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Overview of China’s Fast-Growing Green Finance Market
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Key Pillars of China’s Green Finance Policy Framework

Green Finance Policy Framework
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Timeline : Taxonomy and Reporting as Key Enablers
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CBRC: China Banking Regulatory Commission, which was restructured as China Banking and Insurance Regulatory Commission (CBIRC) in 2018 and further to the National Financial Regulatory Authority in 2023;
PBoC: The People's Bank of China; NDRC: National Development and Reform Commission

Source: Official website -
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Taxonomy-Driven Green Lending Mechanism

In China, green lending follows a top-down process:
PBoC/NDRC/NFRA issues a green taxonomy that guides banks in identifying eligible green projects or assets.
Banks review, approve, and issue loans accordingly, under regulatory supervision, and may report activities to
authorities.

PBoC issues
Taxonomy

Banks

identify projects
& Loan approval

Regulatory
supervision

Reporting to

authorities

PBoC issues the Green
Industry Catalogue,
setting standards for
green industries and
defining eligible
projects/assets.

Banks identify green
projects/assets based
on the taxonomy,
implementing a full-
process approval for
loan issuance aligned
with these criteria.

Regulatory supervision
establishes
corresponding reporting
standards to ensure
compliance and risk
control consistent with
the taxonomy.

Banks report relevant
green loan information
to authorities as
required, enhancing
transparency and risk
disclosure.

Source: CASI Analysis
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China’s Green Finance Taxonomy Update: Embracing
“"Decarbonization” Beyond “"Green”

Green Industry Guideline Catalogue (2019 Edition)

Key Difference

B PEARSIEERERANEERS Three-tier classification
RS IO R AR o e SPRIE (7 primary, 31 secondary, and 246 The updated directory name reflects a shift from
> B8 tertiary categories) outlining key N e “green” to emphasizing decarbonization and
ETO% REPLESER QY%ER) » g Areas such as energy saving, 9 transition, integrating carbon neutrality goals with
carbon reduction, environmental financial mechanisms.
UG (217) 258 protection, resource recycling, etc.
Industry restructuring supports clearer boundaries
2 Clarification aligned with decarbonization and low-carbon
— transitions.

Expanding coverage to include key emerging
3 Expansion industries, highlights emerging industries central to
@ ke rouil L E L e et A1 ndate of the 2019 ver., China’s low-carbon transition ambitions.

refining secondary industry

ﬁ s categories and expanding

coverage of tertiary sectors. Clearer definitions and regulations drive efficient,

4 Regulation high-quality decarbonization efforts beyond simple
green measures.

National Development and Reform Commission

ERERXERSEN0R (FSERNDSURSER (202458) )

___________________________________________________________________________________________________________________________________________________________________

Source: CASI Analysis
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Data Standardization As a National Consensus

Five Major Financial Articles

Sci-Tech ‘ ‘

A more systematic and
Finance

comprehensive statistical framework
has been developed to cover the

A @ “Five Major Financial Articles”,

" AR standardizing the scopes, indicators,
Digital o m sy DEIESE Green definiti d T . har
Finance TESR®RE CSRe Finance efinitions, data collection, sharing,

A ‘ disclosure, and inter-agency
= DMCERR responsibilities

ERSMEEEELE

¥*~ National Financiad Reguatory Administration

*The statistics cover a wide range of financial instruments, including
Pension Inclusive loans, bonds, equity, asset management claims, funds, insurance,
Finance Finance and derivatives, with over 200 core indicators.

Source: https.//www.gov.cn/zhengce/202504/content_7019615.htm
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PBoC:“"Form A3327" Special statistics on green loans
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PBoC: Revisions to the "Form A3327"

At the beginning of 2025, the PBoC revised Form A3327 for the special statistical
reporting of green loans.

e — -
Supplementary reporting

enhanced with data on:

Updated green loan -  Number of Loan Accounts

indicators and definitions to
align with the 2024 Green

New indicators introduced
for overseas green loan

« Environmental rights-
backed loans
CO:2-equivalent emissions
reductions from green
loans

exposures, reflecting cross-

and Low-Carbon Transition border project financing

Product Catalogue

Source: CASI Analysis
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PBoC’s green finance evaluation system incentivizes

banks to improve reporting

« In 2021, the PBOC released the Green

Finance Evaluation Plan for Banking
Institutions.

« The evaluation applies to 24 major
banks, including policy banks, large
state-owned commercial banks,
joint-stock banks, and some city
commercial banks.

« The evaluation results are integrated
into the PBOC's institutional ratings
and other policy and prudential
tools, reinforcing green finance
incentives.

Evaluation Indicators

Quantitative Indicators

. Proportion of Total Green Finance
Business

. Share of Total Green Finance
Business

. Year-on-Year Growth Rate of Total
Green Finance Business

. Proportion of Total Risk Exposure in
Green Finance Business

1. Determined by the People’s Bank of
China based on the daily
management and risk control of
banking financial institutions and
according to the qualitative indicator
system.

