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ABSTRACT

We analyse the transparency of Brazilian companies issuing green, social and sustainability (GSS) bonds
by conducting a content analysis of the pre- and post-issuance reports and indentures of GSS bonds
issued in 2021, which was the year with the highest issuance volume. Brazil was selected as it is the
largest Latin American market in terms of both market capitalisation and GSS bond issuance, and
because of the role these bonds could play in financing activities that protect Brazil's natural capital
and help it to achieve its social goals. We found low disclosure rates, with 26% of issuers publishing a
bond framework, 21% of transactions having an allocation report, and 27% having an impact report. We
also found that penalty mechanisms of bond indentures for non-reporting are not being implemented:
although 87% of transactions stipulate sanctions, most issuers still do not publish post-issuance reports.
The findings suggest that the cost of compliance discourages issuer disclosure and that issuers see little
value in improving transparency, while investors are not demanding further reporting, raising questions
about the materiality of this information. This paper contributes to the literature on labelled bonds
and greenwashing by analysing how companies engage in greenwashing behaviour through omitting
material information to assess bond performance (i.e. a gap in ‘disclosure’ promises) when the cost-
benefit of disclosure is unfavourable. For practitioners, the findings underscore the need to establish
standardised documentation for GSS bond issuances, with data accessible via a public database.

Keywords: Green bonds; Greenwashing; Self-regulation; Reporting

RESUMO

O artigo analisa o grau de transparéncia das empresas brasileiras emissoras de titulos verdes, sociais e
de sustentabilidade (GSS, na sigla em inglés) por meio de uma analise de contelido de relatérios de pré e
pbs-emissao e escrituras de titulos GSS emitidos em 2021, ano com o maior volume de emissdes. O Brasil
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foi selecionado por ser o maior mercado da América Latina em termos de capitaliza¢do de mercado e
emissdo de titulos GSS, bem como pelo papel que esses titulos podem desempenhar no financiamento
de atividades que protegem o capital natural do pais e contribuem para alcancar objetivos sociais.
Observa-se baixo grau de relato: 26% dos emissores publicaram bond frameworks, 21% das operacdes
divulgaram relatérios de alocagao e 27% divulgaram relatérios de impacto. Também se constatou que
as penalidades previstas nas escrituras dos titulos caso ndo publiquem relatérios de p6s-emissdo nao
estdo sendo implementadas: embora 87% das transacdes estipulem sancdes, a maioria dos emissores
ndo publica relatérios de pds-emissdo. Os resultados da pesquisa indicam que o custo de conformidade
desincentiva a divulgacdo por parte dos emissores, que atribuem pouco valor ao aprimoramento de
sua transparéncia, enquanto os investidores ndo estdo exigindo maior divulgacdo, o que gera duvidas
sobre a materialidade dessas informac®es. Este artigo contribui para a literatura académica sobre titulos
rotulados e greenwashing ao analisar como as empresas se engajam em greenwashing ao omitirem
informac6es materiais para avaliar o desempenho dos titulos (isto é, uma lacuna na promessa de relato)
quando o custo-beneficio da divulgacdo é desfavoravel. Para os profissionais de mercado, os resultados
ressaltam a necessidade de estabelecer documentacao padronizada para as emissdes de titulos do GSS,
disponibilizando os dados em um banco de dados de acesso publico.

Palavras-chave: Titulos verdes; Greenwashing; Autorregulacao; Relato

1 INTRODUCTION

Global annual financial flows toward mitigation and adaptation activities reached
US$1.46 trillion in 2022, a growing, but insufficient sum compared to the US$7.4
trillion required each year through 2030 (Naran et al., 2024). In emerging markets and
developing countries, the climate financing gap represents US$2-2.8 trillion per year,
with spending priorities in energy, resilience, sustainable agriculture and ecosystem
conservation (Songwe et al., 2022). Alarge financing gap is also observed for developing
economies to achieve the Sustainable Development Goals (SDGs), estimated at US$4
trillion each year through 2030 (UNCTAD, 2023).

In view of these financing needs, a variety of public and private resources will
be required for developing countries to reach their climate and SDG commitments
(Tolliver et al., 2020). Among the financial mechanisms available, green bonds - and
more recently, social and sustainability bonds - have gained prominence as potential
catalysts toward a low-carbon and sustainable economy by directing debt finance to

sustainable economic activities (Tuhkanen & Vulturius, 2022). As of 31 December 2024,

-y (ME0) Rev. Adm. UFSM, Santa Maria, v. 19, 6, 2026


https://creativecommons.org/licenses/by/4.0/legalcode

Yamahaki, C., de Mariz, F., & Vendramini, A | 3

the cumulative volume of green, social, and sustainability (GSS) bonds reached US$5.7
trillion (CBI, 2024), driven by investor demand and regulatory pressure (de Mariz, 2022;
de Mariz et al., 2025; Redondo Alamillos & de Mariz, 2022).

Despite the great optimism towards GSS bonds, there is limited evidence that
their use of proceeds is contributing toward a sustainable transition. One of the
barriers to obtaining such evidence is the restricted degree of transparency of bond
issuers (for instance, see Tuhkanen & Vulturius, 2022).

