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My colleagues in the Development Research Center of the State Council
(DRC) approached me between May and June 2013 and brought me the
message that the International Institute for Sustainable Development (1ISD),
which once worked with them on joint research, wished to conduct a
cooperative program of research with the Research Institute of Finance, and the
topic was to be at my discretion as long as it related to finance and sustainable
development. The first phrase that crossed my mind at that moment was Green
Finance. After the consensus was reached, we launched and later completed
the two-year, two-phase joint research on this topic.

At the early stage of the research, very few reference materials relating to
green finance existed, and many experts didn’t know what green finance was.
At that time, concepts such as Responsible Investment, Green Credit, Green
Bonds, ete. were being used, but there was no international definition or very
much specialized research on green finance. China was no exception to this
situation. Although the Industrial Bank joined the Equator Principles in 2008,
the impact on Chinese financial institutions was rather limited. Meanwhile, the
green credit business conducted by some commercial banks under the guidance

of the China Banking Regulatory Commission, and the pilot program of
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environmental pollution liability insurance carried out by China Insurance
Regulatory Commission all led to limited impacts owing to a variety of factors.

For this reason, during the joint research with 1ISD | we tried to provide a
specific definition to green finance, estimated the total funding required for
China to realize green development by 2020, explored the existing barriers and
supporting conditions required for greening China’ s financial system, including
such aspects as institutions, mechanisms and policies, and then came up with
relevant policy .recommendations. We sought also to collect the fragmented
international practices scattered in various fields in an effort to provide the
referential guidance and experience to success. The achievement of the joint
research was the book titled Greening China’s Financial System, published in
March 2015.

To my surprise, this publication was received with wide acclaim.
Furthermore , increasing numbers of government officials, scholars, financial
institutions and entrepreneurs came to know and put green finance ideas in
practice with admirable aspirations. Green finance has progressed rapidly in
China in the past two years. Internationally, the efforts of the Chinese
Government to promote green finance have been highly regarded and widely
imitated. The topic was included in the G20 agenda, and the UN Environment
Programme ( UNEP) established the Inquiry into the Design of a Sustainable
Financial System. All of these made me realize the value of our team work and
the need to help more people to know the latest advances in China’s practice in
green finance through this revised publication, so as to attract more people to
join forces in promoting the development of green finance. The revision of this
book is motivated principally by three considerations: first, we have tried our
best to bring up to date the materials, data and governmental policies as they
have evolved in China over the past two years; second, we add some domestic
and international cases; and, third, we offer an abridgement of the original

book. We hope the revision can bring new experience and inspiration to our
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readers. We welcome any comments, feedback and corrections as we know
there are certainly some omissions and errors due to lack of knowledge and
experience of the authors.

Though short, the two years are long enough for some changes to happen.
Mr. Mark Halle, Mr. Simon Zadek and Ms. Kelly Yu, the three major
members of the international team, have left 1ISD to work in the UNEP Inquiry
team, while I have left the office of Director General of the Research Institute of
Finance due to retirement. The good news is that, though our research project
has come to an end, the journey of green finance is entering its prime time.
Taking advantage of this revision, I would like to express my gratitude to the
international and Chinese team who have made significant contributions to this
book and friends who have offered us their warm hands. Many thanks go to Mr.
Scott Vaughan, IISD President, Mr. Mark Halle. Both offered great support
for the organization, implementation of the project and information exchange ;
Mr. Simon Zadek who had done a lot in organizing the project research and
drafted some important chapters as the international expert; Ms. Kelly Yu who
provided great support in terms of coordination of international and Chinese
teams, gathering and arrangement of research materials and international
exchanges; and Mr. Leiv Lunde, the Director of Strategy in the Norwegian
Ministry of Foreign Affairs, who had devoted efforts and time to our visit in
Norway, | was deeply impressed by his kindness and gentle manner. Many
thanks also go to my colleagues of the Chinese team, and they are: Ms. Zhang
Liping, Ms. Tian Hui, and Ms. Chen Ning ( Research Institute of Finance,
DRC), Mr. Zhuo Xian ( Department of Development Strategy and Regional
Economy, DRC), Mr. Wang Gang ( Research Institute of Finance, DRC),
Professor Ma Zhong and Professor Lan Hong ( School of Environment & Natural
Resource, Renmin University of China ), Mr. Zheng Zheng ( Investment
Research Institute, Academy of Macroeconomic Research, NDRC) and others

who have contributed their time and efforts to this book. Special thanks go to
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Ms. Tian Hui who has undertaken most of the revision work. Such institutions
as Shanghai Stock Exchange, Industrial Bank and Bank of Qingdao, etc. also
provided excellent case support to this book. I want to extend my gratitude and
thankfulness to all those who have contributed to this book but are not listed

here.

i'i(?i“fs—

Former Director General, Research Fellow

Research Institute of Finance, DRC



2013 £, EHRRREAR TS (DRC) 5EBFETHEK R AR
(ISD) FFEAETE, FHEGCLMEFENR KR, #EFERMA
RBAHHRETNE. GRHENAGZELBNPZIED, RELBAH
KEAKERE-ANMDRTYE, HREARBEEFAKBNED —H L0
RARNE|LHHE T AR RTFEH R HNTE F £, KESRMIF
HERATREAR Y H BB Z -—FEHAEL, BREF2AA
HEXRFREIR - FRELBITRENLREHHFLY B R
B, X—VEERUFTRIGEBLLEERRK ELERNRNT .

