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GREEN BANKING IN INDIA:
PATHWAY TO

Green banking in India has emerged as a Vital\
tool for promoting sustainable development,
aligning financial growth with environmental
responsibility. This study outlinesthe green
banking initiatives and practices adopted
by major Indian banks. It also highlights
challenges such as limited awareness, high
initial costs, regulatory uncertaintiesand skill
gaps. Additionally, it identifies opportunities
arising from government incentives, growing
environmental consciousness and reputational
benefits.Regulatory support from RBI, SEBI,
MOoEFCC, IBA and BIS has strengthened
the sector’s commitment to sustainability
and ESG compliance. By embedding green
practices into operations and lending, Indian
banks are contributing to renewable energy,
eco-friendly infrastructure, and climate
resilience, positioning green banking as
essential for responsible economic growth.

Introduction

apid industrialization and economic

growth have intensified environmental

challenges such as pollution, resource

epletion and climate change.

Balancing economic development with ecological
preservation has therefore become a pressing
concern. Sustainability has therefore become a global
imperative, aiming to balance economic progress with
environmental protection. This approach emphasizes
renewable energy, waste management, and eco-
friendly production processes under the “reduce,
reuse, recycle” principle. It emphasizes growth that
safeguards both present and future needs (Reddy,
2018; World Bank, 2022; Panse and Sharma,2023).
Hence, adopting sustainable practices has become
essential for ensuring long-term economic stability
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and social well-being, fostering harmony between
nature and development.

Concept of Green Banking

With growing global concern for the environment,
the banking sector is also shifting toward sustainable
practices through “Green Banking”. Green banking
aligns with this vision by integrating environmental
considerations into financial operations. Through
green finance and eco-focused investments, banks can
promote renewable energy, sustainable agriculture,
and cleaner industries (Panse and Sharma, 2023;
Agarwal and Singh, 2023). This approach not
only reduces the sector’s carbon footprint but also
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positions green banking as a strategic necessity for
India’s sustainable growth (Panse and Sharma,2023).
The primary goal is to protect and preserve natural
resources and the environment by eliminating
unsustainable practices.It also seeks to combat global
warming and climate change through initiatives
that promote sustainability and reduce pressure on
natural ecosystems. India’s initial strategic move
toward environmental sustainability was the signing
of the International Solar Alliance with France
on 1 December 2015, aimed at fostering global
collaboration to address climate change (IEA, 2015).

1. Core Elements of Green Banking

a. Eco-Friendly Operations— Banks are
integrating eco-friendly practices into
operations and financing, including energy-
efficient offices, digital platforms, and
reduced paper usage.

b. Sustainable Lending Practices— Banks
are incorporating environmental criteria
into credit appraisal and loan approval
processes to mitigate environmental risks
and ensure that funded projects align with
sustainability objectives.

c. Awareness and Capacity Building— Banks
are raising awareness among employees,
customers, and stakeholders to foster
environmentally conscious behavior and
green initiatives.

Regulatory Mechanism for Green Banking in
India

India has developed a regulatory framework to
support sustainable banking. Several authorities
oversee and guide green initiatives in the financial
sector:

Authority

Role in Green Banking

Key Provisions

I. Reserve Bank of
India (RBI)

Promotes sustainable finance and green
banking guidelines for commercial banks.
Encourages credit flow to renewable
energy and eco-friendly projects.

Guidelineson Environmental and Social
Risk Management forbanks (2019); Green
Finance & Sustainable Banking Initiatives
(2020).

I1. Ministry of
Environment, Forest
& Climate Change
(MoEFCC)

Sets environmental standards and policies
that influence banking and investment
decisions.

National Action Plan on Climate
Change (2016 and 2020); Draft National
Environmental Policy (2020).

IV. Indian Banks’
Association (IBA)

Guides banks on implementing green
banking practices and sustainability
policies.

Green Banking Guidelines (2017);
National Voluntary Guidelines (2017).

II1. Securities and
Exchange Board of
India (SEBI)

Mandates ESG disclosures for listed
companies. Regulates issuance of
green bonds and sustainable financial
instruments.

Business Responsibility and Sustainability
Report (BRSR) framework (2021); Green
Bond Guidelines (2022).

V. Bureau of Indian

Establishes national standards for green
buildings, energy-efficient construction

Green Building Standards (2019)

Standards (BIS) materials, and sustainable technologies;
offers certification to assess compliance.
Objectives c. To assess the challenges and opportunities in

This study endeavors to:

a. To study the green banking initiatives and

sustainable practices implemented by India’s

leading banks.

b. To study the major green finance instruments

promoting green finance for banks.