In an effort to increase the transparency of GSS bond issuances and reduce the
risk of greenwashing, we have seen a variety of regulations and voluntary guidelines
emerge that focus on reporting practices for bond issuers. These include the
International Capital Market Association’s (ICMA) Green Bond Principles, Social Bond
Principles and Sustainability Bond Guidelines, which recommend the publication of
bond frameworks, annual reports and external reviews.

Given this context of an apparent low level of transparency among bond issuers,
this article aims to analyse the extent of reporting of Brazilian GSS bond issuers, in
order to examine the effectiveness of the aforementioned disclosure self-regulations.
Our analysis provides insights into actions that could be adopted by regulators and
other financial market actors to reduce information asymmetry, protect investors
from the risk of greenwashing, and foster greater integrity in the market.

This research draws on a database created by the authors containing 78
labelled use-of-proceeds bonds issued by 65 Brazilian financial and non-financial
companies in 2021 - the year with the highest number of issuances on record in the
country. The database contains data retrieved from pre- and post-issuance reports,
annual reports, and bond indentures.

Analysing 13 disclosure indicators, we found a low degree of pre- and post-issuance
transparency by bond issuers. This indicates that the cost of compliance discourages
issuer disclosure and that issuers see little value in improving transparency, whereas

market participants - including investors, financial intermediaries and fiduciary agents -
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are not adequately tracking the disclosure of allocation information or demanding further
reporting, which raises questions about the materiality of this information for investors.

The findings also suggest that voluntary commitments such as ICMA guidelines
are insufficient to encourage improved disclosure practices by issuers, corroborating
previous studies that highlight the limited effectiveness of voluntary initiatives in
advancing members’ transparency and performance (Aragon-Correa et al., 2020; Kim
& Yoon, 2023; Sastry et al., 2024; Short & Toffel, 2010).

Thisresearchcontributestofillingagapintheacademicliteratureongreenwashing
behaviour in the financial sector. Whereas previous studies lack empirical research
and focus on analysing the corporate mismatch between performance and disclosure
(Bernini et al., 2024), this paper uses empirical data to analyse how companies engage
in greenwashing not necessarily by making false claims, but by omitting information
from investors that would allow an assessment of bond performance when the cost-
benefit of disclosure is unfavourable. This research also contradicts previous studies
that stress investor preference for divesting bonds and engaging with issuers in case
of poor reporting practices (Sangiorgi & Schopohl, 2021).

This paper is structured as follows. In Section 2, we provide an overview of
previous studies on green bonds, greenwashing, and the interaction between these
two topics. Section 3 presents the methods employed. Section 4 presents findings
on issuer transparency before and after issuance. Section 5 discusses the empirical

findings, and Section 6 contains concluding remarks and suggestions for future studies.

2 LITERATURE REVIEW

2.1 Extant literature on green bonds

Green bonds are a particular type of fixed-income financial instrument
distinguished from conventional bonds by requiring that the funds raised be allocated

to eligible projects that have a positive contribution to the environment, such as climate
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change mitigation/adaptation, biodiversity conservation, or pollution prevention and
control (Broadstock & Cheng, 2019; Flammer, 2021). Hence, green bonds are mostly
identical in structure, risk, and return to vanilla bonds, except that they allocate capital to
fund projects with a positive environmental contribution (Deschryver & de Mariz, 2020).

Since the first issuance of a green bond by the European Investment Bank in
2007, issuances have risen and amounted to US$671.7 billion in 2024, largely financing
clean energy and energy efficiency projects (CBI, 2024; Deschryver & de Mariz, 2020;
Sangiorgi & Schopohl, 2021).

The literature on green bonds ranges from the comparison between green and
conventional bond pricing (Broadstock & Cheng, 2019; Hyun et al., 2021; MacAskill et
al., 2021; Partridge & Medda, 2019; Silva et al., 2024), the relationship with commodities
markets and hedging properties (Mohammed et al., 2024; Naeem et al., 2021; Nguyen
etal., 2021), factors influencing the development of green bond markets (Banga, 2019;
Cochu et al., 2016; Jun et al., 2016; Rajhans, 2023; Tolliver et al., 2020), the relationship
with sustainable development (Flammer, 2021; Sinha et al., 2021; Tolliver et al., 2020)
and the degree of disclosure of green bond issuers (Gonzalez-Ruiz et al., 2023; Sangiorgi
& Schopohl, 2021; Tuhkanen & Vulturius, 2022).

On green bond pricing, MacAskill et al. (2021) conducted a systematic literature
review of studies published between 2007 and 2019, finding a consensus on the
existence of a green premium - or ‘greenium’ - within 56% of primary and 70% of
secondary market studies, particularly for those green bonds that are government
issued, investment grade, and that follow defined green bond governance and
reporting procedures. On the other hand, Liu (2024) found a negative green bond
premium of 11 basis points by analysing a dataset of 13,199 monthly green bond
observations between 2011 and 2019, consistent with previous studies on green bond
pricing (Hachenberg & Schiereck, 2018; Zerbib, 2019). Comparing green bonds with
conventional and carbon-intensive (black) bonds, Silva et al. (2024) find that portfolios

composed of green bonds do not sacrifice returns relative to the other two categories.
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Moreover, during periods of heightened uncertainty around climate policy, green
bonds outperform non-labelled bonds.

