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India’s climate finance outlook

Earlier this year, we published a report on The State of 
Climate Finance in India 2022, our second annual 
stock-taking of India’s climate action priorities. The 
report sparked many a discussion on the future of 
climate finance, and the many opportunities and 
challenges it presents.

As a next step to these conversations, we reached out 
to 200+ investors to ask for their views and thoughts 
on how they are looking at allocating capital to climate 
action. Every one of these investors had made at least 
one climate positive investment since 2021 and we 
were curious to see where they were headed next.

We define climate finance as any approach that 
provides financial capital to startups and ventures 
working in the climate action space. This survey looks 
to give context on the type of investors operating in 
this space, their focus areas in climate action, along 
with the opportunities and challenges they see. 

What follows is a summary of the responses we 
received on our survey. It is clear to us there is 
significant interest in climate positive investments. 
What is more heartening is that investors are looking 
beyond renewable energy and electric vehicles on 
focus on new and emerging areas within climate 
action. That said, a vast majority of those willing to 
commit capital also believe that they have limited 
visibility on deal pipeline.

At Climake and Unitus Capital, we are starting to see 
an increasing number of innovative startups looking 
to raise capital. The enabling environment - markets, 
mentors and capital structures – is also gradually 
emerging but possibly at a pace slower than what our 
survey respondents are looking for.

Climate positive investments are growing in 
focus

Climate startups are becoming more 
investment ready

EXECUTIVE SUMMARY

http://unituscapital.com/updates/195/The_State_of_Climate_Finance_in_India_2022
http://unituscapital.com/updates/195/The_State_of_Climate_Finance_in_India_2022
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The predominance of venture capital investors is 
reflective that most startups and innovations, outside 
of the renewables sector, are at a relatively 
early-stage; the main climate finance need is in 
validating technologies and building traction. 

This is shown with 74% of investors looking at pilot 
and early-stage investment. The 48% who focus on 
growth capital is a healthy sign from investors that 
climate tech startups in India are on the path to 
fulfilling their promise. 

However, the fact that most investors are looking at 
this space opportunistically – 44% - further 
exemplifies the nascence of climate investors in India, 
with climate focused-funds and climate-focused 
thesis only slowly coming to the fore.

INVESTOR SURVEY RESULTS

Stages of ParticipationType of Investors Investment Approach 
in Climate space

Venture Capital 

Private Equity

Development 
Finance 
Institutions

Pilot, early stage

Growth

Concept and R&D

Opportunistically

Significantly

Exploring

48%

78%

13%

17%

57%

13%

35%

44%

22%

% of  respondents
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These 4 sectors are critical to addressing near-term 
climate action, mainly mitigation, and work with 
external factors (e.g. policy, technology, and customer 
readiness) that make the growth of startups to 
scalable ventures likely. 

Climate tech and circular economy are relatively new 
sectors in the investors’ lens. Their higher interest is 
built on its greater potential and the nacense of the 
sector at this time, a significant opportunity area. The 
main investor focus is on early traction and growth, 
and prototype commercialization, especially in 
deep-tech innovations.

Sustainable energy has been a mainstay for India’s 
climate action. The main investor focus is on growth 
capital to scale proven technologies, reflective of the 
large potential for adoption.

Electric vehicles offers both a growth opportunity, e.g. 
in the manufacture of EVs, while indigenising battery 
and other parts of the EV infrastructure, assumed to 
be better suited for the local context is increasingly 
being supported as early-stage financing.

INVESTOR SURVEY RESULTS

% of  respondents

CLIMATE 
TECH

CIRCULAR 
ECONOMY

SUSTAINABLE 
ENERGY

ELECTRIC 
VEHICLES

65% 61% 60% 57%
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Climate tech is a broad term that covers various 
technologies that reduce GHG emissions across 
industries. Its interest for investors comes from its 
potential in solutions that have a wide scope for 
implementation and which supplements other growing 
sectors and solutions.

Energy efficiency is an attractive climate tech areas to 
invest in as such technologies are able to demonstrate 
financial value to customers in climate tech, making scale 
and adoption quick.

Energy storage has a crucial role to play in strengthening 
renewable energy systems, and is relevant as renewable 
energy adoption increases.Interest in carbon capture is 
likely driven by the potential that carbon dioxide removal 
from the atmosphere can lead, but technologies and 
startups in this space are nascent and cannot be 
considered as mainstream.

The low level of interest in green chemicals can be 
attributed to the need for in-depth technical expertise to 
gauge the potential and efficacy of solutions that can 
require specialized knowledge.
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Circular economy is driven by the need to address 
external constraints and issues. As societies and 
governments globally are becoming conscious about 
climate change and its effects, a realisation of our limited 
resources and urgent need to move from linear economy 
to circular economy to sustain ourselves is sinking in.

Waste management solutions are driving the circular 
economy charge. Startups are efficiently organising the 
waste management sector, primarily around e-waste and 
plastic recycling where extracted waste materials can be 
of high value. These leverage a strong informal sector with 
technology, and improving recycling technologies to 
extract higher-value materials at end-of-life.

Sustainable materials are needed for a long-term 
transition. By addressing the waste problem at the source, 
these potentially offer a greater impact in enabling circular 
economy, but face adoption challenges in the near-term as 
it often requires users to change how the produce or 
deliver their products and services. 27% of investors in 
Others don’t prefer investing in this sector.
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The energy sector is the largest single contributor to rising 
GHG emissions, making sustainable energy a key climate 
action sector. It is more mature than other climate action 
sectors as policy directions incentivize adoption, and large 
pools of capital is available from diverse sources: private 
funders, governments, and development finance.

