and Netherland and 

the top five largest economies are USA, China, Japan, Germany and India. Since many 

of the countries appear on both lists a comparison will be made between the Nordic 

countries and USA, China, France, Germany, Netherland, Japan and India. Here after 

these countries will be referred to as the top seven countries. The same methodology was 

used as for the Nordic countries, where data on green bonds, GDP and population were 

collected for the years 2015 – 2019 and the average value for all the top seven countries 

calculated as well.  
Table 3. Green bonds issuance in top seven countries in 2015 – 2019 in million USD 

 
Source: (Fossar Markets, personal communication, March 2020)  

Despite the low amount of issued green bonds in 2015 (or perhaps they are not 

logged into the database), all the top seven countries have issued green bonds over the 

past five years. China issued a low number of bonds in 2015 but increased the market 

quickly in the years thereafter. Overall, the countries have had a very consistent issuance 

of green bonds from 2015, although 2019 has been a record year for all the countries 

except India with sharp increases from previous years. There are some fluctuations in the 

issuance as France in 2017 issued a very high amount compared to the years that followed. 

There is a decrease in the issuance of green bonds in the Netherlands in 2017 but about 
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the double amount of issuance in the USA the same year. Japan and India have in common 

to issue the fewest green bonds of all these nations.  

The Nordic countries have relatively small economies compared to the top seven 

countries. The Nordic countries combined economies would rank as the twelfth largest 

economy in the world. Individually, Sweden ranks highest in 22nd place, Norway in the 

28th, Denmark in 37th, Finland in 42nd and Iceland in 107th place. Compared to the other 

nations, the USA and China being the two largest economies in the world with Japan, 

Germany, India, France are then placed as the third to sixth largest and the Netherlands 

ranking as the 17th largest economy in the world in 2018 (World Bank, 2019). Therefore, 

the author calculated green bonds per capita and the percentage of green bonds of GDP 

with the top seven countries as well, listed in table 5.  
Table 4. Green bonds in the top seven countries in relation to population and GDP in USD in 2019 

 
Source: (International Monetary Fund, 2020; Worldometer, 2020; Fossar Markets, personal communication, March 

2020) 

The data used for total green bonds issuance by countries were obtained from The 

Climate Bond Initiative’s database provided in Excel sheet by Fossar Markets and 

retrieved in email 24. March 2020 (Fossar Markets, personal communication, March 

2020). When looking at the average issuance of green bonds in the top seven countries, 

the amount is way more extensive when compared to the Nordic countries, especially in 

the USA, China and France. The largest market in the Nordic countries is Sweden and it 

is much more like the Dutch market in size compared to the second and third largest 

market in the Nordic countries. The similarity between the Swedish and the Dutch 

markets in green bond issuance is much higher than Sweden and other Nordic countries.  

After looking into the value of green bonds issued per capita, the Nordic countries 

issue far more bonds per capita than the top seven issuers do. The average in the Nordic 

countries being USD 303 per capita compared to USD 130 in the top seven countries. 

Although the United States and China are at the top of the list of issuance of green bonds 

in the world with the largest economies (International Monetary Fund, 2020), all the 

Nordic countries have a larger amount of green bonds issued per capita. Even though, 
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Netherlands issued by far the most per capita of the top seven countries, Sweden ranks 

the highest in the world per capita.  

It does not seem to affect the results that the GDP in the Nordic countries is only 

0,05% of the top seven global GDP on average. All five largest economies in the world 

in 2019 have considerably smaller GDP over Green bonds ratio than the Nordic countries. 

The ratio of green bonds over GDP is on average higher in the Nordic countries. Again, 

Netherlands is still with the highest percentage of GDP even though it is not higher than 

the Swedish ratio when it comes to green bonds issuance.  

From these figures, where green bonds issuance is reviewed and placed in the 

context of market size, GDP and population overall it can be seen that despite being small 

nations, the Nordic countries are a leading force in the issuance of green bonds world-

wide.  

3.1.4 The Nordics versus the top seven cultural characteristics 
With the above results of green bonds issuance in top seven countries in terms of size, 

economy and population, a closer look was taken into the relationship between culture 

and green issuance with the Hofstede scale by comparing the Nordics and the top seven 

countries. This comparison is based on the results for the cultural characteristics in the 

Nordic countries in chapter 3.1.2 and to narrow the scope of this research the Hofstede 

factors used are the masculinity versus femininity and the uncertainty avoidance. The 

reason why these cultural factors were chosen is because they were the most affecting in 

the issuance of green bond in the Nordic countries.  

Information was gathered for USA, China, France, Germany, Netherlands, India 

and Japan from Hofstede’s database website where the score for uncertainty avoidance 

and the masculinity factors were retrieved. The factors selected for further research are 

used with the purpose of seeing whether the factors that characterize the Nordic countries 

can also be related with other countries. If either or both factors create similar results, it 

can be concluded that it is possible to relate the activity and size of green bond markets 

to the cultural differences between countries.  
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Figure 2. Hofstede’s factors of top seven countries compared to the Nordic countries  

Source: (Aðalsteinsson et al., 2011; Guðmundsdóttir et al., 2015; Hofstede Insights, 2020) 

The countries in the Nordic region with the highest uncertainty avoidance are 

Iceland and Finland and among the top seven are France, Germany and Japan. When 

looking at the uncertainty avoidance factor between these two groups, there is no 

significant difference or pattern when it comes to issuance and the uncertainty factor in 

cultures. For example, on average, the Nordic countries have the score 48 and the top 

seven countries have the average score of 59, which is when compared not a significant 

difference.  

On the Hofstede scale, all the Nordic countries score low on the masculinity factor 

and the region can in general be considered a region appraising feminine values. When it 

comes to looking at the top seven countries, the number for masculinity pivot and a 

significantly different number appears in their scales. The United States, China, Germany 

and Japan all have a masculinity factor over 60 and are therefore considered masculine 

societies where for example family and leisure are considered less important than work. 

Japan is one of the most masculine societies in the world with a score of 95. Performance 

is highly valued, and people live to work, and their self-esteem and status comes from 

their status in work and other materialistic comparisons. Masculinity and femininity 

between the Nordics and top seven are very different where the average of the Hofstede 

scale of the Nordic countries is about 15 and the average in the top seven is about 50 so 

the gap between the groups is large. Although Finland and Iceland are not included in the 

list of the five most feminine nations regarding Hofstede, the Netherlands ranks third after 

Norway and Sweden. When the pattern between masculinity and green bonds is reviewed 

it can be concluded that there is a correlation between the more feminine nations and 

increased green bonds issuance. Sweden, which issues most of the green bonds in the 

Nordic countries, is the nation with the highest percentage of GDP with 1% and the 

highest per capita ratio of USD 533 per capita. However, the Netherlands stand out from 
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other nations in the top seven where their score of 14 is considered feminine which 

resembles the Nordic nations. When looking at the issue of green bonds as a percentage 

of GDP, the Netherlands scores 0.85% and green bonds are USD 418 per capita, and the 

numbers are most in line with the Swedish numbers. By comparison, China, USA, 

Germany, Japan and India, the top five largest economies in the world, are the countries 

with lowest overall percentage of green bonds as percentage of GDP ranging from 0.07%-

0.26%. They are also the nations with the highest masculinity score of all countries in the 

Hofstede database.  

To put this into perspective, the nations with the lowest masculinity scores are also 

the nations with the highest issuance of green bonds relative to GDP. It can also be seen 

that the nations with the lowest issuance of green bonds compared to GDP are also the 

nations with the highest scores of masculinities.  

3.2 Qualitative research  
Because of the relatively small size of the Icelandic market the method qualitative 

research is used to gain in-depth insights into the green bond market in Iceland. The main 

reason for using this method is that it is well suited as a research tool to gain deeper 

understanding of a young and unstructured markets and to get in-depth individual 

perceptions (Baškarada, 2014).   

3.2.1 Purpose of the study 
The intention of the second part of the study was to get a better overview of the Icelandic 

market and to seek an answer to the second research question.  

What is the current status and potentials in the green bond market in Iceland? 

The qualitative data for this thesis was based on semi-structured interviews where the 

interviewer can restructure the questions and receive more information if interesting 

information comes up during the interview. The open-ended interview framework 

(Appendix A) gave the interviewees an opportunity to express their views in their own 

words, as well as giving the researcher an opportunity to highlight and inquire about 

interesting facts the interviewees addresses. The interview contained an introduction 

section followed by a number of open-ended questions. The researcher had the role of 

obtaining information from the interviewees without the researchers own opinions or 

stance on matters influencing the interviewees answers. The questions were adjusted 

based on several different factors such as the interviewees roles and responsibilities and 
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their experience within the green bond market. Each question had a follow up question in 

order to assist the researcher if the interviewees were misguided or not providing enough 

information. Conversations in in-depth interviews tend to be more informal than with 

other research methods, so it is a highly relevant method to gain deeper insights into the 

immature green bond market currently operated in Iceland.  

3.2.2 Interviewees 
Proper selection of participants is an essential part, perhaps even the most important part, 

of the study design phase in qualitative research. The selection criteria can be summed 

up by the following sentence; candidates who are best able to provide information on the 

topic in question are chosen for interviews (Sargeant, 2012).  