Studying the relationship with commodity markets, Nguyen et al. (2021) found
a negative correlation between green bonds, stocks, and commodities, especially
from 2013 onwards, after the financial crisis of 2007-2009. Likewise, Abuzayed & Al-
Fayoumi (2023) observe that, due to low correlation, green bonds could add substantial
diversification benefits for investors holding assets in clean energy, global stocks and
commodities. Mohammed et al. (2024) show that green bonds have hedging properties
with respect to geopolitical risks and increases in U.S. interest rates, compared to
traditional fixed-income benchmarks, such as Treasury and corporate bond indices.

Another strand of the literature analyses the drivers and barriers that influence
the development of green bond markets. Tolliver et al. (2020) find that macroeconomic,
institutional factors and the robustness of a country’s Nationally Determined
Contributions (NDC) positively influenced green bonds markets. As for challenges to
scaling up such markets, Jun et al., (2016) identify issues such as the underdevelopment
of the domestic institutional investor base, insufficient market liquidity and high costs
in obtaining second-party opinion. Cochu et al. (2016) point to the lack of green projects
pipeline and clarity about green investments' risk profile.

On the relationship with sustainable development, green bonds are seen as part
of the solution to channel financial flows towards projects aligned with sustainable
development, given the significant volumes of capital required for the transition (Kedia
& Joshipura, 2023). For instance, Dong et al. (2024) show that green bonds issuance in
China from 2011 to 2020 had a positive effect on green innovation.

Regarding level of reporting of green bond issuers, Tuhkanen & Vulturius (2022)
find several constraints in issuers’ reporting practices of European green bonds. In
the Latin American and Caribbean region, Gonzalez-Ruiz et al. (2023) note a poor
level of reporting in the renewable energy sector, finding little or no information

available in the usual channels dedicated to investor information. Analysing the
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impact of disclosure on investor decision to keep a green bond, Sangiorgi & Schopohl
(2021) observe that 55% of 48 European asset managers surveyed would sell a green
bond due to post-issuance insufficient reporting, while 30% were more likely to sell
and/or to engage with the issuer. In the same survey, respondents pointed toward
greenwashing as an obstacle for green bond growth, indicating investor concern that
green bonds might be misused by issuers for raising funding for projects that lack
sufficient green credentials or by investors that are more concerned about the green

label of bonds than their green impact.
2.2 The evolution of the greenwashing literature

Various systematic review articles (Bernini et al., 2024, de Freitas Netto et al., 2020;
Montgomery et al., 2024; Yang et al., 2020) analyse the extant literature on greenwashing.

Bernini et al. (2023) note that the most common definition of greenwashing
emphasises the misalignment between corporate disclosure (‘talk’) and performance
(walk’). They also observe a focus on environmental topics, with fewer studies on the
social dimension of greenwashing and a gap in empirical research. In addition, they
find a predominance of studies adopting quantitative methods over qualitative studies.

Analysingthe2015-2022 period, Montgomeryetal.(2024)dividethegreenwashing
literature into three phases. In the first phase (‘Static Communication’), greenwashing is
aimed at consumers, often through advertising or packaging (Szabo & Webster, 2021;
Wu et al., 2021). In the second phase (‘Dynamic Management’), greenwashing becomes
broader with new techniques and mechanisms (Ginder et al., 2021; Snellman, 2012)
and the involvement of multiple stakeholders (e.g., employees, government) as targets
or intermediaries of greenwashing (Alon-Barkat, 2020; Strauss, 2021; Testa et al., 2018;
Torelli et al., 2020). The third phase (‘Narratives about the Future’) highlights upcoming
issues such as ‘futurewashing’ (e.g. examining the credibility of net-zero targets) and the
increasing role of the financial industry as targets of firms' messaging, with potential to

reward or punish companies through capital allocation (Chen et al., 2020).
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Examining the financial sector, recent studies analyse financial institutions acting
as greenwashing agents. For instance, Kim & Yoon (2023) assess whether US mutual
funds exhibited superior environmental, socialand governance (ESG) performance after
signing to the UN Principles for Responsible Investment (PRI), finding no improvements
in ESG scores or fund returns. Likewise, Abouarab et al. (2025) observed an increase
in the inflows from investors in U.S. environmental funds after they announced
their commitments to integrate sustainability into their investment decisions, but no
reduction in their carbon footprints compared to conventional funds. Similarly, in the
banking industry, Sastry et al. (2024) note that joining the Net Zero Banking Alliance
(NZBA) boosted lender's ESG rating but led to no changes in banks' lending or loan
pricing compared to banks without such climate pledge, casting doubt on the efficacy
of voluntary commitments for reducing financed emissions.

Recent studies also investigate the association between green bonds and
greenwashing. Exploring a sample of over 3,000 green bonds issued internationally,
Baldi & Pandimiglio (2022) found that investors accept lower returns for green bonds
issued by local governments and the services sector when compared to sovereign bonds
and bonds issued by the manufacturing sector. According to the authors, investors find
the performance of the services sector and local governments easier to monitor and
therefore reward them for the lower risk of greenwashing with a lower cost of capital.
Examining European green bonds, Tuhkanen & Vulturius (2022) found various limitations
in issuers’ reporting practices, suggesting that there is little pressure from investors,
regulators or society to reduce information asymmetry and the risk of greenwashing.