Solar energy is a high interest area due to the diverse 
ways these can be adopted and the potential they offer: 
large-scale, rooftop, and decentralized renewable energy, 
to name a few. Contrast this to wind energy, which is 
almost exclusively looked at through large-scale energy 
generation projects where players have largely become 
consolidated.

Waste to energy addresses 2 key areas: waste 
management and clean energy generation. The sector is 
witnessing a surge as the technology has achieved a level 
of financial viability to be deployed both as large 
grid-connected projects and smaller captive units.

Biofuels has the opportunity to leverage government 
norms that mandate minimum biofuel composition in 
everyday fuels, which have steadily increased.
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With the Indian government actively laying down 
favourable policies for the adoption of electric vehicles 
(EVs), private investors want to be actively involved 
across the EV ecosystem.

Charging infrastructure is critical to make EVs 
mainstream with more than half the respondents 
identifying it as an investment focus area. The sector has 
a lot of potential for scale, but charging standards need to 
be defined and standardized for growth investment to 
follow.

Mobility as a service offers diverse options on how 
consumers use and engage electric vehicles, from 
integrating transportation and payment modes, to 
accessing EVs for last mile deliveries and ecommerce 
fleets.

EV vehicle manufacturing is currently focused on 
increasing production and scale, which makes it a capital 
intensive. This is leading to existing automakers partnering 
with OEM startups to build their EV fleets; batteries and 
their management, in particular, will be a key area.

INVESTOR SURVEY RESULTS
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Climate action is at a nascent stage and is only going 
to grow as we face the effects of climate change, and 
as governments, businesses, and other institutions 
take more concrete action towards it.

Getting in early and this potential is a driving factor for 
investors to look at climate funding, with over 73% of 
survey respondents identifying the scale opportunity 
as a reason to invest. 

Profitability also ranks high, and this can be expected 
in sectors that have started to mainstream, such as 
renewable energy, and in sectors that are growing due 
to external factors, such as compliance requirements in 
the circular economy space. 

The low percentage for exits reflects the low maturity 
of climate action startups. We are yet to see many full 
cycles of climate tech startups offer significant return 
multiples to private investors.

Even though the narrative on climate action often 
takes an impact lens of tackling climate change, only 
about a quarter of all investors take this view in 
determining whether climate finance is lucrative. This 
shows the approach that decision making on entering 
in climate impact is more on the opportunity a new 
technology or sector offers, and less specifically on 
the mission to combat climate change. 

INVESTOR SURVEY RESULTS
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Since climate tech is a new and growing field, where 
one has to understand the dynamic deep-tech, the 
players, the supply chain process, post product 
lifecycle and its impact on the environment, investors 
believe their limited knowledge is a hurdle to decision 
making. 33% of respondents find it challenging to 
invest in climate tech companies because of their 
limited knowledge of this space.

Valuation and return potential and expectations ranks 
lower as a challenge as there is a growing number of 
startups able to demonstrate significant valuation 
potentials. This is largely driven by climate action 
solutions becoming more important and supported in 
their adoption by external factors, and by a more 
long-term view on the potential that more advanced 
solutions can offer in the long-run.

The nacense of climate action ventures also throws up 
challenges for investors that do need to be overcome.

The limited visibility on exits is a challenge that is 
representative of the stage we are in, is the limited 
visibility on exit. Identified as the main challenge by 
investors, startups often do not have clear parallels 
and approaches to clearly define exits opportunities on 
as the rule books for their sector or solution is often 
being written by them or an equally recent competitor. 

Insufficient dealflow and pipeline is mentioned by 
almost half of the respondents as a challenge faced; 
this can especially be from investors who are exploring 
or opportunistically looking at climate action. 
Subsectors often has few startups who fit the 
investment-readiness profile of investors who look at 
other sectors, e.g. software tech. While more startups 
need to be supported to achieve such a level, there is 
also a need for investors to understand the operational 
context of the sector, e.g. solutions often involve 
physical, hardware and can be asset-heavy, which can 
differ from other sectors.
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Climake and Unitus Capital are working on creating an 
ecosystem for climate finance. We gave respondents 
the opportunity to share what they would like to 
understand better in the climate action space.

The majority of investors want more information on 
emerging tech beyond renewable energy and electric 
vehicles. Investors consequently believe that new 
“climate” action companies would benefit from a 
different funding structures than current, traditional 
approaches. Consequently, opportunities in the climate 
finance space are of interest.

Government policy is increasingly supporting climate 
action. Private and public climate finance will be key 
elements to support this. Investors are interested in 
the trajectory for climate finance, its future scalability, 
the current challenges, and its solutions.

Investors understand that while individual investments 
can make a tangible impact, some challenges are 
better handled in collaboration with peers. A need to 
work together, share experiences and set new 
standards to measure tangible impact is desired,

INVESTOR SURVEY RESULTS

The 8 big calls to action to strengthen understanding around climate action 
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This report is jointly published by:

Unitus Capital was founded in 2008 to accelerate the development of 
local and international capital markets for the benefit of businesses 
delivering deep social and environmental impact. Since its launch, Unitus 
Capital has been committed to delivering best-in-class investment 
services that unlock the capital needed to fuel the rapid and sustainable 
growth of businesses committed to positively impacting the lives of 
low-income populations. To date, Unitus Capital has raised USD 3 
billion+ in capital for 140+ enterprises.

unituscapital.com

Climake is a growth platform for climate tech startups to access markets 
and access equity and non-dilutive capital. Climake works to support the 
development and adoption of innovative  structures to mainstream 
climate innovations, by employing targeted approaches focused on 2 
core areas for startup success: financing and funding, and market 
growth.

climake.co

http://unituscapital.com/
http://climake.co
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