TRGEeEMmeFRATHENRFRELN. PEBRFAMLE &
HIEHFAEHRE, BB ETHAMRBOREIEALS, Whm £
AXAKNER, Mem¥ [ IELL ) MEEHME R ERFRAESI,

B2, B4RARFARTC -ERITHEREFA AR GEHARNE
ERNETHRABRLIRN 2 HFHR, ZRAHARAARNBAYT RRER
KENNRTINF, TRRGEEN SR, FFHALFEXRT L
LENRERE, NERLBIEAATH S LAEEFNFRENE S,
MR HEBITE S BTN BEMEERUENT, EREBIBLE
HRIELRERTUES THER Ko

WEZE, wHARL, ZRARIRT 2RAEEEH KB W,



SRR E S URGE A SN S RS PR HE S

EPE, ZHREHERRT HE L8 TN (Green Finance Task
Force) W, HEZ G REFER LT PELMIT TN TERET £,
FTRRTHEAREASKXARAALNBRH, BEEVENE, FE
RAGELMmBERNNARATHE, Gln, 82015 FRPERTH &5
MRS GE G FTIHR R, TEAE 2016 £33 KA K EHRkFRIATHA
RARH o

ERERAAHLEZUN—p & T, YELEEREZE LEREZES
e, BEFRARFRZFTC -EBRTHERXETNEREETFE -4
FHEEHENRRE T, RAEHXFEAXNEZTHRELBE R R ITKTNE
Welg, ZMERTEREN KSR FERET, ETHYENEZRT
FeRUFEeLmAFETS, FEF, EAMERXENELE, #2016
SHAE_TESEHAREETREEHE, YEBHFCRT —+tEEE M4 E
BG4 R /N4 (Green Finance Study Group) , F EH £ & & %4
Rl EREEEFERRT T XA E/MAT N HE S &, 2017 FEEHE
FE_tESAREEREHE, FRDAMELEITRIMX T,

FTRENN - NEERRRE, FELBELERRBEIRLR
KPHERFRA—NEREA, AEHR AR S 2RE K%
EfRASNEEEE, ettt AERRT. BT ELAL UK
REKERATEZFAELE K EAR ., B4 B A XA UK H LA %
HENTHAFAPNEEERERK, 2ABH, FIAAMARE
MASENZETARABOTIRERXEERURCRAGEREEN
TR o

FLBMTHEIREHMETEN, AXESENLHKNE, CFKEE
AREEFRZFEN, EELMEKE, THRERTNE, THEKR
RS RHERQBIEURFESHMNE, EHLREF, RETTREH
Wi Tk, XML EHRAENEE, B NS BN Y R FH
bRERESIRKECLBAENRE, 2FRELK, HERRFINXEN
EAAMAAET 2t d, BdXMFTR, —IM2XKEEH. B
THELMAEN LB L HFNEEEHH R, HEHHE S L4



| S8 BREE |

EEEN -

O BAEFEMKE R THREABEL” AEH THEA (Inquiry)
Yty “A%pr#s, RFH%A" (From Momentum to Transforma-
tion), BfHN, BRAAELFWASCEHK, ELERNTUCE
BRBEHARKEAEBLTHIRREHEL N EE, RNFEW
RARWHAAATHWAEHA, FENZESRANTHETUHA
M #E4T 4 B $ESC B 46 AL ATk S H X — B AR

ERNBESLL: LROFHARSZERSRERTE FOH 4
REFTEGEAMALEWB I Z R LAY, THTHESHRSDEHT
UHETMEBER AT, EEXRAABSE - RETZEHRELTH
LA, BB BEAABHABIT, A RTEFAR, UHELE
SRR EAREKEEH R AL FHRLENE KB T LWAT,

Mh M

[ P ] 458 S TR S B ol BT 2
WA T B 5 A0 3 w5 8 40 Rl A 2R B R -0 L o R )



I PIOMAIO]

When in 2013 the Development Research Centre of the State Council
(DRC) invited 1ISD to cooperate on a project to assess the potential for green
finance in China, and to identify priorities for action by the Chinese
government, little was known about the field. Green finance was largely a
boutique market for those investors with a conscience who wished to invest at
least part of their capital in projects that would have a positive-not a negative-
impact on the environment. The idea that green finance might be made
mainstream was at the time considered utopian. Certainly nobody suspected that
this research would trigger and amplify a global movement for green finance
sector reform. And yet this is exactly what happened.

The call came at exactly the right time. The Chinese government,
conscious of its environmental challenges, had invited all sectors to consider
how they might contribute to accelerating the transition to “ Eco-Civilization™ ,
and the financial sector, with its power and importance, could not be left out.

The significance of the DRC-1ISD research, however, lay in the novel
approach that it chose to take. Instead of asking how the boutique green
investment market might be expanded, it set about to identify, across the entire

financial sector, what reforms might be necessary to align financial and capital