Green Banking Practices Adopted by India’s
Major Banks

The State Bank of India (SBI) has been a

offered by Indian banks.
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frontrunner in promoting sustainable finance since
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2015, launching initiatives such as green branches
and solar-powered ATMs. It has issued green bonds
worth USD 650 million and actively finances
renewable energy, energy-efficient technologies
and environmentally responsible projects to
reduce its carbon footprint. The HDFC Bank has
strengthened its sustainability framework from
2016 onwards by offering energy-efficient home
loans, promoting paperless and digital banking and
developing ESG-aligned investment products. Its
initiatives aim to combine profitability with long-
term environmental responsibility. Axis Bank began
advancing its green banking practices in 2016,
issuing green bonds to support clean energy projects
and financing sustainable infrastructure. The bank
has also introduced eco-friendly branch operations
and energy-saving measures across its network.
Since 2016, ICICI Bank has actively financed solar
and wind energy projects, issued green bonds, and
supported low-carbon development initiatives. The
bank has embedded sustainability into its lending
practices and corporate operations to align with

global environmental standards. Since 2018, Canara
Bankhas implemented internal sustainability
measures across its branches. It has offered financing
for renewable energy, green housing, and sustainable
agricultural projects, reflecting its commitment to
environmental preservation.The Yes Bank has been
a pioneer in India’s sustainable finance movement
since 2015, becoming the first Indian bank to issue
green bonds. It actively finances renewable energy,
and ESG-driven investments, while publishing
transparent sustainability reports to track progress.
Lastly, Bank of Baroda (BoB) has been advancing
its green banking practicessince 2019 via loans for
green buildings, renewable energy installations, and
energy-efficient technologies.It committed in 2025
that it will reach net-zero emissions by 2057.

Green Finance Instruments Issuedby Banks
in India

Indian banks have developed a range of green
finance instruments to support environmentally
sustainable development. These include:

Green Finance

Description
Instrument

Key Issued by Indian Banks

Green Bonds

Debt securities issued to raise funds for
environmentally sustainable projects.

Yes Bank (India’s first green bond in 2015), SBI
Green Bonds (2018), Axis Bank Green Bonds.

Green Loans

Loans provided for projects with
environmental benefits such as
energy efficiency, pollution control or
sustainable agriculture.

IDBI Bank’s Green Project Finance (2016); SBI’s
loans for solar rooftop installations (2018).

Green Deposits

Deposits mobilized from customers
are channelled into eco-conscious and
sustainable development ventures.

HDFC Bank (2021), IndusInd Bank (2022) and
Federal Bank (2023) Green Deposit Schemes.

Carbon Credit
Financing

Financial support for projects
generating carbon credits under Clean
Development Mechanism (CDM).

SBI (2019), IDBI Bank (2016), Yes Bank (2015)
and PNB (2017)CDM-related project support.

Green Mutual

Investments in funds that focus on
environmental, social, and governance

SBI Magnum Equity ESG Fund; ICICI Prudential

management.

Funds / ETF . . ESG Fund.
unds s (ESG) compliant companies. o
Funding for eco-friendly infrastructure | NABARD Rural Infrastructure Development Fund
Green projects over a longer horizon, (RIDF — green focus strengthened 2010s); EXIM
Infrastructure covering renewable energy, urban Bank Green Infrastructure Support (2018); SBI
Funds transport, and waste and water Infrastructure Fund (2017);Kotak Infrastructure

Investment Fund — Green Focus (2020)
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Challenges and Opportunities:

This table outlines the main challenges and opportunities banks face in adopting green banking, focusing
on adoption, risk management, and competitive advantage.

banking products.

Sl .
No Challenges Opportunities

Lack of Awareness- Limited knowledge Rising Environmental Consciousness- Growing public
I among customers and businesses about green and corporate interest in sustainability increases demand

for green financial solutions.

High Initial Costs-Investment in sustainable
II. | projects and green infrastructure are often
expensive, posing financial constraints.

Government Incentives: Supportive policies, subsidies,
and regulatory frameworks encourage investment in
environmentally friendly initiatives

Regulatory Hurdles- Inconsistent policies and

Emerging Markets: Opportunities exist in financing

green projects.

II1. N . renewable energy, sustainable agriculture, eco-tourism,
unclear guidelines may slow adoption. ;
and green housing
Limited Expertise- Banks may lack skilled . . . .
IV. | personnel to assess environmental risks and Reputation and Branding- Adopting green banking

enhances public image and builds customer loyalty.

Market Penetration: Eco-friendly financial
V. products may experience slow uptake,
potentially affecting profitability.

Risk Mitigation- Financing environmentally
responsible projects reduce exposure to regulatory,
credit, and operational risks.

Conclusion

Green banking in India has emerged as a powerful
driver of sustainable development, aligning financial
growth with environmental responsibility. Despite
challenges like limited awareness, high initial costs,
regulatory uncertainties, and limited expertise, the
sector continues to advance.Over the years, initiatives
such as green bonds, renewable energy financing, and
paperless operations have transformed the way Indian
banks conduct business. Regulatory support from the
RBI, SEBI, and MoEFCC has further strengthened
the sector’s commitment to sustainability and ESG
compliance(RBI, 2019; SEBI, 2021; MoEFCC, 2020).

As India moves toward its net-zero and climate
resilience goals, green banking is no longer optional
but essential. By embedding sustainability into their
strategies, banks are not only reducing environmental
risks but also unlocking new opportunities for
responsible growth, ensuring that economic progress
and ecological balance advance hand in hand.
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