The selection of participants in the study was based on a hybrid convenience- and 

purposive sample. The aim was to look for individuals who have experience in the green 

bond market in Iceland. The key factor was to get different perspectives from various 

market participants in order to get a holistic view of the Icelandic green bond market. By 

interviewing individuals in different sectors, the author expected to gain a good overview 

of the Icelandic green bond market. Four interviewees were selected to ensure a diversity 

of views from the interviewees, two women and two men from four different markets.  

1. Bjarni Herrera, CEO of Circular Solutions 

Circular solutions are a sustainability and ESG consulting and service provider. 

They have been a leading force when it comes to advising and consulting in the 

market of green bonds and environmental reporting.   

2. Helga Benediktsdóttir, Head of treasury at City of Reykjavík 

The City of Reykjavík was the first issuer of green bonds in the Icelandic market.  

3. Baldur Már Helgason, Managing director of retail portfolio and business 

development at Reginn 

Reginn is an Icelandic real estate company and is the first listed company to 

publish a Green financing framework.  

4. Sigrún Guðnadóttir, Specialist in corporate banking at Landsbankinn 

Landsbankinn has been at the forefront of sustainable investments and green 

financing in Iceland. 

3.2.3 Data collection and analysis 
Data was collected from participants through semi-structured interviews. The interviews 

were conducted during the period from April 6 to April 30, 2020. Due to the corona virus 
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pandemic (COVID-19) and governments restrictions, all interviews were conducted 

through different teleconferencing applications that were suitable for the interviewers and 

the interviews were, therefore, conducted at different locations such as the interviewees 

homes, summerhouses or at their offices. The interviews were conducted in Icelandic and 

were recorded with their interviewee’s approval. The interviews were recorded for the 

benefit of the author, to revisit the conversations and preserve the data fully in order to 

ensure accuracy of the data collected. The first data analysis was conducted during the 

interviews, then the entire interview was typed in Icelandic and subsequently the 

highlights, interesting quotes and extended summaries were eventually translated into 

English.  
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4 Results  
In this part the results for the twofold study will be presented. In the first part the results 

for the comparative study will be identified and in the second part interviewees’ answers 

from the in-depth interviews are analyzed. The analysis for the interviews is then further 

broken down into four parts where the most important information from each interview 

is summarized. 

4.1 Results for available data  
The first question was to find out what drives the Nordic countries to issue green bonds. 

In order to do so, it was necessary to identify what cultural factors in the Nordic countries 

could lead to issuance of green bonds when both the size of the countries and their 

economic strength had been accounted for. The author gathered information related to 

economic, cultural and green bond issuance in Norway, Sweden, Denmark, Finland and 

Iceland. The data that was obtained came from CBI, IMF, Worldometer, Hofstede 

Insights and AGG’s two research papers to be able to conduct a comparative study. The 

study revealed that although the Nordic countries are in many parts similar, they differ in 

some ways when it comes to the green bond market. Sweden, which is by far the largest 

Nordic country in terms of both economy and population is also the largest issuer of green 

bonds in the Nordic region. While Iceland is by far the smallest nation of the Nordic 

countries, Iceland and Finland are equal in issuing few green bonds. However, it can be 

concluded that in Sweden, green bonds have become a natural object since they have 

issued green bonds for over ten years and their market is more developed than other 

Nordic countries. However, Iceland only issued its first green bonds in 2018 and the 

market for green bonds was underdeveloped and not as accessible. Norway issues the 

second highest percentage of green bonds in relation to the ratio of GDP as well as green 

bonds issued per capita (Climate Bonds Initiative, 2018a). The results when comparing 

the Nordic countries to Hofstede’s cultural factors that could influence the countries in 

green bond issuance, show that there are two factors that are dominant; uncertainty 

avoidance and masculinity versus femininity. The relationship between countries having 

a low score in masculinity and issuing a higher percentage of green bonds is very clear. 

The results also indicate that the Nordic countries with a high uncertainty factor were 

much more likely to issue fewer green bonds. 

The results support the AGG article in 2014 that Denmark, Sweden and Norway 

are more alike, and Finland and Iceland differ from the other Nordic countries and the 
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common dimension is the uncertainty avoidance. The results that Iceland differs from the 

other Nordic countries in the cultural dimensions is in line with the Mixa and Vaiman 

research (Gudmundsdottir et al., 2014; Mixa & Vaiman, 2015).  

 The author observes that two specific cultural factors appear to be related to green 

bonds issuance; uncertainty avoidance and masculinity versus femininity. This supports 

Scholtens’s and Sievänen’s (2013) case study’s results in relation to the drivers of SRI 

and the Nordic countries. The conclusion was that masculinity versus femininity and 

uncertainty avoidance were the factors that influenced the scope of SRI in the Nordic 

countries and it was clear that the countries with higher MAS and UAI had a smaller 

market for SRI. This also supports the theory that SRI and green bonds are linked to a 

certain extent and that it can be assumed that the same drives countries in green bond 

issuance and creating more value in SRI investments. The analysis does not support the 

views of Bengtsson’s comparative analysis of the SRI between Nordic countries, as her 

findings were that institutional factors would be most important to explain the 

homogeneity among Scandinavian investor’s SRI (Bengtsson, 2008). 

 The research of these five Nordic countries provides preliminary findings about 

the national determinants of green bond issuance. Because of the narrow data set of five 

similar countries, it is hard to generalize the findings. In order to dig deeper into the green 

bond market and take a closer look at cultural factors to see if the findings apply only to 

the Nordic countries or whether it is possible to draw a clear pattern of the global financial 

market, it was researched further. By looking at the seven countries that issue the highest 

number of green bonds in the world and have the most developed and largest markets 

USA, China, Germany, France, Netherlands, India and Japan, and comparing them with 

the Nordic countries provided deeper insights to the green bond market. Data collection 

and research method were applied in the same manner for the top seven countries as with 

the Nordic countries and that information was then used to conduct a comparative study.  

The comparison showed that when the green bond issuance is placed in context 

with their own economy and population the two countries that issue the most green bonds, 

USA and China have an unquestionably low ratio of green bonds compared to GDP and 

green bonds per capita. Of the top seven countries, the Netherlands is by far the country 

issuing the highest ratio of green bonds based on GDP and population. When the Nordics 

and the top seven countries are compared with the size of the green bond market, overall 

Sweden is at the top, followed by the Netherlands. The two aforementioned countries 

have by far the highest ratio of green bond issuance of GDP and green bonds issued per 
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capita although their economies are not even in the top ten in the world. France and all 

the other Nordic countries are far above the USA, China and Germany in issuing green 

bonds, both in context of the size of their economy and population.  

With the above results on green bond markets placed in context with the Hofstede 

factors that drive the green bond issuance in the Nordic countries, masculinity versus 

femininity and uncertainty avoidance were then examined more closely to see if the same 

results apply to the top seven countries. Figure 3 shows the correlation between a high 

uncertainty and issuance of green bonds. There is no pattern between countries in ratio of 

green bonds over GDP and uncertainty avoidance, China and Sweden have low 

uncertainty avoidance but very different percentage ratio of green bonds over GDP and 

green bonds per capita. The results revealed that there was no significant difference 

between the countries with high uncertainty avoidance and green bond issuance as seen 

in figure 3.  

 

Figure 3. Correlation between the countries, green bonds as a % of GDP and uncertainty avoidance  

Source: (Aðalsteinsson et al., 2011; Guðmundsdóttir et al., 2015; Hofstede Insights, 2020; International Monetary 

Fund, 2020; Fossar Markets, personal communication, March 2020) 

However, there is a strong correlation between masculinity versus femininity 

factor and issuance of green bonds between these countries. The countries with the 

highest rates of masculinity, USA, China and Germany were also the countries that issued 

the lowest scores of green bonds per capita and as a ratio of GDP. For comparison, the 

countries that issue the highest number of green bonds per capita and as a percentage of 

GDP had the lowest score of masculinity. 
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 A comparison of the masculinity versus femininity between the Nordic countries 

and the top seven nations shows that there is a significant difference. The Nordic countries 

have a much lower score on masculinity, and it would be more appropriate to speak of 

these nations as feminine rather than masculine. On the other hand, the top seven nations 

have a much higher masculinity score and the difference between the nations is on 

average 35 out of 100 points, which is around twice the average of the Nordic countries. 

The United States, China and Germany all have similar scores and are all considered male 

dominated countries, France has a lower rating but still around twice as much as the 

highest-ranking Nordic country. Netherlands stands out with a lower score than the other 

top seven countries which makes the Netherlands much more like the Nordic countries in 

their feminine societal values. The top seven, except the Netherlands, appear to have very 

different work ethics and attitudes towards their communities than the Nordic countries.  

 
Figure 4. Correlation between the countries, green bonds as a % of GDP and masculinity 

Source: (Aðalsteinsson et al., 2011; Guðmundsdóttir et al., 2015; Hofstede Insights, 2020; Fossar Markets, personal 

communication, March 2020) 

Figure 4 shows the correlation between having a high masculinity and a low 

percentage of GDP issued in green bonds. The figure shows that the countries with the 

most developed green bond markets have a very close correlation between the Hofstede 

masculinity factor and the percentage of GDP. Whether with high percentage of 

Masculinity and low percentage of GDP as in USA, China, Germany and Japan or a low 

percentage of GDP and a low masculinity number as in Sweden and the Netherlands. 

