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Introduction 

Climate finance has become a central pillar of international climate cooperation, particularly when it 
comes to bridging the gap between global climate ambitions and implementation in developing regions. 
As countries face escalating climate impacts alongside pressing development needs, the scale, composi-
tion, and effectiveness of international climate finance flows are increasingly scrutinised. Latin America and 
the Caribbean are a region of great relevance in this debate: while contributing a relatively small share of 
global greenhouse gas emissions, the region is highly vulnerable to climate change and faces substantial 
investment needs for both mitigation and adaptation. 

Germany has emerged as one of the world’s leading providers of international climate finance, playing a 
prominent role both within bilateral cooperation frameworks and through multilateral channels. Climate 
finance is a core component of Germany’s international climate policy and development cooperation, 
aligned with its commitments under the Paris Agreement and broader international pledges to support 
developing countries. German climate finance is characterised by a diverse set of objectives, sectors, and 
financial instruments, reflecting both climate priorities and development policy considerations. 

Understanding how German climate finance is directed to Latin America is particularly important given the 
region’s heterogeneous country contexts, sectoral priorities, and climate risk profiles. Key questions con-
cern not only the overall scale of financial commitments, but also how these resources are allocated be-
tween mitigation and adaptation objectives, which sectors receive priority support, and which financial 
instruments are predominantly used. These dimensions shape finance flows’ effectiveness in terms of de-
velopment and climate action and influence recipient countries’ ability to pursue low-carbon and climate-
resilient development pathways. 

This policy brief examines Germany’s climate finance commitments to Latin America through four analyti-
cal lenses: (i) the scale and evolution of financial commitments, (ii) the balance between mitigation and 
adaptation finance, (iii) the sectoral distribution of supported activities, and (iv) the financial instruments 
employed. By focusing on the commitment side of climate finance, the analysis sheds light on strategic 
priorities and policy intent, while acknowledging that commitments do not necessarily translate directly 
into disbursements or on-the-ground impact. The brief aims to contribute to ongoing policy discussions on 
the adequacy, balance, and strategic orientation of bilateral climate finance in the Latin American context. 
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Scale of Climate Finance Commitments 

German climate finance commitments to Latin America fluctuate substantially from year to year in both 
aggregate volumes and country allocation. In 2024, total grant-based climate finance amounted to EUR 
382.7 million1, representing a decline of around 13 per cent compared to 2023 (EUR 438.6 million). In both 
years, a sizable share of grant finance was channelled to multi-country or regional projects (EUR 141.7 mil-
lion in 2024; EUR 148.2 million in 2023). 

Including concessional lending, total climate finance measured in grant-equivalent terms reached EUR 
528.5 million in 2024 and EUR 628.5 million in 2023. The proportion of loans differed markedly across years. 
In 2024, EUR 50 million in loans originated from budgetary resources, while the grant equivalent of conces-
sional KfW loans amounted to EUR 67.3 million. In contrast, in 2023 loan-based support played a larger role, 
with EUR 20 million in loans from budgetary resources and EUR 170 million in grant equivalents from con-
cessional KfW lending. 

Figure 1: Climate finance commitments 2023–2024 

 

Country-level allocations underscore the volatility of commitments. In 2024, Colombia was the largest re-
cipient of grant-based climate finance (EUR 77 million), followed by Peru and Ecuador (EUR 58 million 
each). In 2023, Brazil dominated allocations with EUR 137 million, followed by Mexico (EUR 77 million) and 
Bolivia (EUR 40 million). No single country appears consistently among the top recipients in both years. 

 

 

 

 

 

 

1 All numbers in this policy brief are based on Germany’s “Support to developing countries” reporting under the EU Implementation 
Regulation, available at https://reportnet.europa.eu/public/country/DE. 

https://reportnet.europa.eu/public/country/DE
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Figure 2: Country allocation 2023–2024 

 

These fluctuations likely reflect the structure of Germany’s bilateral cooperation framework, in which new 
commitments are closely tied to intergovernmental negotiations that typically occur on a biannual basis, 
and annually for a smaller subset of partner countries. As a result, year-on-year comparisons provide lim-
ited insight into longer-term geographic priorities, suggesting that trend analysis over extended timeframes 
is required to identify structural patterns. 

Finally, future levels of commitment to Latin America may be influenced by strategic reorientations in Ger-
many’s development cooperation policy. The increased emphasis on Africa and the Middle East in recent 
strategy documents raises the possibility that climate finance commitments to Latin America could face 
downward pressure over time, reinforcing the importance of monitoring both absolute volumes and re-
gional shares going forward. 

