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Introduction

Green finance has emerged as a pivotal tool for business leaders in an era marked by escalating
geopolitical tensions and a pressing need for sustainable development. As the world struggles with
climate change, green finance serves as a crucial mechanism to address the associated issues by
directing resources toward sustainable initiatives and projects. It is now being positioned as a national
priority in Australia, driven by a determination to achieve net-zero emissions by 2050 and amid the
mounting cost of climate-induced disasters. Australia’s economy, being reliant on fossil fuel exports
and resource-intensive industries, faces a distinct set of opportunities and challenges, which compel
businesses to rethink their strategic approach and develop more resilient, forward-looking strategies.
As nations, such as Australia, navigate through the complexities of environmental sustainability and
economic growth, understanding the interplay between green finance and geopolitics is essential.

Global Geopolitical Shifts: Australia’s Strategic Position

Green finance is embedded within a web of geopolitical dynamics, where the actions of global
institutions and nation-states shape the capital flows through strategic alliances, policy decisions,
cross-border investment agendas, and sanctions. According to researchers, Zhang et al. (2023),
sustainable investments and green bonds are strongly affected by political risks, global crises, and
shifting requlations.

The global geopolitical environment has become increasingly complex due to trade tensions, shiftsin
power dynamics, and regional conflicts. These shifts have profound implications for investment flow,
international trade, and supply chain stability. Moreover, research has found that persistent
geopolitical tensions between leading economies can create uncertainty in the market, reduce trade
openness, and weaken established economic coalitions and partnerships(Yan & Piao, 2025).

Australia’s economy relies heavily on international partnerships, which makes it susceptible to global
political variations. With strong ties to Asian as well as Western economies, it must manage the
relationships carefully. Research has found that events such as political issues and trade tensions
underscore the importance of businesses to stay aware and alert to global politics while making
business decisions (Bogais et al. 2022). Australia, being a major exporter of coal and critical minerals,
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is particularly exposed to such tensions and must balance its economic interests with sustainability
commitments. China’s dominance in battery supply chains highlights vulnerabilities that drive new
policies forresilience and diversification, while the Australia-India Minerals Partnership illustrates how
cross-border cooperation can enhance stability and provide new investment opportunities for
businesses. Both of these examples demonstrate how geopolitical positioning influences green
investment flows and shapes green finance.

Net Zero: A Catalyst for Financial Change

The global push for net-zero greenhouse gas emissions by 2050 was a central theme at a recent
international climate conference, where world leaders emphasised coordinated action and shared
responsibility. COP29 marked an important milestone in aligning global climate policy with practical
business action. Key outcomesincluded new climate finance goals, dialogue on carbon pricing to drive
emissions reduction and progress on carbon market rules. These outcomes highlight growing
expectations for businesses to prepare for rigorous climate standards and prioritise sustainable
practices. Since then, momentum has grown globally, and Environmental, Social and Governance (ESG)
aligned investments are attracting substantial traction by drawing higher capital inflows and interest
volumes. This development is driving a wave of financial solutions and innovations.

The launch of practical ESG integration with the aim of channelling capital into low-carbon initiatives
was marked in Australia in 2021 when Commonwealth Bank Australia (CBA) was at the forefront of
sustainable finance by introducing various innovative new products, such as Green Development
Loans and Repurchase Agreements. CBA’'s partnership with the International Monetary Fund (IMF)
investors is another example of sustainable finance in action. IMF wanted to support its objective of
net-zero andresponsible investment, and as such, sought a cash management solution that aligns with
the principles of ESG. To cater to this objective of the IMF, CBA launched a customised ESG Term
Deposit, which resulted in a 200 million AUD deal in 2021.

Worldwide, financial firms are increasingly seeking out innovative solutions to support the global
climate transition and shift towards a low-carbon economy. US-based firm Northern Trust, with a
presence in Melbourne and Sydney, collaborated with CBA and finalised a Green Repurchase
Agreement of 50 million AUD. An innovative solution, this deal supports the financing for
environmentally focused assets such as energy-efficient (green) buildings, eco-friendly (green) home
loans and low-emission (green) transport.