Iceland, Norway, Denmark and Finland do not have such a close correlation, but the 

reason could be explained by the fact that their green bond markets have not been 



 54 

operating as long as the other countries. All the top five countries in issuance of green 

bonds, USA, China, France, Germany and the Netherlands have been among the largest 

issuers of green bonds since the first report on green bonds were issued from CBI in 2012 

(Climate Bonds Initiative, 2012). Sweden, which operates the most developed market in 

the Nordic countries, participated in the development of the first green bonds and has 

been a dominant country in the green bond regional country ranking since 2014. Although 

Norway had taken its first steps in the green bond issuance in 2010, the market was slow 

to react and did not become active until 2017. Denmark began to significantly improve 

the issue of green bonds in 2017 and has rapidly moved up the country ranking since then. 

Finland issued its first green bonds in 2016 and Iceland in 2018 so their markets are at 

early stages and only starting to develop (Climate Bonds Initiative, 2018a). In this 

context, it can be predicted that Norway, Denmark, Iceland and Finland do not have an 

equally developed market, but will, over time come to a similar place as the other 

countries and the correlation in the above graph would be more precise.  

With the abovementioned results, the following conclusion can be drawn: The 

Nordic countries perform better overall in green bond issuance than the top seven 

countries in the world, although the Nordic countries have only a fraction of their 

economy. It is also possible to say with clear indication that the results of the comparative 

study show that the more feminine the countries are the more likely they are to issue green 

bonds. In other words, it is possible to state that the more feminine nations have the 

financial markets that might make the biggest difference in the fight against climate 

change.  

4.2 Interviews 
In this chapter the main findings of the study on the Icelandic green bond market is 

presented and the question raised whether Iceland can learn anything from the Nordic 

countries. The questions presented to the interviewees were divided into five categories, 

each question had several sub-questions. The entire questionnaire can be accessed in 

Appendix A.  

The five categories were:  

1. The green bond market in Iceland 

This section sought to get the best overview of the Icelandic market and how the 

market can develop over the next five years based on the interviewees experience.  

2. Green bonds as an investment option  
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Green bonds were considered as an investment option compared to other bonds 

and sought to gain insight into what investors were looking for though green 

bonds as an investment.  

3. The appearance and reputation of green bonds  

Given how young the green bond market is, the interviewees were asked whether 

the reputation of the bonds had changed somewhat since the first issuance and 

how the market was adapting.  

4. Iceland and the Nordic countries  

Here the Icelandic market was compared to the Nordic markets based on the 

interviewees experience and what Iceland could learn from the other nations.  

5. Masculinity versus femininity 

Based on the interviewees experience it was examined whether it was considered 

a male or female value to issue green bonds. 

4.2.1 Bjarni Herrera – Circular Solutions 
Bjarni‘s experience of the Icelandic bond market is that it is small, compared to other 

countries, and mainly driven by public or semi-public companies. “The market is driven 

by a few individuals who have a great knowledge in this field. There is a certain lack of 

in-depth knowledge for environmental issues in Iceland. Environmental issues being the 

fundamentals on which the green bond market is based on” (B. Herrera, personal 

communication, April 6, 2020). Bjarni is of the opinion that most CFOs of companies 

who may be prime green bond issuers should be aware of sustainable funding, e.g. green 

bonds as of now. He senses great opportunities for those CFOs to familiarize themselves 

with international capital market developments through International Capital Market 

Association (ICMA), for example. 

 When Bjarni was asked what drove him and his partners to start their consulting 

company CIRCULAR Solutions, he said that the market showed a clear trend in the green 

direction and they saw great opportunities. Not just business opportunities but also 

opportunities to bring deep knowledge on the topic to the table and be practice- and 

thought-leaders. “When starting, the financial market had been talking about green bonds 

for about a year or so, but the “green” aspect had not yet been solved or executed” he 

added. “It wasn’t until we told potential issuers how to solve it that the first issuer was 

ready to start its green bond process” (B. Herrera, personal communication, April 6, 

2020). 
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 Bjarni said that the market is evolving in the right direction both in terms of a 

growing number of issuers as well as volume. Developments in the coming years will 

also lead to investors increasingly investing in green bonds. Bjarni also hopes that the 

knowledge in the green market will deepen, knowledge of the underlying environmental 

issues which green bonds are supposed to be funding and climate risks they are to help 

mitigate and reduce. There are many opportunities in the market in his opinion, he thinks 

it is exciting that real estate companies are paying attention to green bonds and there is a 

great opportunity in the fishing industry where Iceland could become a global leader.  

 Bjarni said that his understanding of the green bond market is such that green 

premiums are hard to determine given its relatively young age.  However, he said it will 

be exciting and interesting to see if “brown” investment might become more expensive 

and at a higher risk to investors. “A lot of studies are currently being made” (B. Herrera, 

personal communication, April 6, 2020). 

 The risk associated with green bonds was the next subject of discussion: “We, at 

CIRCULAR, have always been talking about lowering our customers’ operational risk 

and lowering other risk factors by addressing climate change as an underlying factor 

related to problems affecting the global financial markets”. He then added: “In our 

opinion green investments is a way to finance projects that are less risky because they are 

reducing the risk of financial damage in the future due to climate change and other 

environmental issues” (B. Herrera, personal communication, April 6, 2020). 

 Bjarni said that to some potential issuers, the added cost of issuing green bonds 

compared to plain bonds, is a barrier. In his experience, however, as soon as issuers 

understand the potential benefits and the underlying risks green bonds are to mitigate, the 

cost is not an issue. 

 Bjarni said that investors are becoming more aware and are looking to reduce the 

risk of their investments, looking for greater diversification in their portfolio and 

responding to external pressure to invest in sustainability. He believes that investors will 

increasingly invest more capital in green bonds and other sustainable financial 

instruments as there will be larger investment markets around green opportunities and 

investors will gradually invest more in green bonds although other bonds will continue to 

be relevant investment options.  

 When Bjarni was asked whether investors are increasingly looking into other 

factors than financial factors he said: “I think they are looking for more factors than the 

financial ones, but the financial ones are the primary drivers in the decision-making 
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process” (B. Herrera, personal communication, April 6, 2020). He said that research has 

shown that companies with more robust sustainability strategies are generally better 

managed and investors are becoming aware of this fact. “Clear and forward-thinking 

strategies of companies give evidence of non-financial factors in their operations and 

provide investors better information. I think it plays together, but if it doesn’t make sense 

financially, investors won’t invest in it” (B. Herrera, personal communication, April 6, 

2020).  

 Bjarni believes that the reputation of green bonds is overall more positive than of 

ordinary bonds. Bjarni said that the concept has changed a lot in recent years as it becomes 

more robust and the story around green bonds is becoming stronger and doubts about 

their advantages are dwindling. “In Iceland, I think the perception of green bonds changed 

after the Viðskiptaþing conference where the business sector heard companies and 

individuals talk about sustainability and green bonds” (B. Herrera, personal 

communication, April 6, 2020). Bjarni said that after that conference, even the sceptics 

in the market suddenly became interested in everything green. 

 Iceland has already and can learn more from the Nordic countries. “When we first 

issued green bonds, we studied in-depth and put a lot of emphasis on the Nordic best 

practices” (B. Herrera, personal communication, April 6, 2020). Companies in the Nordic 

countries have highly developed sustainability strategies and initiatives and are global 

best performers as well as being leaders of issuances of green bonds. 

 The explanation of why Iceland is less developed than the Nordic countries, Bjarni 

thinks it is due to the lack of knowledge. “In my opinion, there are actually few 

individuals in Iceland that realize how extensive the market is and how important it is. 

There are very few persons in Iceland in full-time jobs working on sustainability, which 

is still considered a side project at most companies.” He added: “While in the other Nordic 

countries, companies sometimes have up to a five-person sustainability team. Iceland 

started late and executives are still realizing how sustainability and financial values go 

together but it is changing fast” (B. Herrera, personal communication, April 6, 2020). 

Besides that, Bjarni also said that the market in Iceland is smaller, with fewer investors 

with poorer access to foreign capital compared to other Nordic countries.  

 Our last question was whether the masculine and feminine values can be linked 

to the issue of green bonds. “Having considerable insights into the number of companies 

in Iceland in the green bond market, I would say that around 75% of my customers’ 

counterparts are women. Until a year ago, green bonds were considered soft and 
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intangible and not a priority” (B. Herrera, personal communication, April 6, 2020). Bjarni 

also said that the market is gaining more weight quickly in the short period of time it has 

been active in Iceland and at the same time men are increasingly showing more interest. 

“I may not be entirely convinced that this is a feminine-market, however, sustainability 

and environmental issues have historically been considered “softer” or feminine, and this 

is the underlying aspect of green bonds” (B. Herrera, personal communication, April 6, 

2020). 

4.2.2 Helga Benediktsdóttir – City of Reykjavík 
Helga described the green bond market in Iceland as taking its very first steps. 