We note in the abovementioned studies that the risk of greenwashing in the
financial sector can be materialised either by issuers and financial institutions not
keeping their ‘disclosure’ promises (Tuhkanen & Vulturius, 2022) or not keeping their
‘performance’ promises (Abouarab et al., 2025; Kim & Yoon, 2023; Sastry et al., 2024).
These two facets of greenwashing risk are reflected in the definitions of greenwashing

provided by the European Supervisory Authorities (ESAs) (EBA 2023, p. 5) - ‘a practice
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whereby sustainability-related statements, declarations, actions, or communications do
not clearly and fairly reflect the underlying sustainability profile of an entity, a financial
product, or financial services' - and by ICMA (2023, p. 6) - ‘a misrepresentation [...] of the
sustainable commitments and/or achievements of an issuer that is either intentional or
due to gross negligence'’. According to these definitions, greenwashing can arise due to
omission of information, due to actual provision of information that is false, deceives
or is likely to deceive market participants (i.e., a gap in ‘disclosure’ promises) or due to
misconduct that result in misleading actions i.e., (a gap in ‘performance’ promises).

In this paper, we examine the fulfiiment of the ‘disclosure’ promises by analysing
the reporting practices of Brazilian GSS bond issuers.

Previous studies have examined greenwashing as a mismatch between
communicationand performance, yet few have investigated the institutional mechanisms
that underpin such selective transparency in financial markets. To address this gap, this
paper draws on legitimacy theory to explain how issuers’ disclosure practices may reflect
attempts to secure legitimacy rather than to increase transparency.

Legitimacy theory provides a powerful lens through which to interpret
organizational responses to societal expectations, particularly in the realm of
sustainability and corporate responsibility. Building on Suchman'’s (1995) foundational
typology of pragmatic, moral, and cognitive legitimacy, organisations can be understood
as operating within socially constructed systems of meaning that define what is
perceived as “appropriate” or “desirable.” Within this framework, legitimacy is not a fixed
attribute but a dynamic resource that organisations continuously negotiate in response
to external scrutiny. Aguilera et al. (2007) further refine this understanding by framing
legitimacy as a relational motive, a socially embedded drive for approval and acceptance
that ensures organizational survival. In this view, corporate social responsibility (CSR)
and sustainability practices are not only technical or strategic tools but also moral and

relational acts aimed at preserving an organization’s social license to operate.
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However, as Tee and Raschke (2023) argue, the institutionalisation of ESG norms
has intensified legitimacy pressures, incentivising firms to engage in symbolic rather
than substantive compliance. When actual ESG performance is low, firms often turn
to communicative strategies such as selective disclosure or rhetorical amplification
to maintain legitimacy in the eyes of stakeholders. Greenwashing represents a
form of decoupling of talk and action, whereby the pursuit of symbolic legitimacy
becomes a substitute for genuine sustainability transformation. From this perspective,
greenwashing is not merely deceptive behaviour but an institutionalised response to
the dual demands of accountability and conformity in an environment where legitimacy
itself has become a strategic asset.

Taken together, these perspectives illustrate that legitimacy and greenwashing
are intertwined phenomena operating across structural, relational, and strategic levels
of analysis. Suchman (1995) conceptualises the institutional scaffolding that defines
what counts as legitimate, Aguilera et al. (2007) illuminate the relational and moral
motives that sustain the pursuit of legitimacy, and Tee and Raschke (2023) reveal how
these motives materialise in managerial behaviour under performance pressures.
Integrating these insights suggests that greenwashing emerges not only from
opportunistic intent but from the institutional tension between symbolic legitimacy
maintenance and substantive organisational change - a tension that defines much of

the contemporary sustainability discourse.

3 METHODS

This paper analyses GSS use-of-proceed bonds, issued between 1 January and
31 December 2021 by Brazilian financial and non-financial companies. The year of
2021 was selected since it was a record year for issuances of labelled bonds globally
(5,709 GSS bond issuances) and by Brazilian issuers (78 GSS bond issuances) and
because the three-year lag (2021-2024) allowed for sufficient time for issuers to publish

post-issuance documentation, such as allocation and impact reports. Hosting the
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world's largest biological diversity and the largest Latin American market by market
capitalisation and GSS bond issuance (CBI, 2025; WFE, 2025), Brazil was selected due to
the role that GSS bonds could have in increasing private financial flows to activities that
help protect natural capital, such as conservation of terrestrial and aquatic biodiversity
and sustainable agriculture, as well as activities with social objectives, including access
to affordable housing, health, education and basic infrastructure.

The size of the sample is a clear limitation to the analysis. While the selection
considers a record year for issuances (2021) and a country with large environmental
assets (Brazil), the sample remains limited and future studies may extend research to
other countries and longer time periods.

