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The first green bonds financing low-carbon
student housing

According to the World Bank, Kenya needs to build 250,000 homes annually for four years to erase its
housing deficit of 2 million homes, even as some 60% of Nairobi's population lives in slums. In 2019, Acorn
Holding, a Kenyan property development company, issued East Africa’s first-ever green bonds. Initial evi-
dence is now available to assess the mechanisms and impact of this financial instrument for developing
affordable, low-carbon student housing.

A development project
supported at the natio-
nal level

In 2017, President Uhuru Kenyatta
launched the Big 4 Agenda, a develop-
ment programme with four objectives:
1) food security; 2) affordable housing;
3) manufacturing; and 4) affordable
healthcare. Under this programme, the
government pledged to deliver 500,000
homes by 2022, to be sold at prices ran-
ging from $6,000 to $30,000. According
to available analyses, this target is far
from being met.

In parallel, however, the Kenyan go-
vernment also launched the Green
Bonds Programme Kenya (GBPK), in
partnership with Financial Sector Dee-
pening Africa (supported by the UK,
Kenya's largest bilateral donor), the
Kenya Bankers Association (KBA), the
Nairobi Securities Exchange, the Climate
Bonds Initiative and the Dutch deve-
lopment bank FMO. The programme
aims to support innovative financial
instruments to develop the green bond
market in Kenya, notably through tax
exemptions.

Two years later, Acorn Holding, a de-
veloper, operator and manager of
housing assets in sub-Saharan Africa,
issued the first green bonds in East
Africa. The bonds, listed on the Lon-
don Stock Exchange and the Nairobi
Securities Exchange, raised 4.3 billion
Kenyan shillings ($35.7 million) to build
50,000 low-carbon student homes. The
bonds are certified by the UK Climate
Bonds Initiative for the project's poten-

tial contribution to reducing emissions
from residential buildings. The designs
are certified to the Excellence in Design
for Greater Efficiencies (EDGE) green
building standard, promoted by the
International Development Finance
Club (IDFQ). In fact, this is the first Kenyan
green bond to be certified by an inter-
national agency.

A robust financial eco-
system to buttress the
bonds

Green bonds address Acorn’s need to
secure the capital outlays that must
be advanced for building construction.
The ratio the between high short-term
capital costs of construction and the
long-term savings generated by the
energy performance of an efficient buil-
ding can slow down investment deci-
sions. This is why Acorn has developed
a financial ecosystem complementary
toits green bonds which, together with
the guarantees provided by internatio-
nal lenders, helps to secure the project.
Firstly, a D-REIT (Real Estate Investment
Trust specialising in development and
construction) was created to undertake,
develop and stabilise the operations
of the certified buildings using its own
funds. The green bonds issued, which
have a maturity of five years and a fixed
interest rate of 12.25%, provided addi-
tional capital through debt. Lastly, an
I-REIT (I forincome) is set to acquire the
properties and become the long-term
owner and operator. GuarantCo, a gua-
rantee fund for infrastructure projects
in Africa and Asiag, owned by FMO and

PIDG, and funded by the UK, Swiss, Swe-
dish, Australian and Dutch governments,
guarantees 50% of the principal and
interest of the green bonds.

Since the start of the project, eight
low-carbon housing projects have been
launched—providing accommodation
for 7000 students. All of the homes are
equipped with solar panels and solar
water heaters, as well as sustainable
water management equipment.

In Kenyaq, the use of green bonds is be-
ginning to take off. Laikipia County is-
sued the country's first municipal bonds
in May 2022 to finance infrastructure pro-
jects (water, roads, etc.). Nairobi County
authorities are planning to launch a
new $1.2 billion green bond issue on
the Nairobi Securities Exchange to fi-
nance infrastructure projects aimed at
accelerating the green transition and
adapting to climate change.


https://theconversation.com/kenyas-push-for-affordable-housing-is-creating-opportunities-despite-barriers-183553
https://theconversation.com/kenyas-slums-are-a-haven-for-viruses-heres-what-we-know-134566
https://sfi.kba.co.ke/uploads/case-studies/pdf/Acorn%20Holdings%20-%20Green%20Bond%20Issuance%20Case%20Study.pdf
https://sfi.kba.co.ke/uploads/case-studies/pdf/Acorn%20Holdings%20-%20Green%20Bond%20Issuance%20Case%20Study.pdf
https://www.hudumanamba.go.ke/the-big-4/
https://theconversation.com/kenyas-push-for-affordable-housing-is-creating-opportunities-despite-barriers-183553
https://www.greenbondskenya.co.ke/
https://www.greenbondskenya.co.ke/
https://edgebuildings.com/edge-standard-provides-key-benefit-for-kenyas-affordable-housing-developers/
https://www.climatepolicyinitiative.org/wp-content/uploads/2022/08/Climate_Innovation_Finance_for_Africa.pdf
https://www.greengrowthknowledge.org/case-studies/success-east-africas-debut-green-bond-issue-case-acorn-holdings
https://laikipia.go.ke/1427/national-cabinet-approves-infrastructure-bond/
https://www.afrik21.africa/kenya-nairobi-emettra-une-obligation-verte-de-12-md-pour-des-projets-ecologiques/

	case study
	The first green bonds financing low-carbon student housing