Balance Between Mitigation and Adaptation 

German grant-based climate finance to Latin America shows a persistent tilt towards mitigation rather than 
adaptation. In 2024, 54.8 per cent of total grant financing was committed to mitigation-related activities, 
while the remaining share supported adaptation or cross-cutting objectives. A similar pattern was observed 
in 2023, when mitigation accounted for 58.5 per cent of grant financing. Across both years, mitigation con-
sistently absorbed more than half of total grant commitments. This distribution is broadly comparable to 
Germany’s overall climate finance portfolio, indicating a similar balance between mitigation and adapta-
tion at the global level. 
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Figure 3: Balance mitigation vs. adaptation (grant-based) 

 

This distribution indicates a slight but stable preference for mitigation in the allocation of grant resources, 
even though grants are generally considered particularly critical for adaptation measures, which often gen-
erate limited or no direct revenue streams. Given Latin America’s high vulnerability to climate impacts, this 
imbalance raises questions about the alignment of financing modalities with regional climate risk profiles 
and adaptation needs. 

Disaggregation by project type and geography does not reveal a clear structural pattern. Multi-country and 
regional projects do not consistently favour either mitigation or adaptation; their thematic focus appears 
to vary from year to year. Similarly, most individual countries do not display a stable allocation pattern 
across years. Only a small number of countries show a consistent orientation, with Uruguay exhibiting a 
clear mitigation focus and Haiti a predominantly adaptation-oriented portfolio. 

Overall, the data suggest that the mitigation–adaptation balance in German grant-based climate finance 
to Latin America is shaped more by project-specific and negotiation-driven factors than by a fixed regional 
allocation strategy. Identifying whether this represents a deliberate policy choice or a by-product of pro-
gramming cycles would require analysis over a longer timeframe and closer examination of project pipe-
lines and strategic guidance. 

Sectoral Allocation of Climate Finance 

The sectoral distribution of German climate finance to Latin America differs markedly between grant and 
non-grant instruments and varies significantly across years. In 2024, grant-based climate finance was dom-
inated by multi-sector interventions, which accounted for EUR 139 million, representing the largest share. 
This funding is largely delivered in the form of technical assistance provided by the Deutsche Gesellschaft für 
Internationale Zusammenarbeit (GIZ). Energy systems followed with EUR 82.6 million, while forestry received 
EUR 44.8 million. This composition indicates a strong emphasis on integrated, cross-sectoral approaches in 
grant programming, alongside continued support for energy transition and land-use-related activities. 

Non-grant financing in 2024 displayed a markedly different sectoral profile. Water and sanitation (WASH) 
overwhelmingly dominated non-grant commitments, reaching EUR 407.3 million, followed by energy sys-
tems (EUR 146.7 million) and financial systems (EUR 72.5 million). The prominence of WASH reflects the 
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suitability of large-scale infrastructure investments for loan-based instruments, particularly in sectors with 
identifiable revenue streams and strong public utility structures. 

A similar divergence between grant and non-grant finance was evident in 2023, although with different sec-
toral priorities. Grant financing was again led by multi-sector climate finance (EUR 178.8 million), followed 
by forestry (EUR 92.3 million) and energy systems (EUR 62 million). In non-grant financing, energy systems 
constituted the largest sector (EUR 331.2 million), closely followed by multi-sector projects (EUR 315.5 mil-
lion), while transport received substantial commitments as well (EUR 249.5 million). 

Figure 4: Sectoral distribution (grant-based) 

 

Figure 5: Sectoral distribution (non-grant-based) 
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Several cross-cutting observations emerge from the sectoral data. First, large individual loans — particu-
larly in infrastructure-heavy sectors such as water and sanitation or transport — can dominate annual fig-
ures and create the impression of strong sectoral prioritisation in a given year. This underscores the need 
for a multi-year analysis to distinguish structural trends from project-driven volatility. Second, the WASH 
sector appears to be a key driver of non-grant, adaptation-relevant climate finance in Latin America, re-
flecting both climate resilience needs and the bankability of investments in this sector. Third, multi-sector 
climate finance plays a significant role across both grant and non-grant instruments, without a consistent 
orientation towards either mitigation or adaptation. Finally, the relatively strong presence of forestry within 
grant-based finance suggests that German climate finance in Latin America already captures synergies be-
tween climate and biodiversity objectives, particularly in land-use and ecosystem-based approaches. 

Financial Instruments Used 

German climate finance commitments to Latin America are dominated by grants and concessional loans, 
with a limited but noteworthy use of additional financial instruments. The instrument mix and its thematic 
orientation differ substantially across years and between mitigation and adaptation. 

Figure 6: Total non-grant financing 

 

In 2024, concessional loans were committed to only three countries: Brazil, Colombia, and Peru. Notably, 
these loans were primarily directed towards adaptation-related activities.  