“Landsvirkjun issued green bonds in US dollars in the United States the first half of 2018 

and then we at the City of Reykjavík were the first to issue green bonds in the Icelandic 

market late in 2018” (H. Benediktsdóttir, personal communication, April 6, 2020). Helga 

said that at first, after the issuance, they had to explain the concept to the market as well 

as why they decided to issue green bonds. They also had to actively promote the product 

and associated goals to the market. Helga said that the market was in general lacking 

knowledge about the subject and it had come as a surprise to have to educate people about 

green bonds that work in the financial sector with a specialty in bonds. Sometimes their 

knowledge was non-existent. However, the understanding of the market has been growing 

very rapidly since 2018 and demand for green bond issuance is currently high. 

 There were two things that prompted the City of Reykjavík to issue green bonds. 

The first one was that an employee in The City of Reykjavík decided to write his master’s 

thesis1on green bonds. “The second one and main reason was that I was confident that 

this would lead to increased demand. I am really satisfied by the more rigorous reporting 

criteria’s that corporations must meet. I always think that for price formation of bonds, 

more information is better” (H. Benediktsdóttir, personal communication, April 6, 2020). 

Helga said that after a substantive time in the financial sector she remembers when the 

requirements for regular bonds were expanded and needed to be listed and as a result the 

reporting demands increased. Although, at that time, many were skeptical of these 

changes and the reporting did cost extra time and money, the result was that both demand 

and prices became more favorable. “I had the feeling that the same thing would happen 

for the green bonds as it did with expanded requirements back in the days” (H. 

Benediktsdóttir, personal communication, April 6, 2020).  

 
1 Framtíðin er núna Græn skuldabréfa útgáfa sveitarfélaga – Karl Einarsson 
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 Helga believes that there is an increased opportunity for the City of Reykjavík to 

issue green bonds and will clearly continue to do so. However, she said that the 

disadvantage is that not all investments are green, especially in municipalities where a 

large proportion of investments is housing. Housing in Iceland has always been relatively 

green and fulfilling strict requirements and with green energy, but the benchmark with 

green bonds are such that they need to show improvements and need to be better than the 

year before and that can be hard to prove. She said the reason for no issuance yet in 2020 

is that they are lacking investment opportunities and that other projects are seasonally 

related and will happen in the summer or fall like constructions and walking paths.  

 “I can imagine that more than half of the market will be in green bonds in five 

years” Helga said when she was asked about how the market will develop in the next five 

years. She also believes that the green bond reporting will gradually seep into regular 

bonds. “I think the reporting demands will be greater because investors increasingly want 

to know what the money is invested into even if it is not green investment” (H. 

Benediktsdóttir, personal communication, April 6, 2020).  

The opportunities that Helga sees for Iceland in the green bond market for Iceland 

is that this puts the focus on green investments. Many municipalities will comply with 

the international standards and upgrade sewers. “I’m quite sure the municipalities will 

now do what they can to meet these standards and certifications because the demand for 

green bonds is higher, which is very good” (H. Benediktsdóttir, personal communication, 

April 6, 2020).  

When asked about her experience on the yield on green bonds compared to other 

bonds, Helga said that they did not go through the issue of green and regular bonds at the 

exact same time but very close in time. Helga said that the yield was comparable between 

both bonds but the demand for the green bonds was much higher. “I conclude that we 

could not have issued the same amount of ordinary bonds except for a higher yield” (H. 

Benediktsdóttir, personal communication, April 6, 2020). Lánasjóður sveitarfélaga 

(Municipality Credit Iceland) where Helga is a board member, issued bonds in February 

2020, both green and regular bonds and the green bonds had a lower yield of five points. 

Helga believes that the risk and the duration is similar, regardless of the type of bond.   

Helga said that the increased cost of green bonds by the external reviews and 

annual reports has not been a problem, although it is something that prevents people to 

issue green bonds at first. “I think it will always be this way, also for regular bonds, and 

it is just better for the issuer to give more information”, and then added: “My argument 
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was, and still is, that if we want increased demand, we need to provide better information 

that will cost a little more but the product will create more demand” (H. Benediktsdóttir, 

personal communication, April 6, 2020). She even believes that this increased reporting 

has helped them in selling other bonds, as more information from the City of Reykjavík 

has made them more visible to investors. “So, I think this is not at all a cost to us, it is 

just positive and has only strengthened our overall position” (H. Benediktsdóttir, personal 

communication, April 6, 2020).  

Next, we talked about what investors are looking for in green investments, where 

Helga said that to a large extent, investors are fulfilling the conditions and standards so 

they can say that they are socially responsible. “In the few times I speak directly to 

investors, investors are wondering what they are financing. Although they are also 

meeting certain standards to look good” (H. Benediktsdóttir, personal communication, 

April 6, 2020).   

When it comes to the reputation of green bonds compared to ordinary bonds and 

whether they are more like a marketing stunt or a good PR strategy, Helga said that it is 

still a bit like this in Iceland at the pension funds. “The awareness is however slowly 

increasing, that if we do not invest green then we will destroy our planet and that the 

consequences will be that the resources and productivity will decrease greatly” (H. 

Benediktsdóttir, personal communication, April 6, 2020). She said that the reputation 

must be changing as there are more and more investors and companies in the world that 

exclude completely brown investments.  

When Helga was asked how Iceland can learn from the other Nordic countries, 

she thinks that Icelanders can learn a lot from other countries. “Here in Iceland we have 

considered ourselves to be extremely green and therefore we haven’t had to think about 

it any further. Now we are realizing that there are a lot of things we must do to become 

sustainable and to cooperate to decrease greenhouse emissions” said Helga and added “I 

think the Nordic countries and other European nations are far ahead of us and I think that 

is the main thing we have to learn from the other Nordic countries; how we behave 

towards our planet every day” (H. Benediktsdóttir, personal communication, April 6, 

2020). 

Helga’s explanation of why Iceland is lagging other Nordic countries in green 

bond issuance is because the Icelandic market is small and isolated compared to the 

Nordic countries.  
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The last question is whether male or female values can be linked to environmental 

issues and the issuance of green bonds. Helga does not think she has experienced it. “It 

may have been more feminine at some point, but if I’m in meetings with investors, I think 

the ratio is quite equal. It could depend more on which political party you consider 

yourself a part of” (H. Benediktsdóttir, personal communication, April 6, 2020). 

4.2.3 Baldur Már Helgason - Reginn 
Baldur describes the green bond market in Iceland as a small and young market where 

the public sector plays a leading role in issuing green bonds. 

 When Baldur was asked why Reginn decided to start The Green Finance 

Framework he said the reasons were twofold. Real estate companies are very capital 

intensive and, therefore, financing is a key factor for the competitiveness of real estate 

companies, which has so far been primarily financed with bank loans and bonds. “In order 

to continue to grow and get better interest rates, we also need to reach more investors and 

we see this as an investment opportunity that investors are increasingly looking to “(B. 

Helgason, personal communication, April 7, 2020). He said that green bonds are one way 

to get the attention of new investors and foreign funds who are only investing in green 

bonds and might not otherwise look to invest in Iceland. The other reason is linked to the 

company’s sustainability strategy. Baldur said that real estate operations have a 

substantial impact on the environment, since real estate operations and constructions of 

real estate account for approximately 1/3 of the world ‘s energy consumptions.  

 Baldur said that Reginn’s expectations for a green bond issuance is that it will 

lead to increased interest. “This is a new topic and investors are interested in not only 

looking at returns, but the fact they can get better returns and also have a positive impact 

on the society” (B. Helgason, personal communication, April 7, 2020). Baldur said that 

they are constantly looking at how they can get more money at favorable interest rates 

and believes that there is a demand for this that will result in better interest rates and a 

more diverse group of investors. “These are the short-term effects but in the long-term 

we believe that green bonds are just the norm and brown funding will be issued with 

increased cost” (B. Helgason, personal communication, April 7, 2020). Baldur believes 

that a large proportion of real estate bonds will be green in less than five years.  

 Looking at the yield on green bonds, Baldur believes that increased attention from 

current and new investors will lead to better interest rates or that they will get larger 

amounts of money at the same interest rates.  
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 The risk of green bonds over other bonds should be lower because certified 

buildings have better flooding and operational risk and that, in his opinion, should reduce 

the investment risk for investors. The buildings will also have lower operating costs and 

the buildings will last longer than others.  

 The increased cost associated with green bonds is something that has been 

contemplated and they are still learning how much the cost is behind the extra work. Their 

ideology, however, is that even though they must pay more for the issuance or the annual 

reporting they will get a better return in the long run. He said that their clients, the tenants 

are starting to ask them whether they can offer them environmentally certified buildings. 

“As a large proportion of our customers are public entities and registered companies, they 

are also under pressure to disclose what their activities are regarding energy usage and 

other operational issues and they need to get that information from us” (B. Helgason, 

personal communication, April 7, 2020). So, he said: “we are part of this chain that is 

awakening, so the pressure comes from many directions” (B. Helgason, personal 

communication, April 7, 2020).  

