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Abstract: In recent years, green finance has received a lot of attention as one of the 

most important means of sustainable development in different countries. Under the 

policy guidance of the "14th Five-Year Plan" which regards "carbon peaking" and 

"carbon neutrality" as one of the main goals of future development, China has adopted 

a series of policy measures such as green financial standards and information 

disclosure requirements. This paper combs the current situation of China's green 

finance development, examines and explores the development path of green finance 

suitable for China's reality. 
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1. Introduction 

China is at a critical stage of economic structural adjustment and development mode 

transformation. The Chinese government attaches great importance to environmental 

issues and practices the concept of green development [1]. The report of the 18th 

National Congress of the Communist Party of China proposed “giving a prominent 

place to building an ecological civilization”, and the report of the 19th “Man and 

Nature”, indicating China's determination to achieve green and sustainable 

development. Green industry and sustainable economic and social development are 

inseparable from supporting green finance [2]. In 2007, the former State 

Environmental Protection Administration, the People's Bank of China and the former 

China Banking Regulatory Commission jointly issued Opinions on Implementing 

Environmental Protection Policies and Regulations to Prevent Credit Risks, taking credit 
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as an important market tool to protect the environment, save energy and reduce 

emissions also marks the official launch of green finance. In 2012, the Green Credit 

Guidelines issued by the former China Banking Regulatory Commission marked the 

official launch of the Green Credit Policy and brought green finance to the attention 

of the banking industry. In 2016, seven ministries, including the People's Bank of China 

and the Ministry of Finance, jointly issued the Guiding Opinions on Building a Green 

Financial System, marking the official establishment of China's green financial system. 

The document clarifies the importance of building a green financial system. It also 

pointed out that it is necessary to establish a sound green financial system in terms 

of developing green credit, promoting the securities market to support green 

investment, setting up green development funds, developing green insurance, and 

improving the trading market for environmental rights and interests. 

At present, global warming poses a serious challenge to sustainable economic and 

social development. As the world's largest emitter of greenhouse gases, reducing CO2 

emissions is of great importance in controlling global warming. In September 2020, 

China solemnly proposed the “30×60 target”, taking the initiative to assume 

international responsibility for combating climate change and make China's 

contribution to the global reduction in carbon emissions. In this context, exploring the 

green path of financial support for a low-carbon economy is of great practical 

importance [3]. 

 

2. Status Quo of Green Finance Development in China 

The development of China's green financial system is pursued by the government from 

top to bottom. Although it started late, after continuous exploration and practice, 

fruitful results have been achieved in the areas of policy system, regulatory system, 

incentive mechanism, product and market system [4]. 

2.1 Build a systematic green fiscal policy system 

In 2015, China successively released a series of major anti-pollution work plans, which 

became the first policy practice for the subsequent full-scale and rapid development 

of domestic green finance. In 2016, China issued the Guiding Opinions on Building a 

Green Financial System and proposed Building a “Perfect Green Financial System”in 

the“13th Five-Year Plan”. In 2021, the “14th Five-Year Plan” once again emphasized 

the need to “vigorously develop green finance”, and it is of great significance to build 

green finance under the “dual carbon” goal. At present, China has established a 

relatively comprehensive policy framework in terms of macro-level top-level design 

and micro-evaluation standards for green finance [5]. 
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2.2 Form a government led regulatory system and strengthen it through self-

discipline 

Under the leadership and coordination of the People's Bank of China, the China 

Securities Regulatory Commission, the China Banking and Insurance Regulatory 

Commission and other relevant departments play their respective roles and set up 

professional committees to self-discipline the green finance industry [6]. At the same 

time, a differentiated supervisory system for different financial products was 

established: For example, institutions that issue green loans only have to provide 

statistical data on green loans to the responsible departments that monitor the 

financial loan statistics in accordance with the regulations. At present, China requires 

all listed companies to disclose environmental information and disclose information 

such as pollutants generated during production and operation, larger treatment 

facilities, treatment capacity and plans. 