The list of GSS bonds was retrieved from a database of Brazilian sustainable credit
operations that is publicly available and hosted by Brazilian second-party opinion (SPO)
provider ERM NINT. This database includes information on issuances, such as the volume
issued, the date of issuance, the type of issuer (financial or non-financial corporation),
and the type of use of proceeds (green, social or sustainability). It also includes the SPO
provider and a link to the SPO. To only maintain use-of-proceeds bonds in the sample,
we excluded all sustainability-linked bonds, loan operations and funds, from the ERM
NINT list obtaining a final sample of 65 issuers and 78 GSS bonds. We complemented the
data with information about the issuers’ industry sector, existence of investor relations
page on the company's website, publication of 2021 annual reports and benchmarks
adopted in these reports (e.g. Global Reporting Initiative - GRI).

We justify the selection of indicators with a careful review of market best
practices, by compiling the indicators that are recommended for disclosure. Specifically,
we selected the 12 disclosure indicators based on the reporting recommendations of
ICMA's 2018 Green Bond Principles (GBP), the latest version of the GBP that issuers
were able to consult in 2021 for disclosure guidance. In addition, we included an
indicator for the existence of penalty mechanisms found in the bonds indenture for
cases in which bond issuers fail to disclose allocation and impact reports. We obtained

a total of 13 indicators, as shown in Table 1.
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Table 1 - Disclosure indicators

Disclosure
indicator (DI)

Self-regulation: GBP requirement or
recommendation

Data retrieved from:

1. Existence of bond
framework, publicly
available

RECOMMENDATION (PROXY):

We searched for the availability of bond
frameworks as a proxy for the following GBP
recommendation:

“The use of a summary reflecting the main
characteristics of a Green Bond or a Green Bond
programme and illustrating its key features in
alignment with the four core components of the
GBP may help inform market participants” (ICMA
2018, p. 5).

Corporate websites

2. Disclosure of look-

RECOMMENDATION
“...itis recommended that issuers provide (...) the

Bond frameworks and

back period expected look-back period for refinanced Green SPOs
Projects” (ICMA 2018, p. 3).
REQUIREMENT
3. Public “Issuers should make, and keep, readily available

commitment to
publish an allocation
report

up to date information on the use of proceeds to

be renewed annually until full allocation, and on

a timely basis in case of material developments”
(ICMA 2018, p. 5).

Bond frameworks and
SPOs

4. Public
commitment to
publish an impact
report

REQUIREMENT

“The annual report should include a list of the

projects to which Green Bond proceeds have
been allocated, as well as a brief description of
the projects and the amount allocated, and their
expected impact”. “Transparency is of particular
value in communicating the expected impact of

projects” (ICMA 2018, p. 5).

Bond frameworks and
SPOs

5. Existence of SPO,
publicly available

RECOMMENDATION
“An institution with environmental expertise, that

is independent from the issuer may issue a Second

Party Opinion” (ICMA 2018, p. 6).

Corporate websites,
NINT's database

6. Existence of an
allocation report

REQUIREMENT
Same as item 3

Corporate websites

7. Allocation
reporting at bond
level

(e (DEO)

RECOMMENDATION
Same as item 4

Rev. Adm. UFSM, Santa Maria, v. 19, e6, 2026
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Table 1 - Disclosure indicators

Continuation

Disclosure
indicator (DI)

Self-regulation: GBP requirement or
recommendation

Data retrieved from:

8. Allocation
reporting to
financing and
refinancing (%)

RECOMMENDATION
“...itis recommended that issuers provide
an estimate of the share of financing vs. re-
financing, and where appropriate, also clarify
which investments or project portfolios may be
refinanced...” (ICMA 2018, p. 3).

Allocation report

9. Disclosure of
external review of
allocation report

RECOMMENDATION
“Assurance or attestation regarding an issuer’s
internal tracking method for use of proceeds,
allocation of funds from Green Bond proceeds,
statement of environmental impact or alignment
of reporting with the GBP, may also be termed
verification” (ICMA 2018, p. 6).

Corporate websites

10. Existence of an
impact report

REQUIREMENT
Same as item 3

Corporate websites

11. Reporting of
impact indicators
used

RECOMMENDATION
“The GBP recommend the use of qualitative
performance indicators and, where feasible,

quantitative performance measures..." (ICMA 2018,

p. 5).

Impact report

12. Disclosure of
external review of
impact report

RECOMMENDATION
Same as item 9

Corporate websites

13. Existence of a
penalty if issuer
is not publishing
allocation and
impact reports

additional

Indenture or
documentation of
issuances

Later, we accessed the company websites of the 65 issuers to collect all relevant

documents containing these indicators. We retrieved pre-issuance requirements such

as sustainability, green and social bond frameworks (used as a basis for the 2021

issuance), as well as the SPOs of these frameworks and issuances. We also retrieved

post-issuance reports such as allocation reports, impact reports, and external reviews
of these documents. We also collected the 2021 annual reports and the indenture or
issuance documentation. To supplement the data, we also retrieved SPOs from the

ERM NINT database if they were not available on the issuer’s website.

e (DEO)
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Finally,inaniterative process, we collected theindicatorsselectedinthese documents
to fill the database. This process involved the inclusion or exclusion of disclosure indicators

until the final database was reached. Data collection was finalised on 16 May 2024.