 When Baldur is asked if investors are increasingly looking for other factors than 

financial factors, he said investors are increasingly asking for information on Reginn’s 

operations and what they are doing for the environment. “There is a big difference 

between investors’ relations now and a year ago regarding the questions we are getting 

about our environmental impact in business and how we are impacting the society” (B. 

Helgason, personal communication, April 7, 2020). The pension funds, and those who 

are paying into the pension funds, are asking for information and the pension funds then 

ask Reginn for this information. “So, as I mentioned before, we are a part of a chain that 

starts with individuals, especially young people who are paying into pension funds and 

thereby investing their money for the next forty years” (B. Helgason, personal 

communication, April 7, 2020). 

The reputation and identity of green bonds is something that Reginn has been 

conscious about, that the green bonds are not taken seriously and perceived as more nice-

to-have. “We have been approaching this for some time, so we are currently looking at 

our business and where we are achieving environmental and social success and then 

linking it to our green framework” (B. Helgason, personal communication, April 7, 2020). 

Baldur added that these environmental factors are real achievements that they have been 

working on for many years and can show how their investing strategy is connected to 

their core business values. 
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Baldur believes that we can undoubtedly learn a lot from the Nordic countries, but 

the reason for other Nordic countries being in the forefront could also be different interest 

of the investors in these countries, taking as an example that Swedish pension funds have 

become increasingly interested in green investments that encourages Swedish companies 

to offer green investment opportunities. The Swedish pension funds may have been more 

forward-thinking than others and that could be the reason for Sweden leading by an 

example.  

The last question is whether green bond issuance can be linked to either male or 

female values. “Having worked in the financial market for twenty years, I think the sector 

is very masculine. When I attend finance conferences around 80% of participants are men 

but when I attend an environmental conference around 80% of the participants are 

women” (B. Helgason, personal communication, April 7, 2020). Baldur added “So it’s a 

great mix and it will be interesting to see how these two extremes combine” (B. Helgason, 

personal communication, April 7, 2020).  

At Reginn the environmental work started around two years ago in an all women 

working group but since the project evolved and money came into it, men increasingly 

showed interest and now the working group is equally represented by both genders. “In 

my opinion the passion and the purpose has been more feminine, but when it turns into 

operations and finance it is masculine but the two work well together” (B. Helgason, 

personal communication, April 7, 2020). 

4.2.4 Sigrún Guðnadóttir - Landsbankinn 
When Sigrún, who is one of the first persons in Iceland to work with green bonds, started 

to look for information on them in Iceland, she had to research foreign data because the 

Icelandic market did not exist. “When Landsvirkjun, the first Icelandic company to issue 

green bonds, issued them in USD in 2018, the market in Iceland was not familiar with the 

topic. Subsequently, the market made a rapid adjustment in 2019” (S. Guðnadóttir, 

personal communication, April 30, 2020). She said there had been a sharp increase in the 

awareness on the topic in Iceland, especially after the implementation of ESG factors was 

required in the non-financial statement that securities market participants must comply 

with. Sigrún said that the pressure from investors is also increasing awareness.   

 Landsbankinn partnered with Lánasjóður sveitarfélaga (Municipality Credit 

Iceland) in issuing green bonds. “It was an instructive process and it meant a lot of work 

because to create the framework we had to include a substantial number of green projects 
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that municipalities could finance with green bonds” (S. Guðnadóttir, personal 

communication, April 30, 2020). Sigrún believes there are more opportunities in the green 

bond market looming for Landsbankinn and there are potential issuers of green bonds out 

there, which Landsbankinn can assist. Sigrún said that most of the bank’s clients are 

positive towards green bonds, but she added that companies must see the benefit of 

investing extra time and money in green issuance. “So far the issuance is not suitable for 

small businesses. I have been looking at a billion ISK as a minimum to spread the cost 

and the extra work” (S. Guðnadóttir, personal communication, April 30, 2020). She said 

that it is unfortunate because there are many small and medium sized companies that are 

interested in working with green financing, but the market is not quite there yet. She also 

believes that Landsbankinn can examine the possibility of issuing green bonds themselves 

to finance green loans to its customers.  

 When Sigrún is asked about how the green bond market in Iceland will evolve in 

the next five years, she said that there will clearly be more issuance. Sigrún also sees 

opportunities in other types of bonds related to social and environmental issues as social 

bonds, ESG bonds and SDG bonds.  

 Sigrún’s experience with the yield of green bonds is that issuers have not yet seen 

lower yield. “When issuing green bonds in international markets, the excess demand can 

lower the yield but the situation in Iceland has not reached that point. The investment 

volume is simply too limited and the largest investors, the pension funds, are all under 

the same regulatory framework” (S. Guðnadóttir, personal communication, April 30, 

2020). She said that there is inconsistency in what is expected of the pension funds, which 

are legally required to make responsible investments, but at the same time their main 

objective should be to maximize returns. Pension funds may not be willing to give a 

discount on the yield only because it’s a green investment because that will cause a lower 

yield to fund returns for their members. Helga underpins this by saying that there is a lack 

of incentives from the government’s side to cross this hurdle: “So I wonder if there should 

be some kind of incentives from the government for green investments” (S. Guðnadóttir, 

personal communication, April 30, 2020).   

 The risk to investors Sigrún said is like ordinary bonds, since you are looking at 

the overall credit rating and the balance sheet. “If you look at this from the issuers 

perspective there is always a reputational risk if projects that are funded turn out not to 

be green”.  She added: “However, it is also a certain marketing aspect because issuers are 

sending a clear signal to the market about their long-term environmental strategy, but 



 65 

then companies also must make sure that the environmental part is consistent with their 

current future plans” (S. Guðnadóttir, personal communication, April 30, 2020).  

 Sigrún said the expanded disclosure framework, longer issuance processes and 

increased cost can prevent organizations to issue green bonds. She added that it also 

depends on how businesses manage environmental issues. Companies with a well-defined 

environmental strategy that might have a specialist in environmental issues internally 

easily go through this process while companies that are not as well versed in 

environmental management need to procure all the data necessary as well as analysis to 

go through the process. The cost associated with that process can be a burden, although 

it depends much on the scope and complexity of the project. 

 Sigrún thinks green bonds have a positive image. “There have been certain 

sceptics, but these same individuals are slowly realizing the importance of managing 

environmental issues. When companies take their time and gather the necessary 

information, they see that it pays off in the long run” (S. Guðnadóttir, personal 

communication, April 30, 2020). The vision and reputation of green bonds is also 

changing. “If you are running a business, green bonds will have a positive image for the 

issuer which includes increased transparency for investors. This is something investors 

always prefer” (S. Guðnadóttir, personal communication, April 30, 2020). The process 

within a company to issue green bonds has also led to departments that rarely spoke 

together now having to work on projects. This supports increased internal alignment 

along with a certain environmental awareness that is good for everybody.  

 When asked about what Iceland can learn from the other Nordic countries in the 

green bond issuance, Sigrún said the Icelandic market has already learned a lot from them 

by looking at and learning from their experience and success. “Icelanders are always 

excited to see what foreign countries are doing and that will create an incentive for Iceland 

to follow in the green bond market” (S. Guðnadóttir, personal communication, April 30, 

2020). She takes an example of Sweden starting their process of green bond issuance 

before other countries were doing it and that Iceland might look into issuing green bonds 

by copying the Swedish issuance model. Sigrún also mentions that Sweden has made a 

common regulatory framework on how to share the information of annual progress 

reports that Iceland could implement to coordinate impact reporting. Sigrún added that 

Iceland is not the only country learning from the other Nordic countries, as the European 

Union are preparing common Green Bond Standards and have been looking to 

Scandinavia for best practices.  
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 The explanation for why Iceland has been lagging behind other Nordic countries 

is, according to Sigrún, that Icelanders have considered themselves to be very green for 

a long time because of green energy and because Icelanders have not seen the purpose of 

becoming greener. “Then it turns out that we are not particularly green when comparing 

our carbon footprint per capita to other countries” (S. Guðnadóttir, personal 

communication, April 30, 2020). She added that Iceland is also a small nation with a 

limited investment base.  

 Sigrún states that the values behind green bond issuance were initially a bit 

feminine. She said that it has been more prevalent for men to be skeptical in their nature 

but added that it has been changing rapidly in the past few years and men have been 

realizing that with increased awareness. 
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5 Discussion  
In this section, the results of the study will be compared with existing literature and the 

main conclusions will be summarized and discussed. This part will be divided into similar 

chapters as the result for available data and interviews for the purpose of presenting a 

clearer picture of the conclusion in each part.  

5.1 Comparative study  
The first part of the study was conducted with the aim of answering the question of what 

drives the Nordic countries to issue green bonds. In order to do so, it was necessary to 

identify what cultural factors in the Nordic countries could lead to the issuance of green 

bonds when both the size of the countries and their economic strength had been accounted 

for. A comparative study was used to compare the countries data with Hofstede’s Cultural 

behavioral factors for each Nordic country. The green bond in the Nordic countries were 

put into context by looking at the size of their economies and population. It allowed the 

nations to be compared more closely to green bonds as a percentage of GDP as well as 

green bonds per capita. 