2.3 Build a set of incentive mechanisms from central to local 

With the establishment of the green fiscal policy system, China has gradually 

developed a series of incentive mechanisms from central to local. In June 2021, the 

People's Bank of China released the Green Finance Evaluation Plan for Banking 

Financial Institutions, which incorporated the results of green finance evaluations into 

the PBC’s policies and regulatory management tools, including ratings of financial 

institutions. To encourage financial institutions to invest more funds in the field of 

reducing carbon emissions, the People's Bank of China has included green bonds and 

green loans in the scope of eligible collateral for credit facilities [7]. 

2.4 Form a multi-level green financial products and market system 

At present, China has formed a multi-level green financial product and market system. 

Among them, green credit and green bonds have developed rapidly. Their systems 

are relatively mature and their scale is at the forefront of the world. At the same time, 

according to the national conditions and industry characteristics, China has developed 

green funds, green insurance, green PPP and other financial products. In 2020, the 

Ministry of Finance, the Ministry of Ecology and Environment and the Shanghai 

Municipal People's Government jointly established the National Green Development 

Fund Co., Ltd., with an initial fundraising scale of 88.5 billion yuan. Many provinces 

and cities have implemented green PPP practices, covering areas such as wastewater 

treatment, watershed management, and waste incineration [8]. 

2.5 A unified national carbon dioxide trading market has been initially formed 

In 2011, according to the latest Notice on Carrying Out Carbon Trading Pilot Work, 

seven provinces including Beijing took the lead in conducting carbon trading as pilot 

provinces. In July 2021, the national carbon emissions trading market officially entered 

the operational phase. The first group of more than 2,000 key companies involved in 
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carbon market trading came from the energy industry with a cumulative emission of 

4 billion tons of greenhouse gases. At present, the allocation of carbon credits in China 

is mainly free allocation, but it is expected that paid allocation will be introduced in 

due course [9]. According to the plan, the national carbon market will also develop 

over-the-counter trading, including spot trading and futures trading. 

 

3. Deficiencies in the development of green finance in China 

3.1 The top-level design of green financial system is not solid enough and needs to 

be deepened. 

First, the existing legislation is still incomplete. From a national perspective, some pilot 

areas have issued green finance regulations, such as the Shenzhen Special Economic 

Zone Green Finance Regulations and the Huzhou City Green Finance Promotion 

Regulations. From a global perspective, many developed countries have adopted 

carbon tax policies, and China needs to further improve the construction of relevant 

laws and regulations. Second, the existing legislation is not cogent enough: In terms 

of content, most of the existing green finance legislation in China is non-binding. Third, 

existing legislation lacks incentives. China's existing policy mainly consists of restrictive 

regulations for industries or companies such as "two heights and one surplus", lacking 

certain positive incentives that do not help attract financial institutions, companies and 

individuals to engage in the development of green finance  

3.2 The green financing method is unified, and the financing gap is constantly 

increasing.  

On the one hand, China's green loans and green bonds account for 97% of the total 

green finance. This see-saw effect shows that China's green finance methods are too 

uniform, which is not conducive to the coordinated development of the green finance 

industry. In addition, the current product maturity and size is difficult to reconcile with 

the green project cycle and capital requirements, and in the short term can easily lead 

to an imbalance between investment returns and risks and, to some extent, a lack of 

sustainable development. On the other hand, there is a big green fund supply gap in 

my country, which is getting bigger every year. In 2019, China's new green capital 

demand was 2.05 trillion yuan, while the new green capital supply was only 1.43 trillion 

yuan, with a gap of 618 billion yuan. 

3.3 The financial institutions are not very enthusiastic and there is a lack of central 

support for policy banks. 

At present, Chinese commercial banks are subject to many external regulatory and 

internal risk control requirements, and some lack the necessary basic requirements to 

practice the “Equator Principles”, such as financial intermediaries, market investors 

and media supervision. It is difficult to encourage the development of green lending 
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through voluntary policies formed spontaneously by the market. In addition, China's 

centralized and unified bank support plan is not complete, there is a certain gap 

between the functions of national political banks and developed countries, and the 

basic investment required for green and low-carbon development is insufficient, which 

is not conducive to the rapid development of green finance. 

3.4 There are differences in green finance identification standards that limit its 

further development. 