4 RESULTS

4.1 Descriptive analysis

Within the sample analysed for 2021, we find 65 individual issuers for a total of 78
transactions, representing a volume of US$5.6 billionin labelled issuance. Most issuances
are domestic, in Brazilian real, except for four large operations in US dollars, comprising
32% of the total issuance volume. Sixty-nine operations are labelled green bonds,
followed by social bonds (five transactions) and sustainable bonds (four transactions).

Out of the 65 issuers, seven are financial institutions and 58 are non-financial
institutions, mainly from the renewable energy (39%) and agriculture (17%) sectors
by volume of issuance.

Fifty-five of the 65 issuers (equivalent to 85% of the sample) adopt as
benchmark for the issuances one of the modalities of ICMA, such as the Green Bond
Principles, Green Loan Principles, Social Bond Principles or Sustainability Bond
Guidelines. The Green Bond Principles are by far the most common principles,

followed by 50 companies (Figure 1).

Figure 1 - Is there alignment of the bond or the bond programme with a benchmark?
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Source: SPOs of the frameworks or issuances. N = 65.
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Within the sample, 16 transactions corresponding to 45% of the total net
proceeds indicate sectorial categories, according to the actual allocation reports. The
most popular categories include renewable energy (44% of total use of proceeds),
environmentally sustainable management of living natural resources and land use

(30%) and access to essential services (16%) (Figure 2).

Figure 2 - What categories receive investments, according to the allocation report?
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Source: Company allocation reports. N = 16, representing 45% of the total volume of raised proceeds

GSS bond frameworks (DI-1): In the sample analysed, only 17 of the 65
individual issuers (equivalent to 26% of the sample) have a publicly available green,
social or sustainability bond framework from 2021 or earlier, explaining the alignment
of their bond programme with the four core components of use-of-proceed bonds
(i.e., Use of Proceeds, Process for Project Evaluation and Selection, Management of
Proceeds and Reporting). The remaining 48 issuers do not have a framework that is
public and that therefore could be analysed by investors or stakeholders. This finding
is consistent with the disclosure of green bond frameworks only becoming a ‘key
recommendation’ in the 2021 version of the Green Bond Principles, whereas the 2018
version does not mention it as a recommendation or obligation for the issuer, even
though it recommends the disclosure of a summary illustrating the alignment of the

bond with the four components of the GBP to help inform market participants.
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Interestingly, the average issuance for companies with a publicly available
framework amounted to US$128 million, compared to US$47 million for companies
without a framework, consistent with the hypothesis that larger companies and
larger issuances benefit from better transparency. This also suggests that cost
of compliance may be a deterrent for smaller companies. All four international
issuances had a publicly available framework.

Look-back period (DI-2): In the analysed sample, 52 of the 65 issuers disclose
a look-back period (Figure 3). While there is no limitation on the look-back period in
the Green Bond Principles, the majority (35 issuers, cumulative) consider an explicit
look-back period of up to 36 months to allocate net proceeds of an issuance, in line
with market preference, of three to five years (IFC, 2020). Thirteen issuers do not

allow for a look-back period.

Figure 3 - What is the look-back period for the allocation of proceeds?
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Source: Company pre-issuance reports. N = 65.

Commitment to post-issuance reporting (DI-3 and DI-4): In the pre-issuance
reports, 52 of the 65 issuers (80% of the sample) commit to publishing allocation and impact
reports, respectively, despite it being a requirement of the 2018 Green Bond Principles.

Second party opinion (DI-5): In the sample of 65 issuers, 62 companies have
an SPO based on the framework or on the documentation of the bond issuance. The
SPO is available on the company’'s website of only 31 companies, whereas, for the
remaining 34 issuers, SPOs were found on the ERM NINT website.
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4.2 Post-issuance transparency

Publishing an allocation report (DI-6): At the time of this analysis (May 2024),
29 months had passed since the end of 2021, offering issuers ample time to meet this
requirement. We note, for example, that Bloomberg's methodology to classify green
bonds requires issuers to publish their post-issuance allocation or impact reports
within one year after issuance, flagging them as ‘on watch’ in the absence of a report
published within 15 months of issuance (Beteta Vejarano & Swinkels, 2023). In the
sample, we find that there are allocation reports for only 16 of the 78 transactions.

Reporting allocation at bond level (DI-7): In only 18 of the 78 issuances, the
use of proceeds was reported at the bond level, with six transactions reporting at the
programme or corporate level and 54 not reporting use of proceeds.

Allocation to financing vs. refinancing (DI-8): Within our sample of 78
issuances, we found granular information in fund allocation for 13 transactions,
corresponding to 37% of the total volume of raised proceeds. We find that 45% of
net proceeds were used to refinance projects, while 55% were used to finance new
projects, roughly in line with a recommendation set forth by the International Finance
Corporation (IFC) that ‘a typical balance between existing and future assets might be
in the region of 50/50" IFC (2020, p. 28). The data suggests that GSS are contributing to
attracting new funding for sustainable projects, but more disclosure is needed from
the remaining issuances (63% in volume) for a full picture.

Publishing an impact report (DI-10): We find that there are impact reports
for 21 of the 78 transactions.