In contrast, total non-grant financing – encompassing concessional loans from KfW, equity investments in 
companies, mezzanine finance, senior debt, and syndicated loans – amounted to EUR 791.5 million. Ap-
proximately 70 per cent supported mitigation objectives. Mitigation finance relied almost exclusively on 
traditional concessional loans, whereas adaptation finance made use of a broader range of instruments, 
including concessional loans, equity investments, senior debt financing for companies, and syndicated 
lending structures. 
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Figure 7: Share of mitigation and adaptation in non-grant financing 

 

A similar but not identical pattern emerged in 2023. Concessional loans were again concentrated in three 
countries – Brazil, Colombia, and Mexico – though their thematic allocation differed. In Brazil and Mexico, 
the majority of concessional loans supported mitigation, while Colombia displayed a more balanced split 
between mitigation and adaptation. Overall, nearly 80 per cent of non-grant financing in 2023 was directed 
towards adaptation. As in 2024, mitigation finance relied almost entirely on concessional loans, while ad-
aptation finance employed a more diverse set of instruments, including equity investments and senior debt 
participation in collective investment vehicles. 

Across both years, two broader observations stand out. First, while German climate finance to Latin Amer-
ica exhibits some diversity in financial instruments, this diversity is concentrated almost exclusively in ad-
aptation finance. Mitigation finance remains largely confined to grants and traditional concessional lend-
ing, suggesting limited experimentation with alternative or risk-sharing instruments. Second, the absence 
of guarantees is notable, as is the complete non-use of credit lines – an instrument previously employed by 
KfW. Overall, the commitment data indicate that grants and concessional loans continue to dominate the 
instrument landscape, pointing to potential scope for greater diversification in support of both mitigation 
and adaptation objectives.  

Conclusions 

This policy brief has analysed German climate finance commitments to Latin America through the lenses 
of scale, thematic balance, sectoral allocation, and financial instruments. Taken together, the findings 
point to a climate finance portfolio that is substantial in volume but characterised by volatility, a persistent 
mitigation bias in grant financing, and a relatively conservative use of financial instruments. 

First, the scale of German climate finance commitments to Latin America remains significant, yet highly 
uneven over time and across countries. Year-on-year fluctuations in both aggregate volumes and country 
allocations appear to be driven largely by the timing of bilateral negotiations and large individual projects 
rather than by stable geographic prioritisation. While this reflects structural features of Germany’s cooper-
ation framework, it limits the interpretability of short-term trends and underscores the need for multi-year 
analysis when assessing strategic orientation. Looking ahead, recent shifts in Germany’s regional priorities 
raise the possibility that climate finance for Latin America could face downward pressure, making it im-
portant to monitor not only absolute volumes but also the region’s relative share. 

Second, the balance between mitigation and adaptation in grant-based climate finance shows a consistent 
tilt towards mitigation. Although the imbalance is moderate, it persists across years despite the high vulnera-
bility of Latin American countries to climate impacts and the particular importance of grants for adaptation. 
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The absence of a clear mitigation–adaptation pattern across countries or project types suggests that alloca-
tions are shaped more by project pipelines and negotiation dynamics than by a deliberate regional strategy. 

Third, sectoral allocations differ sharply between grant and non-grant finance. Grant-based climate finance 
is dominated by multi-sector interventions, energy systems, and forestry, while non-grant finance is driven 
by large infrastructure investments, particularly in water and sanitation, energy, and transport. Individual 
large loans can dominate annual sectoral profiles, highlighting the importance of longer time horizons to 
identify structural trends. The prominence of forestry within grant financing suggests that German climate 
finance in Latin America already leverages synergies between climate and biodiversity objectives, while the 
strong role of WASH in non-grant finance underlines its importance for adaptation and climate resilience. 

Finally, the analysis of financial instruments reveals limited diversification. Grants and concessional loans 
overwhelmingly dominate German climate finance commitments to Latin America. While some diversity 
exists – notably through equity, senior debt, and syndicated loans – it is largely confined to adaptation 
finance. Mitigation finance remains almost exclusively reliant on traditional concessional lending. The ab-
sence of guarantees and credit lines is particularly notable, pointing to unrealised potential for risk-sharing 
and private capital mobilisation. At the same time, recent initiatives such as the Green Guarantee Group 
signal growing recognition of this gap and may contribute to expanding the use of guarantee instruments 
in the future. 

Overall, the findings suggest that German climate finance to Latin America is shaped more by programming 
cycles and project-level opportunities than by a coherent regional allocation logic across years. Strength-
ening predictability, rebalancing grant finance towards adaptation, and expanding the use of financial in-
struments could enhance the strategic coherence and impact of future climate finance commitments to 
the region. 
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