At present, China's green finance standards and mainstream international standards 

are inconsistent in identifying green projects, mainly because foreign green finance 

standards do not have specific requirements for the technical indicators of green 

projects. In order to better control the development of green industries, China has 

issued clear regulations on technical indicators in the delimitation of the project 

catalogue. This is more practical for green project development in China, but with the 

gradual maturity and opening up of the green financial market, the requirements for 

green project identification models are more flexible and objective. 

 

4. Proposals for the Development of Green Finance in China 

4.1 Speed up the improvement of relevant environmental protection laws and 

regulations 

There are loopholes in China's environmental protection laws and regulations, and the 

identification and punishment of pollution behavior are not clear enough, resulting in 

low pollution behavior costs and low environmental awareness. The impact on green 

finance is mainly reflected in two aspects: first, the government is the main donor of 

the project, resulting in strong public support for green projects, which is not 

conducive to long-term and effective promotion of the concept of green sustainable 

development. Second, the main lenders are the policy banks, which reduces the level 

of involvement of commercial banks. This is mainly due to the lack of legal recognition, 

the relevant and potential value of environmental factors in financial sector lending is 

greatly reduced, and the value of green projects is covertly reduced. Therefore, the 

development of green finance in China not only depends on the political and 

institutional support of regulators such as the People's Bank of China and the China 

Banking Regulatory Bureau, but also must promote the establishment of a green 

financial system and the implementation of environmental policies from a legal 

perspective. Validate the value of environmental protection from a legislative 

perspective and clarify the cost of pollution. The development of green finance is not 

a one-sided financial behavior, but a multi-dimensional green social behavior. It is 

necessary to build a system of different aspects to form a common force, to jointly 

promote the green and sustainable development of society. 
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4.2 Improve the degree of innovation of green products in the financial sector 

Chinese commercial banks are still not involved in the development of green finance, 

and they are mainly in the concept development and passive development. They have 

not actively explored the market value of green finance. The development of green 

finance products does not meet market demand. The long-term lack of financing for 

green projects in the market will further diminish their value, reduce participation in 

market capital, waste social capital and increase public debt. Therefore, it is necessary 

to stimulate the innovation of the financial sector, develop green products that are 

highly compatible with the market, secure the financing needs of green projects, and 

ensure a virtuous cycle of the green economy. For specific measures, you can refer to 

the creation concepts of green products by banks in EU countries, such as personal 

green credit cards combined with carbon consumption, new energy project loans and 

other credit products. 

4.3 Increase the political inclination to develop green finance 

The development of green finance in China is still in its infancy, and more guidance 

should be given to monetary policy. Use monetary policy tools to create positive policy 

stimulus, guide financial institutions to increase their support for green projects, and 

encourage social capital to smoothly transition into project finance. At the same time, 

tax policy needs to increase subsidies, encourage green project parties through 

various means such as taxes, financial subsidies, etc., improve the expected income 

of green projects, and stimulate the enthusiasm of market capital to participate in 

green projects. 

4.4 Strengthen international cooperation and promote international integration 

At present, there are still discrepancies between China's green industry classification 

and international standards, and there is a need to study the establishment of green 

industry classification standards that can be linked to international standards and meet 

national conditions. Remove the obstacles to green project identification, form a clear 

policy direction, guide social funds to accumulate in green industries, and further 

promote the standardization of the green financial system. At the same time, actively 

seek cooperation with foreign banks in the international market, learn financing 

experience and financial technology through international cooperation, and promote 

domestic green financial product innovation. 

 

5. Epilogue 

The development of the green financial sector is now facing great opportunities and 

challenges. Against the backdrop of the new normal, if the green finance industry is 

to thrive, it needs the cooperation of government departments, financial companies 

and all sectors of society to actively solve the current economic challenges and create 
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favorable conditions for the development of the green finance industry. In 

implementing the sustainable development strategy and building an ecological 

civilization, we will actively plan the practical difficulties in the development process 

and continue to innovate the plan. Seize the situation to take practical paths, focus on 

the development of green financial products, develop innovative financing instruments, 

comprehensively expand green financial services, and promote the development of 

green financial industry. 
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