Impact metrics (DI-11): Within the available impact reports, we counted 104
impact metrics, with a low level of standardisation, that can be classified under five broad
categories that follow the ICMA categories. Unsurprisingly, 41% of the impact metrics
fall under the renewable energy category, including metrics such as ‘Annual renewable
energy generation in MWH', ‘Percentage of renewable energy purchase (%), or ‘Annual
GHG emissions avoided in tons of CO, equivalent’. Twenty-three percent correspond to

employment generation, followed by pollution prevention and control (20%).

m m@@ Rev. Adm. UFSM, Santa Maria, v. 19, e6, 2026


https://creativecommons.org/licenses/by/4.0/legalcode

18 | Are thematic bond issuers keeping their promises? A contribution to the...

External reviews (DI-9 and DI-12): Of the 16 published allocation reports,
eleven were externally verified. Of the 21 impact reports published, eight were
externally verified. This low level of external verification raised questions about the
quality of the available data.

Penalty mechanisms (DI-13): In case of non-compliance with post-issuance
commitments, such as non-allocation of 100% of the net proceeds or non-publication of
allocation or impact reports, we find that there are explicit mechanisms in place in the
bond indentures of 68 of the 78 transactions to accelerate the debt. The most common
mechanism (66 out of 68 transactions) is a facultative early maturity (‘vencimento
antecipadofacultativo’), whereby theissuer mustcall a meetingwith bondholderswithin
a short predefined timeframe to decide whether to accelerate the debt. The other two
instances have the same practical consequence, but use different mechanisms, namely
defined mandatory repurchase (‘recompra compulséria deliberada’) or sale of capital
set aside (‘liquidacao do patrimdnio separado’). The remaining ten transactions do not
have an explicit provision in case of non-compliance with the obligation to disclose
allocation. The data highlights that borrowers in theory face penalties for failing to

meet their reporting target, but the penalties are rarely implemented.

5 DISCUSSION

This research shows that the level of disclosure of Brazilian labelled bond issuers
is subpar. Regarding pre-issuance reporting, although 55 of the 65 issuers (85%) state
that they follow ICMA rules, a minority of companies (17 of 65 issuers, 26%) have a
publicly available framework, while the SPOs are available on the company websites of
only 31 issuers (48%). On post-issuance disclosure, there are allocation reports for 16
of the 78 transactions (21%) and impact reports for 21 transactions (27%), even though
52 of the 65 issuers (80%) promised them in their pre-issuance documents. In only 18

of the 78 issuances (23%), the use of proceeds is reported at the bond level.
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The limited level of disclosure by GSS bond issuers curbs the ability of policymakers
and other actors to analyse whether the use of the proceeds of these bonds is effectively
channelling financial flows to sustainable activities and contributing to the attainment of
the Paris Agreement and SDGs. For example, from the data analysis, we find in the reports
of only 13 transactions the ratio of allocation of proceeds for financing and refinancing.
Corresponding to 37% of the total volume of raised proceeds, we observe in these
transactions that 55% of raised funds are used to finance future projects, which suggests
that labelled bonds are contributing to attract new capital to fund the SDGs. However, the
picture is incomplete, since we still need information for the remaining 63%.

The research findings corroborate previous studies that found low levels of
disclosure among green bond issuers, such as Tuhkanen & Vulturius (2022) in Europe,
who noted that only a minority of issuers reported allocation of proceeds at the project
level and detailed the share of proceeds used for financing versus refinancing, and
Gonzalez-Ruiz et al. (2023) in Latin America, who identified low levels of post-issuance
reporting among green bond issuers in the renewable energy sector.

The limited disclosure provided by green bond issuers suggests that the
market discipline pillar is not functioning well in the case of ESG-labelled issuance.
The findings indicate that the cost of compliance discourages issuer disclosure and
that issuers see little value in enhancing transparency, as bond holders do not seem
to be adequately tracking the disclosure of allocation information and demanding its
publication, begging the question of the use and materiality of allocation and impact
reports in a context where investors seem to find limited value in those. In addition, it
seems that fiduciary agents, whose role is to represent the interests of debt holders,
are not performing their task properly. Even though most transactions (68 out of
78 transactions) have explicit penalty mechanisms in the event of non-compliance
with post-issuance commitments, many companies still fail to fulfil their ‘disclosure’
promises. The findings contradict previous studies that stress investor concern with
avoiding greenwashing behaviour as well as their preference for selling the bond or

engaging with issuers in case of poor reporting practices (Sangiorgi & Schopohl, 2021).
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Furthermore, the research findings suggest that voluntary commitments such
as ICMA guidelines are insufficient to drive improved disclosure practices without
effective penalty mechanisms. Adopting credible voluntary regulations such as ICMA
guidelines in the pre-issuance phase likely contributes to improving the legitimacy
of the issuance and to attracting potential investors, generating reputational and
financial gains for the issuer. However, without credible sanctions in case of non-
compliance, issuing companies may decide to partially or not comply with post-
issuance disclosure guidelines and save resources instead. The research findings
corroborate previous studies showing that voluntary commitments effectively improve
signatories’ image and financial performance. However, these initiatives often do not
improve performance itself (Kim & Yoon, 2023; Sastry et al., 2024; Short & Toffel, 2010).
This is partially due to a lack of systems setting strong sanctions and penalties for
noncompliance (Aragon-Correa et al., 2020; King & Lenox, 2000). In turn, voluntary
initiatives do not have incentives to exclude non-performers as they depend on a
large number of participating firms, causing many voluntary systems to grow despite
their potential lack of sustainability performance, facilitating corporate opportunism,
symbolic participation and greenwashing behaviour (Aragon-Correa et al., 2020).