5.1.1 Cultural characteristics in the Nordic countries 
The results showed that although the Nordic countries are in many parts similar, 

they differ in some ways when it comes to the green bond market. Sweden is most 

experienced in the issuance of green bonds and the Swedish market has become more 

developed than the markets in the other Nordic countries. This should not come as a 

surprise considering the fact that the origin of green bonds can be traced to Sweden 

(IPCC, 2008). Iceland, on the other hand, was late to adopt and start issuing green bonds 

and is therefore lagging behind the other Nordic countries when it comes to issuing green 

bonds. When economic and population factors have been considered, as a per dollar of 

green bonds issued per capita as well as green bonds value as a percentage of GDP, 

Sweden still leads the way in the green bond issuance. Sweden is a clear leader with 

Norway and Denmark in similar positions while Finland and Iceland trail with the lowest 

percentage of the GDP. Finland then scores the lowest on green bonds issued per capita. 

The average numbers of green bonds issuance between the countries can be a bit distorted 

and provides skewed numbers when countries, as Iceland and Finland, have not issued 

green bonds all the four years compared, from 2015 – 2018. For example, Iceland’s first 
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green bonds were issued in 2018, so the figure is on average significantly lower than in 

the other countries.  

After comparing Hofstede’s five dimensional factors and issuance of green bonds 

it can be concluded that the most dominant factors affecting the issuance of green bonds 

in the Nordic countries are the uncertainty avoidance and the masculinity factors. The 

results support both Mixa & Vaiman (2015) and Gudmundsdottir et al. (2014) studies that 

Iceland differs from the other Nordic countries in context to cultural dimensions.  

Sholten’s and Sievänen’s (2013) case study’s results are in line with the 

conclusion of this study. Sholten’s and Sievänen’s researched the drivers of SRI and the 

Nordic countries and their conclusion was that masculinity versus femininity and 

uncertainty avoidance were the factors that influenced the scope of SRI most in the Nordic 

countries and it was clear that the countries with higher masculinity (MAS) and 

uncertainty avoidance (UAI) had a smaller market for SRI. Their findings were based 

solely on the four of the Nordic countries with Iceland excluded. It could, however, be 

argued that the comparison between these countries is too narrow to be considered a solid 

indicator regarding global SRI drivers. Therefore, it might be interesting to look more 

closely at whether the results were the same with a wider sample of countries that would 

also strengthen the theory that SRI and green bonds are in a certain way linked and 

support that drivers for green bonds and SRI are to some extent the same.  

5.1.2 The Nordics versus the top seven green bond markets 
Because of the narrow dataset of the Nordic countries, it is hard to generalize 

findings, so the countries compared to green bonds and Hofstede were expanded. The 

expansion reached both countries that were in the top five list of green bond issuance 

volume in the world as well as the five largest countries by GDP due to similarities in the 

two sample pools. The countries chosen to compare to the Nordic countries were USA, 

China, France, Germany, Netherland, Japan and India. The countries together were 

referred to as the top seven. 

The research method comparing the top seven were the same as the approach used 

in the economic and population calculations for the Nordic countries but only uncertainty 

and masculinity factors were examined in order to see if the correlation was the same 

between the top seven and the Nordic countries. After comparing the top seven and the 

Nordic countries in issuance of green bonds per capita the Nordic countries have an 

average of USD 303 per capita compared to USD130 in the top seven group. Although 
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the Nordic countries are compared with the largest economies in the world and their 

combined economies would not even end up in top 10 largest economies in the world, all 

the Nordic countries have a larger amount of green bonds issued per capita (World Bank, 

2019). All five of the largest economies in the world have a lower GDP ratio than the 

Nordic countries that have a combined GDP of only 0.05% of top seven largest economies 

in the world. This indicates that something else drives green bond issuance than just the 

size of the economies.  

5.1.3 The Nordics versus the top seven cultural characteristics 
After looking further at the results on what drives green bond issuance, it could 

be concluded that the correlation between the uncertainty avoidance and the top seven 

regarding green bond issuance was not significant. However, there was a clear correlation 

between the nations with the lowest masculinity score and the highest issuance of green 

bonds relative to GDP. Figure 4 summarizes the research conclusion on the correlation 

of green bond issuance worldwide and masculinity factors. The correlation is parallel for 

all countries, but the correlation is strongest in the markets where the green bond issuance 

is most developed, such as in Sweden, China, USA, France, Germany and Netherlands.  

All the countries in the five largest economies in the world have a lower green 

bond over GDP ratio than the Nordic countries. The five largest economies all have 

masculinity factors over 55 and on average, the score is 69 while no Nordic country has 

a masculinity factor over 26 and their average masculinity score is approximately 15.  

The green bond market suffers for underdeveloped regulation frameworks where 

the market still relies on several different certification standards and no green bond laws 

or regulations exist. This can be considered a concern for the study as it can distort volume 

numbers on the issuance of green bonds in both ways.  

Feminine societies are considered more likely to stand for cooperation than the 

more masculine countries (Laitinen & Suvas, 2016). Based on the low masculinity factors 

in the Nordic countries it does not come as a surprise that the Nordic countries have one 

of the oldest regional partnership establishment in the world, called the Nordic Council 

(Nordic Co-operation, 2020). The strong and established cooperation between the Nordic 

countries could have affected the countries to behave similarly. Nations that are leading 

in green investments such as Sweden may have influenced other Nordic countries which 

were lagging behind, such as Iceland, to improve its green bond issuance. Climate change 

has further strengthened the Nordic co-operation, where the Nordic Council of Ministers 
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adopted a new vision to become the most sustainable and integrated region in the world 

by 2030 (Nordic Co-operation, 2019c). The Nordic CEOs for Sustainable Future has also 

been established to enable Nordic CEOs to collaborate and deliver more impact to reach 

the deadline of 2030 Sustainable Development Goals (Nordic CEOs, 2019).  

5.1.4 The result of the comparative analysis 
The results of the comparative analysis support the Hofstede model, where 

masculine societies seem to focus on material success and investors in these societies are 

more likely to focus on financial performances rather than non-financials. Femininity, on 

the other hand, is considered to be more sensitive, focusing on quality of life and thinking 

long-term in times of distress (Laitinen & Suvas, 2016). Characteristics of green bonds 

support feminine values, as they aim to deliver more than just financial gains by 

considering factors of distress in society and focus on quality of life. The increased 

disclosure of green bonds has also encouraged more cooperation between investors and 

green bond issuers with close and constructive dialogues (The World Bank, 2017). The 

above characteristics of both green bonds and femininity imply that there is a connection 

between their values.  

Bachlett et al. (2019) showed that corporations have to a greater extent started to 

recognize that managing their environmental impact could be more than just managing 

risk and might also increase the company’s economic performance. In recent years 

investors have become more interested in ESG related issues (Kell, 2018). This trend 

towards green financing is just getting started, states Larry Fink CEO and chairman of 

Black Rock, the largest investment management corporation in the world. He believes 

that investors are realizing that climate risk could be equal to investment risk (Fink, 2020). 

If it turns out that investors and companies are in larger amounts re-allocating capital 

towards green financing, the results of the comparative analysis also indicate that the 

reallocation of capital is also moving towards more feminine values.  

Other studies show that there is a positive relationship between companies’ 

environmental responsibility and their performances in the stock market (Flammer, 2013; 

Guenster et al., 2011) and how climate change can influence firms valuation (Kruger, 

2015). Based on the results of the research it can be said that high feminine values are not 

only attributable to environmental issues, but also to better business performances.  
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5.2 Quantitative study 
The intention of the second part of the study was to get a comprehensive overview 

of the Icelandic market by seeking the answer to the second research question about what 

the current status and potentials of the green bond market in Iceland is. As the Icelandic 

green bonds market is relatively young, little has been written about it. It is expected that 

in the coming years the subject will be researched further.  

5.2.1 The green bond market in Iceland 
The interviewees all agreed that the green bond market in Iceland was in its first 

steps and is very small, but the market is catching up and growing. Bjarni Herrera, CEO 

of Circular Solutions, and Helga Benediktsdóttir, Head of Treasury at City of Reykjavík, 

mentioned that lack of in-depth knowledge prevailed in the market and even likely issuers 

of green bonds were not familiar with the concept of green bonds. Sigrún Guðnadóttir, 

specialist in corporate banking at Landsbankinn, said there has been a sharp increase in 

awareness on the topic in Iceland, especially after the implementation of ESG factors was 

required in the non-financial statement that securities market participants must comply 

with. However, all interviewees agreed that the market was evolving in the right direction. 

This is in line with the market data where the percentage of green bonds went from 0.5% 

in July 2019 to around 0,8% in April 2020 (Circular Bonds, 2019). 

There was clear alignment between the interviewees that the market was 

expanding and there are great opportunities in the market. Bjarni spoke specifically about 

the fishing industry and the opportunity for Iceland to lead in that sector globally. 

Research suggests that there is actually a significant opportunity for Iceland to lead world-

wide with Guðmundsson and Burgess (2019) stating that that Iceland is in a good position 

to become the first nation to make all government bonds issuance green. Sigrún also sees 

opportunities in other types of bonds related to social and environmental issues. Helga 

underpins these trend discussions by stating that half of the bond market will be green in 

five years. She also believes that the green bond reporting will gradually seep into regular 

bond issuance because investors increasingly want to know how the money is invested, 

even though the investment will not always be green.  

