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Finance ONLY those investments that provide BOTH  
• Environmental Sustainability …..of Natural Capital
• Financial Sustainability …..of Financial Capital

1. The Need: Green Finance 

The financial system should play an important role 
in promoting the green transformation of our 

economies. The launch of the Sustainable 
Development Goals and the agreement reached at 
the Paris Climate Summit, both in 2015, established 

ambitious targets for transitioning the global 
economy along a low-carbon, inclusive and 

sustainable pathway. 

To “Green Finance” Economic Development

Green Benefits:
“Liveability + Climate Change”

• Reduction in Air – Water – Land Pollution
• Reduction in Greenhouse Gas Emissions
• Improved Energy Efficiency 
• Mitigation of & adaptation to climate change
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Green Finance Channeling in PRC

Strategic Initiatives and Leadership under G20 Framework  
( NDRC, MEP, PBOC, and Regulators for ‘Greening China’s Financial System’)

Policy Initiatives and 
Regulatory Framework
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Financial Institutions and Instruments
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International and 
Regional 
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ETS
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2. Green Finance in PRC
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Governments committing to ‘Greening the Economy’

 Increase non-fossil fuel portion of 
energy mix from 11.2% to 20% 
(2030)

 Reduce carbon intensity (per unit 
of GDP) to 60-65% below 2005 
levels (2030)

 Peak CO2 emissions around 
2030,and before if possible

But…the Challenge is the Huge Financing Needs from Non-Public 
Sources: US$ 6.7 trillion needed --$320 bn p.a.

3. Green Finance Challenges
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Issues in  Mainstreaming of Green Finance
o Lack of Incentives to Attract Private Capital
o Limited Financing Instruments to Meet the Needs -> 

Diversifying Financing Channels via PE, PPP, Direct Financing 
through VC, Capital Markets, etc.

o Lack of Leverage -> Public and MDB Funds for Leverage 
o Externalities Beyond Borders-> Regional and Global 

Approach
o Sustainability ->Dependence on Subsidy to Market Based 

Financing 
o Lack of knowledge on Emerging New Technology and Risks 

inherent -> Improving Risk Assessment and Pricing Model for 
New Technology

o Monitoring and Enforcement Systems

3. Green Finance Challenges
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• Credit Guarantee
• Private Equity Funds
• Public Private Partnerships
• Climate Change Fund
• Poverty and Environment Fund

• Climate Change Financing
• (Emission Trading Scheme, etc.)
• ESCO Financing
• Risk Mitigation – Catastrophe 

Insurance, CAT bonds
• Carbon Market Program (CMP)

• Institutional Capacity Building
• Policy Advisory
• Knowledge Sharing
• Researches on Green Financing

• Clean power generation
• Energy efficiency improvement 
• Water
• Transportation
• Urban
• Agriculture                 

Conventional 
(Loan) Knowledge

LeverageInnovation

4. ADB’s Approach and New Opportunities
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Innovative Financial Initiatives (1)

Emission Trading Scheme (ETS) 
o Designed to enable the trading of emission reductions between enterprises that 

have obligations for emission reduction
o Market-driven emission reduction

Key ADB Initiatives in PRC
o Advancing Shanghai Carbon Market through Emissions Trading Scheme (TA, 2012)
o Developing Tianjin Emission Trading System  (TA, 2011)
o Market-Based Eco-Compensation Mechanisms in Beijing (TA, 2013)
o Study on Beijing Green Finance Development Strategy (TA, 2010)

Policy Advice & 
Capacity 
Building

Pilot ETSs in 
carbon 

intensities

Nationwide 
ETS
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Presentation Notes
ETS  is designed to enable the trading of emission reductions between enterprises that have obligations for emission reduction. Compared with other GHG emission control measures, ETSs offer greater flexibility to determine the price of carbon by using market measures. They allow targeted installations to meet their carbon reduction obligations by purchasing cost-effective carbon reduction from other installations. Many jurisdictions have implemented or plan to implement ETSs. Among these jurisdictions, the European Union ETS is widely recognized as the first and biggest international scheme, covering some 11,000 power stations and industrial plants in 30 countries.The National Development and Reform Commission requested five cities with high carbon intensities—Beijing, Chongqing, Shanghai, Shenzhen, and Tianjin—along with the provinces of Guangdong and Hubei to set emissions control targets and submit proposals on pilot ETSs.



Innovative Financial Initiatives (2)

ESCO Financing

Key ADB Initiatives in PRC
o Green Financing Platform for Accelerated Air Quality Improvement in the 

Greater Beijing-Tianjin-Hebei Region (FIL with Green Leasing, Green Bond, 
Green Credits, and Guarantee, 2016)

o Shanxi Accelerated Energy Efficiency (FIL, 2016)
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Innovative Financial Initiatives: Leverage (3)

Key ADB Initiatives in PRC
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Innovative Financial Initiatives (4)

Non-sovereign Mobilization of Market Resources 
(On- going and Future Initiatives)
o Bank Loans based on Future Earnings
o Factoring of Accounts Receivables
o Design and Issuance of Collective ESCO Bonds
o Revenue/Assets-backed Securitization
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ETS  is designed to enable the trading of emission reductions between enterprises that have obligations for emission reduction. Compared with other GHG emission control measures, ETSs offer greater flexibility to determine the price of carbon by using market measures. They allow targeted installations to meet their carbon reduction obligations by purchasing cost-effective carbon reduction from other installations. Many jurisdictions have implemented or plan to implement ETSs. Among these jurisdictions, the European Union ETS is widely recognized as the first and biggest international scheme, covering some 11,000 power stations and industrial plants in 30 countries.The National Development and Reform Commission requested five cities with high carbon intensities—Beijing, Chongqing, Shanghai, Shenzhen, and Tianjin—along with the provinces of Guangdong and Hubei to set emissions control targets and submit proposals on pilot ETSs.
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