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INNOVATION
Financing Steel Decarbonization (FSD) is the first 
instrument to target the mobilization of private finance 
into commercially available, but sparsely adopted, and 
new pre-commercial stage low-carbon technologies 
for decarbonizing steel, a hard-to-abate sector,  While 
there are already several investment vehicles supporting 
technology start-ups to commercialize technologies 
such as green hydrogen and carbon capture, FSD will 
also be the first to focus directly on financing technology 
adopters and providing steel companies and other 
private industry players with early-stage technical 
assistance and implementation support.Steel is a highly emission-intensive sector responsible 

for around 10% of energy emissions in India, the world’s 
second-largest steel producer. Alignment with the Paris 
Agreement and India’s target to achieve net zero by 
2070 will therefore require the sector to transition to 
low-carbon pathways immediately.

Steel decarbonization entails many new and innovative 
technologies like green hydrogen and carbon capture, 
which have not fully reached the market. In India, even 
commercially available technologies remain under-
utilized, resulting in a much higher emission intensity 
than the global average. 

The adoption of these technologies requires around 
USD 200 billion globally, per year, until 2050, plus 
USD 2 trillion in necessary infrastructure. Such large-
scale investments need a robust enabling ecosystem 
comprising the right policy and market conditions and 
financial and non-financial de-risking measures.

IMPACT
Over its five-year investment period, FSD would 
deploy nearly USD 1 billion, and mobilize an additional 
USD 3.4 billion in private investments for low-carbon 
steel production. This would lead to a reduction in the 
emission intensity of steel production by an average 
25% of about 20 MTPA capacity. Over the lifetime 
production of steel from this capacity, this would result 
in a cumulative emission savings of 250 MtCO2.  FSD 
could mitigate 0.25 tCO2  for every USD invested and 
0.47 tCO2 for every USD of concessional public finance. 
The FSD mechanism can be replicated in other hard-to-
abate sectors like cement, fertilizers, and chemicals and 
in different geographies, including countries in eastern 
Europe and southeast Asia.
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FINANCING STEEL 
DECARBONIZATION

Financing Steel Decarbonization combines 
technical assistance, low-cost patient 
capital, and implementation stage support to 
prepare, invest in, and de-risk decarbonization 
technology projects for low-carbon steel 
production, while supporting the development 
of the wider industrial ecosystem.

DESIGN
The FSD mechanism consists of two financially and 
legally separate entities – the Steel Decarbonization 
Financing Facility (SDF), and the Steel Decarbonization 
Initiative (SDI). 

SDF consists of a blended debt Technology Fund, 
capitalized equally by concessional and commercial 
finance, that will invest nearly USD 1 billion over five 
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INVESTMENT OPPORTUNITIES
TYPE ROLE OF CAPITAL AMOUNT

USD 98M 
per year

USD 10M

USD 10M

USD 18.5M

USD 98M 
per year

Junior (equity) position 
in the Fund

Capitalize SDF’s TA 
Facility

Establish and 
operationalize SDF and SDI

Equity stake in SDI

Senior position in the Fund

CONCESSIONAL 
DEBT

GRANTS (NON-
REIMBURSABLE)

GRANTS

PRIVATE EQUITY

COMMERCIAL DEBT

TEAM
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The Global Innovation Lab for Climate Finance identifies, develops, and launches innovative finance instruments that can drive billions in private 
investment to action on climate change and sustainable development. The Lab’s 2022 programs have been funded by the German Federal 
Ministry for the Environment, Nature Conservation, Nuclear Safety and Consumer Protection (BMUV), the German Federal Ministry for Economic 
Cooperation and Development (BMZ), the Swedish International Development Cooperation Agency (SIDA), US Department of State, and the UK 
Department for Business, Energy & Industrial Strategy (BEIS). Climate Policy Initiative (CPI) serves as Secretariat and analytical provider.

years into both commercially available, and new and 
innovative technologies, and a complementing technical 
assistance facility that will provide early-stage support 
for project preparation to steel companies through 
grants and, in turn, create a pipeline of bankable 
projects for the fund. 

SDI will be a one-stop service provider to steel 
companies for developing and implementing 
decarbonization projects. Depending on the needs 
and the development stage of the project, the services 
provided by SDI will include (1) technical assistance; 
(2) impact monitoring, verification, and reporting to 
investors and stakeholders; (3) facilitation of off-take 

agreements for steel companies with customers of value 
products like green steel, carbon credits and captured 
CO2; (4) a platform for networking and partnering 
with wider ecosystem players. These essential bespoke 
services by SDI will be bundled to mitigate investment 
risks and promote stakeholder transparency.