Baldur Már Helgason, managing director at Reginn, assumes that a large 

proportion of real estate bonds will be green in less than five years. Helga and Baldur 

agree that green bonds will increase investors’ interest in the bonds, which means that 

they can get a better yield on regular bonds or larger amounts of money for the same 
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interest rates. This supports Flammer’s (2018) recent research, where she states that green 

bonds can attract green investors who would otherwise not invest. Sigrún agrees that 

excess demand can lower the yield and that has been the case in some international 

markets, but due to limited investment volume and homogeneity in Iceland, Icelandic 

investors have not reached that point yet.  

5.2.2 Green bonds as an investment option 
Baldur states that in order to grow and get better interest rates they also need to 

reach more investors and green bonds is one way to get attention from investors that 

otherwise would not invest in Iceland. This also indicates that the drivers of green 

financing have led to investors expanding their assets in companies with more ethical and 

environmental friendly strategies (Hong & Kacperczyk, 2007; Riedl & Smeets, 2017). In 

Iceland, Lánasjóður sveitafélaga (MCI) issued green bonds and regular bonds at the same 

time with the results of better rates for the green bonds (Lánasjóður sveitarfélaga, 2020). 

Helga said that City of Reykjavík issued green and regular bonds in quick successions 

and Helga concludes that when looking back they could not have issued the same amount 

of regular bonds without offering higher yield. Most of the academic articles about the 

difference in yield between a green bond and an equivalent synthetic conventional bond 

show different results. Recent studies on green bond pricing have shown results with 

negative premium (Baker et al., 2018; Barclays, 2015; Ehlers & Packer, 2017; 

Hachenberg & Schiereck, 2018; Zerbib, 2018) , neutral premium (Larcker & Watts, 2019) 

and positive premium (Karpf & Mandel, 2017) compared to regular bonds. Bjarni said 

that it is hard to determine the green premiums due to the relatively immature and young 

age of the green bond market. That supports Zerbib’s theory that literature for 

comparative valuation of green bonds aligned with the Green Bond Principles suffer from 

both the limited amount of research along with imperfect regulation of the liquidity 

premium (Zerbib, 2019).  

 Helga and Sigrún agree that the risk to investors of green bonds are like ordinary 

bonds, since you are looking at the overall credit rating and the balance sheet. From the 

issuer perspective, there is always a risk of bad reputation if projects that are funded turn 

out not to be green said Sigrún and added that there is also a marketing aspect to green 

bonds because the issuer is also sending a clear signal to the market about where the 

company is heading. Bjarni believes that green bonds could lower operating risks and 

other risk factors by addressing climate change as an underlying factor related to 
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problems affecting the global financial market. Baldur also states that the risk of the 

buildings for green bonds were lower because the certified buildings have less operational 

risks and should last longer than comparable non-green buildings. This backs up Kruger’s 

(2015) research where he states that investing in green assets can be linked to financial 

motives such as lower risk.  

 Helga and Baldur agree that the increased cost of green bonds by the external 

reviews and annual reports has not been a problem, as they both believe that they will get 

the money back in the long run. Sigrún said the expanded disclosure framework, longer 

issuance processes and increased cost can prevent organizations in issuing green bonds. 

Helga and Sigrún believe it is better for the issuer to provide more information and they 

think that it will increase demand. Eccles et al. (2011) research supports Helga’s and 

Sigrún’s vision of the benefits of increased information, where their research shows that 

companies that manage, measure and communicate their ESG performances do better 

than comparable companies. This goes against older research on corporate social 

responsibility where additional cost of being sustainable or socially responsible had 

negative effect on companies capital (Galaskiewicz, 1997; Navarro, 1988).  

 When asked what green investors are looking for in green bonds Helga said that 

investors are wondering what they are financing. Helga also admits that some investors 

are investing green just to meet certain standards and look good. Baldur declared that 

there is a big difference between investor relations now and one year ago with questions 

about the environmental impact of their business. Baldur added that they are part of a 

value chain that starts with young people who are paying into pension funds that invest 

in Reginn and they are wanting to know how their money is being invested for the next 

forty years. Sigrún agrees with Baldur that younger generations who will soon start 

investing have a different mindset and will not accept investments that does not benefit 

the environment or the society. This supports Harpa Jónsdóttir’s (Viðskiptablaðið, 2019b) 

argument that pension funds have a responsibility and could stop investing entirely in 

certain sectors if it does not fit their strategy. It could have a major impact on the Icelandic 

bond market if Icelandic pension funds adopt strict green bond strategies. It seems to be 

moving in a similar direction as in other countries where pension funds, institutional 

investors and other asset owners are increasingly demanding sustainable investment 

strategies for their clients (Eccles & Klimenko, 2019). Sigrún states that there is 

inconsistency in what is expected of the pension funds, which are legally required to make 

responsible investments, but at the same time their main objective should be to maximize 
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returns. Sigrún underpins this by saying that there is a lack of incentives from the 

government’s side. This underlines what Iceland’s Prime Minister has pointed out 

regarding the importance of incentives and make to the taxation beneficial to companies 

that choose green financing (Stjórnarráðið, 2019). 

Bjarni said that investors are becoming more aware and are looking to reduce the 

risk of their investments, looking for greater diversification in their portfolio and 

responding to external pressure to invest in something sustainable. He believes that 

investors will increasingly invest more capital in green bonds as green markets will grow 

larger although brown bonds will continue to be a relevant investment option. Bjarni 

added that investors are increasingly looking into other factors than financial factors but 

thinks that the financial ones will be the primary drivers in the decision-making process. 

This is in line with investors interest in ESG related issues since one fourth of all 

professionally managed assets globally were ESG investing (Kell, 2018). Bjarni said that 

clear and forward-thinking strategies of companies give evidence of non-financial factors 

in their operations and provide investors with better information which he thinks plays a 

role for decision making. This is in line with other studies that have shown that companies 

with a well-defined social strategy (Ghoula et al., 2011) or a small environmental impact 

(Heinkel et al., 2009) benefit from a lower cost of equity. 

5.2.3 The reputation of green bonds 
Helga states that the reputation of green bonds compared to other bonds must be 

changing as there are more and more investors and companies in the world that 

completely exclude brown investments. Heinkel et al. (2009) showed that ethical and 

green investing can have a major effect on companies with large environmental 

footprints. These conventional companies have fewer investors since green investors 

exclude them from their investment strategies, leading to the risk to be shared by fewer 

investors that will eventually raise their cost of capital with lower stock prices. Bjarni 

said that globally green bonds as a concept has changed a lot in recent years as the field 

becomes more robust and the story around green bonds is becoming stronger. In Iceland, 

Bjarni said that the perception of green bonds changed after Viðskiptaþing 2020 where 

the topic was sustainability and green bonds. After the conference the interest in 

sustainable business and green financing increased. Sigrún agrees that the sceptic 

individuals are slowly realizing the importance of managing environmental issues.  
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5.2.4 Iceland and the Nordic countries  
The interviewees all agree that Iceland can learn a lot from the other Nordic 

countries. Helga said that the main thing Iceland can learn from other countries is how to 

behave towards our planet in a disciplined way on an everyday basis. Bjarni and Sigrún 

both said that Iceland has already learned a lot from the Nordic countries, as the issuance 

of the first green bonds were issued in accordance with the Nordic best practices. Bjarni 

added that Iceland can also learn from the highly developed sustainability strategies, 

performance at the highest level when measuring sustainability performances and lead in 

the green bond issuance. Little knowledge or experience exist regarding this in Iceland.  

The interviewees answers about the main reason for Iceland lagging behind the 

other Nordic countries were unanimous; the Icelandic market is small and isolated 

compared to the other Nordic countries. Bjarni also said that a part of the reason is that 

Iceland started late, and executives are still realizing how sustainability and financial 

values go together. Baldur added that it could be linked to different interests of the 

investors, where Swedish pension funds may have been more forward-thinking than 

others which could be a contributing factor for Sweden leading by an example.  

5.2.5 Masculinity versus femininity 

 The last question in the interview was whether the respondents felt like male or 

female values can be linked to environmental issues and the issuance of green bonds. 

Helga does not think she has experienced it but added that it might have been considered 

more feminine at some point. Baldur said that from his own experience the finance sector 

has always been male dominant, but environmental issues considered female dominant. 

In Baldur’s opinion the passion and the purpose has been more feminine but when it turns 

into operation and finance it is more masculine. He nevertheless thinks it can work well 

together. Bjarni said that after working with a number of companies in the Icelandic green 

bond market, 75% of the customers’ counterparts have been female. Bjarni said that until 

a year ago green bonds were considered soft and intangible and not a priority within 

companies, but the market is gaining more weight quickly and men are increasingly 

showing more interest. Bjarni added that sustainability and environmental issues have 

historically been considered softer or more feminine. Sigrún states that the values behind 

green bonds were initially a bit feminine and she said that it has been more prevalent for 

men to be skeptical towards them but added that it has been changing rapidly in the past 

year. Based on the interviewees’ answers, it can be concluded that the Icelandic market 
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has been driven on values that are more feminine in the past few years, but this seems to 

be balancing out. Interestingly at the same time, the reputation of green bonds is changing 

in the Icelandic market. The reason may be that investors and organizations are realizing 

that climate risk can have a lasting and detrimental effect on the operations. This supports 

the Global Risk Report by The World Economic Forum where the risk has changed from 

economic threat to threats where extreme weather and climate change policy failures are 

considered among the most dangerous threats to the world (World Economic Forum, 

2019b).  