Moreover, major Australian superannuation funds, controlling 1.2 trillion AUD collectively, are pushing
the Australian government for policy reforms that accelerate investment towards a net-zero, low-
carbon economy and position Australia as one of the global leaders in renewable energy. The
superannuation funds comprising CareSuper, AustralianSuper, Rest Super, Uni Super, Hostplus and
HESTA have jointly issued a policy framework outlining where capital investment can drive impact and
identifying the barriers that could hinder transition toward a net-zero economy. These initiatives
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illustrate how financial institutions are actively contributing and directing capital towards sustainable
projects, highlighting the pivotal role of green finance in helping drive the net-zero transition. Such
investment choices have significant geopolitical implications, underscoring how financial strategies
not only drive the environmental objectives but also help shape global economic dynamics.

Responding to Global Shocks: Australian Leadership Through Sustainable Finance

Australian business leaders have an opportunity to respond to the increasingly uncertain global
environment through green finance by embedding sustainability into operational and financial
decisions. Investing in energy-efficient technologies, renewable energy, and low-carbon supply chains
can help minimise exposure to environmental, reqgulatory, and market risks. Climate reporting has now
become compulsory for companies, pushing them to view it as an essential compliance and a strategic
advantage. Businesses can no longer treat sustainability as a voluntary initiative.

Green finance enables businesses to attract investment and reach out to new markets, as customers
and investors strongly prefer companies committed to ESG practices. By proactively monitoring their
carbon emissions, working closely with suppliers and complying with climate reporting rules, business
leaders can stay prepared and adhere to new regulations. Setting measurable sustainability goals,
using technology appropriately for tracking progress and reporting, involving key stakeholders while
making decisions, and integrating ESG into financial planning will pave the way for businesses to
position themselves as leaders in a transition to a net-zero economy.

Sustainable finance is growing as a powerful tool in Australia’'s commitment to a greener future. More
businesses and investors have now started to take real action. According to Caroline Angoorly, a
sustainability expert, investments in sustainable practices since 2012 have increased rapidly across
the globe. For example, New York State set up a huge fund of 5.3 billion USD for clean energy to boost
and switch completely to renewable energy by 2040. There is now a stronger awareness of the
consequences of climate change and the need to protect the environment among individuals,
companies, and the government. However, to make real progress and keep the momentum going, clear
and consistent policies will help businesses feel confident to invest in green projects.

Conclusion

Green finance is more than just a trend or idea; it is an essential part of responsible leadership. Acting
now will help guide Australia toward a greener, sustainable, and thriving economy. As geopolitical
uncertainty continues to shape supply chains, global energy markets, and investment flows, the
development of climate finance will inevitably be influenced by international dynamics. This
underscores the pivotal role that Australian business leaders must play through meaningful actions.
By embracing strategic thinking, practising strong governance, and adopting innovative financial
approaches while keeping pace with changing global rules and regulations, the leaders can build
resilience and position Australia as a key player in the global green transition.


https://www.aicd.com.au/risk-management/framework/climate/leveraging-sustainability-in-your-corporate-strategy-a-guide-for-boards-and-leaders.html
https://www.aicd.com.au/risk-management/framework/climate/leveraging-sustainability-in-your-corporate-strategy-a-guide-for-boards-and-leaders.html
https://www.sciencedirect.com/science/article/pii/S1062976925000699
https://advance.org/business-opinion/how-can-australia-become-a-world-leader-in-sustainability

K\/2

AIB REVIEW

By the Australian Institute of Business

Cite this article:

Nasir Mahmood

Online Facilitator, Australian Institute of Business (AIB); Lecturer, Victorian
Institute of Technology (VIT)

Nasir holds a Master of Public Administration and a Master of Applied Economics
and is currently doing a PhD in Finance from the UK. He has around two decades of
experience in higher education teaching and the corporate sector. He has obtained
a Fellowship of the Higher Education Academy (FHEA) from the UK and is a certified
Project Management Professional (PMP). Nasir's research interests include capital
markets, corporate finance, leadership, corporate governance, and public finance.

Dr Shuana Zafar Nasir
Lecturer, Australian Institute of Business (AIB)

Shuana completed her PhD in Business Management from the University of Bolton,
UK, in 2021. She has almost 17 years of teaching experience in Australian and
International Higher education Institutions. She has obtained a Fellowship of the
Higher Education Academy (FHEA) from the UK. Besides teaching and learning, she
has held various leadership and administrative positions. Shuana’s research
interests include emotional intelligence, employee retention, employee
engagement, work-life balance, peer support, and career development.

Nasir, S & Mahmood, N 2025, ‘Leading the Shift: Geopolitics and the Future of Green Finance’, AIB

Review, Issue 15.

Explore more articles from AIB Review


https://www.aib.edu.au/about-us/aib-review/