Source: CASI Analysis
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Banks in China are elevating ESG disclosure from
regulatory duty to strategic imperative

Governance Strate Risk Metrics and
ay Management Targets Key Findings
@zaz2es ) P @ 00O
IROLIETRIAL ARD CORAAZRCIAL LANS CF CHING

o\ MERIBIRT

China Construction Bank

Most financial institutions in China are
adopting the TCFD framework,
beginning with its four foundational
pillars. Banks, in particular, have

@ ¥ &) 4L 45 demonstrated strong performance in

BANK OFF CHINA governance structures and related
disclosures.

@ ql?f%?aﬁ However, disclosure remains limited in

areas such as metrics and targets,
reflecting a need for further capacity
building and data development.
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Source: CASI Analysis -
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Building ESG Disclosure on the Four Pillars of the TCFD

Key Insights

0((\9\6 .
<+ 4 Pillars of TCFD

[ «  Bank of Communications has established a ‘bottom-up’ ESG management system with clearly
— defined responsibilities across governance bodies.
(] ]

« The Board of Directors sets the ESG strategy, while the Social Responsibility (ESG) and Consumer
Advocacy Committee oversees its implementation and monitors progress toward ESG goals.

Governance
« China Construction Bank’'s ESG agenda focuses on three strategic pillars: Green Finance
Management, Comprehensive Risk Management, and Carbon Footprint Management, each with clear
goals and targeted actions.
Strategy + Six key tasks support the implementation of these strategies toward sustainable banking leadership.
« Industrial and Commercial Bank of China has embedded climate risk into its overall risk
S management framework by establishing a dedicated system.
Q « Through a robust climate risk database and a self-developed carbon footprint management
system, ICBC supports data-driven climate risk analysis and tracks emissions across its domestic
Risk Management operations.
@ - Bank of China Hong Kong manages financed emissions using the PCAF standard, applying
as advanced modeling across seven asset classes and setting net-zero pathways for key sectors.
« The bank targets carbon neutrality in operations by 2030 through a “"Reduce-Replace-Offset”
Metrics & Targets approach, supported by green buildings, energy upgrades, and sustainable branch design.
Source: CASI Analysis -
13
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Gaps and Challenges in Sustainability Disclosure Practices
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Strategy Risk Management Metrics and Targets

Surface-level structures Inconsistent follow-through

* Most organizations have « Even when sustainability
established sustainability strategies exist, their
committees. effectiveness is rarely reviewed.

« However, many lack regular * Regular evaluations and risk-
meetings or strategic focus. return analyses are often

missing.

Lack of strategic integration

- Meeting topics rarely linked to Weak performance
core outcomes like revenue or assessment
performance evaluation. « There is little evidence of

« Governance remains strategic impact measurement.
experimental and disconnected « Few companies demonstrate
from overall business strategy. robust strategic execution or

- Efforts have not permeated core refinement.

decision-making.

Source:

Reactive and fragmented

« Risk management is often case-
specific and event-driven, which
lacks industry-wide or systemic
thinking.

No integration with operations

and lack of capacity

» Integration with pricing,
planning, and operations is
minimal.

» Risk capabilities remain
underdeveloped and siloed.

Limited involvement
« Frontline employees'
engagement is low.

« Responsibility lies with small,
isolated teams with limited
influence.

Narrow scopes

« Most targets focus on Scope 1
and 2 emissions.

* Scope 3 - emissions across the
value chain—is often ignored.

Lack of transparency

« Public disclosures are rare,
reducing accountability.

Limited impact

« Weak coverage of emissions
undermines the credibility of
sustainability strategies.

» Metrics are not used to drive
meaningful performance
improvement.

- CASI




Digital Solution for Reliable Green Loan Reporting

From Taxonomy to Reporting:
Driving End-to-End Integration to Strengthen Data Quality

Integrate Green
Taxonomy/regulator
requirements into
Credit Systems

ot ot aeane9® | | Automate Reguiatory | | Ensire Endto gna
Digitally Data Generation Compliance

Source: CASI Analysis -
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Example: End-to-End Green Loan Reporting Flow

\e
'o<<\Q

personnel
Involved

Y
< Client Match eligible green projects/activities

Engagement within the product framework Client registration

+ Client

* Manager

* Business sk DEXEIES _ DLGAEEN Credit proposal valuation e [lielsor
Supervisor Application collection investigation identification

+ Branch Manager

« Next-level

: Green loan
Credit Approver

Contract Green project Credit proposal valuation Credit approval

preparation review assessment : feedback
review

Credit Approval

Green loan contract

+ Client Manager Credit Review Credit application Credit assessment terms validation

1

i Contract signing
i + Disbursement

! Officer

|

+ Finance Staff .
Disbursement

Management

Disbursement application Disbursement review Disbursement recording

i+ Client Manager :
i « Business FOSHEE On-site post-loan inspection IR Joem enwronmeptal Statistics and reporting
| Supervisor Management performance evaluation

Source: CASI Analysis
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Aliance of Sustainatle Investment
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