5.2.6 Results of qualitative research 
 The main results of the overview of the Icelandic green bond market is that the 

market is immature and at its very first steps with the associated lack of knowledge. The 

market is driven by a few individuals who seem to have good knowledge in the field. The 

market seems to be growing, both when it comes to interested issuers but also with 

investors becoming more aware and willing to develop focused green investment policies. 

The return on green bonds compared to others has been favorable to green bonds in 

Iceland but it is too early to make a statement due to the early stages of the development 

of the market. The interviewees all agreed that green bonds are becoming more 

established and will in coming years be a larger part of the bond market. The green bond 

framework could possibly lead to further disclosure in normal bonds. There is a difference 

between investors now and a year ago where investors are demanding more information 

in more detail about what they are investing in as well as the social and environmental 

footprint of businesses. The reputation of green bonds has changed substantially in a short 

period of time and there are many opportunities opening up in the green bond market.  

  Interviewees all agreed that Iceland could learn a lot from the Nordic countries. 

Icelandic organizations and investors need to implement their sustainability vision into 

their core business by investing more money in sustainability and stop treating 

environmental issues as a side project. It has been proven that dedication in environmental 

issues leads to better financial benefits (Flammer, 2018). 

 The results of the comparative analysis in the first part were in line with the 

answers of the last question of the interviews, where the interviewees found the Icelandic 

bond market more feminine in general. That strengthens the comparative study that green 

bonds are driven by feminine values in countries. 

 



 77 

5.3 Limitation and further research recommendations 
The comparable part of the study is mainly limited in three ways. First, the global green 

bond market is relatively young and immature and is still in the early stages of its 

development. As a result, the sample of green bonds in the research is small; many 

countries have barely started issuing green bonds during the study period, which could 

distort the data and results. More consistent data for an extended period would be 

beneficial and prevent distortion of the numbers of green bonds issuance. Second, the 

green bond market suffers for imperfect laws and regulations, where the market still relies 

on different certification standards and no unified legal form exists. Third, when the 

Hofstede five-dimensional framework is applied, all external causes and other factors that 

can be affected are not considered. One of the disadvantages of the Hofstede model is 

that it is impossible to classify an entire nation under the same cultural factor, which make 

the factors only a basic idea of how it is reflected in real life actions (Jones, 2007).  

It would be interesting to research further whether the results of feminine drivers 

of green bonds in specific countries or economies translate to corporate executives and 

business or public leaders as well. Even though it is possible to estimate that there are 

positive effects between feminine values and green bond issuance, it could be due to 

limitations in this study, such as small sample size and undeveloped market. This requires 

further research to provide further insights into the core drivers of green bond issuance.  

Therefore, it might be interesting to look more closely at whether the results were 

the same with a wider sample of countries that would also strengthen the theory that SRI 

and green bonds are in a certain way linked and support that drivers for green bonds and 

SRI are to some extent the same.  

 The qualitative part of the study is limited to the relatively limited presence of 

green bonds on the Icelandic financial market. Since the market is so young it is hard to 

identify and get a comprehensive overview. The market in Iceland has been active since 

December 2018, which indicates that the market is hard to analyze and henceforth it is 

difficult to predict the future of the market. The young market also makes it difficult to 

describe the Icelandic market without talking generally about the global market.  

Since the global green bond market started in 2007, the active global market started 

significant issuance of green bonds in 2015 and the Icelandic market only started late in 

2018 it would be interesting to recreate the same analysis later when the market will be 

more mature. That would allow a conclusion to be drawn based on a longer sample period 

and bigger sample of green bonds, which could refine the limited sample size that this 
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research had to rely on. This applies to both parts of the research; to monitor the 

correlation as the green bonds market matures to identify if the correlation between 

femininity and green bond issuance as the years go by and the volume increases as well 

as for the more detailed overview of the current status and the potential of the Icelandic 

green bond market.  

5.4 Closing words 
Adapting to climate change instead of resisting it seems to be the most reasonable and 

sustainable long-term strategy both the public and the private sector can design and 

execute. Climate change risk is drawing many similarities to the threat the world is 

experiencing with coronavirus. Watching the pandemics detrimental effect on the health 

of people, as well as the economies of the world, it can be stated that failing to deal with 

the effects of climate change is too expensive from numerous standpoints and we need to 

react timely and accordingly. Moving towards the Paris Agreement, by keeping global 

warming below 2°C, the private and public sector must work together. Investors are 

increasingly becoming aware of the climate change challenges, and green bonds could 

finance the translation towards a more sustainable world. In recent years, green bonds 

have shown that it is not a short-term trend and green investment strategies are becoming 

mainstream. Although research on green bonds is in its early stages, the research already 

conducted has shown positive market responses, evidence of improved financial end 

environmental performances and the possible attraction of long-term investors. 

 According to the results of the comparative research, it can be argued that a key 

driver of green bond issuance is feminine values. The interviews supported these findings 

and it was the interviewees’ opinion that it might be because environmental factors have 

historically been considered more feminine. Based on increased pressure from investors, 

consumers and governments on more social and sustainable projects it can be anticipated 

that green financing is a big part of the future of financial markets, where green bonds 

will play a large role. It indicates that business practices are slowly moving towards a 

more feminine long-term vision where environmental and social factors are considered 

superior to the masculine vision of only materialistic financial success.  

“How dare you pretend that this can be solved with business as usual and some 

technical solutions?” asked Greta Thunberg (2019). From the results of this study it could 

be argued that it is possible to change the corporate business as usual by reducing 

masculine behaviors and values of focusing on quick material success in corporations and 



 79 

increase feminine values of modest believes, cooperation and focus on the environment 

and greater quality of life to fighting against climate changes.  

Considering how the Icelandic market has adapted quickly in the issuance of green 

bonds and the interviewees all agree that their reason for considering and issuing them is 

long-term, consistent and in line with the organizational core business strategies the 

Icelandic green bond market will continue to grow and develop. With increased 

experience in international markets and growing knowledge in Iceland, managers will 

realize that sustainability and financial values do go together. “Almost a complete 

redesign of the 20th Century is needed [...] but it has to happen as fast or even faster than 

humans developed flight, nuclear energy and computer technology” said Andri Snær 

Magnasson in his book Um tímann og vatnið (Magnason, 2019, p. 299). 

Iceland may not be able to completely redesign the 20th century as fast or faster than 

humans developed flight and computer technology, but the Icelandic market would 

benefit from adopting even more feminine values in its business practices. By looking for 

other factors in business than the financial performances, increasing the importance of 

sustainability and resilience within organizations will pay off in the long-run and gives 

future generations the opportunity to live a long, happy and prosperous life in harmony 

with our planet. It should, therefore, be beneficial both for the environment and the 

business environment in the long-term to adapt more feminine values to make strategic 

and financial decisions.   

Although the Covid-19 pandemic has brought the world a number of grave 

challenges, a positive side of the situation can be seen. The goal of the Paris Agreement 

is a viable option if the world changes its behavior. The world’s economies will not be 

turned off, but rebuilding must take place. Now is the opportunity to kick-start the world’s 

economies parallel with the climate fight. It has never been such a good time to build the 

world’s economy on a green foundation that is conceived with long-term perspectives in 

mind. The time for increased green change is happening now, not just for the environment 

but also for the economies, businesses, people and the planet.  
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Appendix A: Questionnaire 
The green bond market in Iceland  

- Can you describe your experience of the green bond market in Iceland?  

- Are there increased opportunities for your company in green bonds?  

- How do you think the green bond market in Iceland will develop over the next 

five years?  

 

Green bonds as an investment option  

- How is your experience of the yield of green bonds in Iceland compared to other 

bonds?  

- Do you think the risk of green bonds is different from other bonds?  

- What do you think investors are looking for in green bonds investment?  

- Do you think investors are increasingly seeking more in investment than the 

financial factors?  

- Do you think in the future investors will choose green bonds over other bonds?  

- Do you think that the cost of increased disclosure and annual progress reports is 

something that prevents companies and institutions from issuing green bonds?   

 

The appearance and reputation of green bonds  

- Do you think green bonds have different reputation than ordinary bonds?  

- Do you think reputation have changed in recent years?  

 

Iceland and the Nordic countries 

- How do you think Iceland can learn from other Nordic countries in green bond 

issuance? 

- What would you think is the explanation that Iceland is lagging other Nordic 

countries in the green bond issuance?  

 

Masculinity vs. femininity 

- In your experience, do you think there are male or female values linked to 

environmental issues and green bond issuance?  
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Appendix B: Data for comparative analysis 

Table B: Population from 2015 – 2019 

 

Table B1: GDP in millions of US dollars from 2015 – 2019  