The findings of this study can be interpreted through the lens of legitimacy
theory, which helps explain why issuers of thematic bonds comply symbolically with
disclosure norms rather than substantively fulfilling their transparency commitments.
As Suchman (1995) notes, legitimacy is a generalised perception that organisations are
acting appropriately within socially constructed systems of values and expectations.
In this context, Brazilian issuers’ adherence to ICMA principles and their frequent
publication of pre-issuance commitments serve as mechanisms of pragmatic
legitimacy and signals to investors and regulators that the issuer operates according
to accepted sustainability standards. However, the limited post-issuance transparency
observed, including the absence of allocation and impact reports, suggests that

such compliance is primarily symbolic, designed to project conformity and maintain
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reputational credibility rather than to provide material accountability. This decoupling
between formal commitments and substantive disclosure indicates that legitimacy in
this market is maintained through appearance, not performance.

These findings resonate with Aguilera et al.'s (2007) view of legitimacy as a
relational motive and with Tee and Raschke’s (2023) argument that intensified ESG
norms foster symbolic behaviour under performance pressure. The evidence from
Brazilian issuers shows that voluntary guidelines like the ICMA Principles create a
legitimacy-seeking dynamic: by committing to such frameworks, firms secure social and
investor approval in the short term but face weak incentives for ongoing transparency
once capital has been raised. In this sense, greenwashing in the thematic bond market
emerges as an institutionalised response to legitimacy pressures: issuers preserve
the appearance of accountability while avoiding the costs of full compliance. The
interplay between relational legitimacy motives and weak enforcement mechanisms
helps to explain why voluntary systems expand in participation yet fail to improve
actual disclosure performance, reinforcing the institutional tension between symbolic

legitimacy maintenance and substantive sustainability transformation.

6 CONCLUSION AND RECOMMENDATIONS FOR FUTURE RESEARCH

This research analyses the reporting practices of Brazilian GSS bond issuers, finding
that disclosure and transparency are below par. Whereas 85% of the issuers state that they
follow ICMA rules, only 26% have a publicly available framework and 48% have public SPOs.
On post-issuance disclosure, only 21% of transactions have allocation reports and 27%
have impact reports, even though 80% promised them in their pre-issuance documents.

The findings suggest that the cost of compliance discourages issuer disclosure
and that issuers do not seem to find a benefit in increasing transparency, while
investors and fiduciary agents are not demanding further reporting, begging the

question of the value and materiality of this information for investors.
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Moreover, voluntary commitments seem insufficient to drive improved
disclosure practices without associated sanctions: while companies may decide to
partially comply or not comply with disclosure guidelines and save resources instead,
voluntary initiatives do not have incentives to exclude non-performers, facilitating
symbolic participation and greenwashing behaviour. In sum, the findings suggest
that Brazilian thematic bond issuers primarily pursue legitimacy through symbolic
compliance. While they adopt recognised sustainability frameworks to signal their
alignment with market norms, limited post-issuance transparency reveals that they
maintain legitimacy through appearance rather than substantive accountability.
This pattern reflects the broader institutional tension between maintaining symbolic
legitimacy and achieving genuine sustainability performance.

Thisresearchcontributestofillingagapintheacademicliteratureongreenwashing
by using empirical data to analyse how companies engage in greenwashing through
omitting information that can be used to assess bond performance when the cost-
benefit of disclosure is unfavourable.

This research provides inputs to policymakers and practitioners with a view of
enhancing integrity and reducing information asymmetry in the bond market.

For investors, the lack of transparency in Brazilian GSS bond issuances suggests
potential greenwashing risks and challenges in assessing the actual impact of sustainable
investments. This underscores the need to establish standardised documentation for
GSS bond issuances, including clear allocation of use of proceeds and quantitative
performance indicators both pre- and post-issuance, accompanied by periodic reporting.

For policymakers, the findings indicate the need to create a national public
database with all GSS issuances’ pre- and post-issuance reports, fed periodically (no
less than annually) by the bond issuers, thereby contributing to the creation of a market
information infrastructure that can enhance market discipline. This would also allow

for other stakeholders, such as civil society organisations and the media, to analyse
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and monitor the degree of issuers’ transparency and their likely contribution toward
the Paris Agreement and SDG goals, creating an additional incentive mechanism for
enhanced disclosure and market discipline.

As for the limitations of this study, we only analyse one fiscal year from one
country. For future studies, we suggest increasing the period of analysis to obtain a
more comprehensive picture; for instance, analysing the impact on issuer reporting of
the Sustainability Bond Guidance, released by the Brazilian Financial and Capital Markets
Association (Anbima) in 2022. We also suggest conducting semi-structured interviews with
debt holders, bond issuers and fiduciary agents to examine what factors curb transparency
of bond issuers and what information is actually useful for investors, providing further

inputs for policymakers on actions that can be adopted to impact bond transparency.
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